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Second Session—Twenty-seventh Parliament 


1967 


STANDING COMMITTEE 


ON 


FINANCE, TRADE AND ECONOMIC AFFAIRS 


Chairman: Mr. HERB GRAY 


PROCEEDINGS 
POM Le ae 


TUESDAY, MAY-30, 1967- 


} “INCLUDING 


A perdi Wi i. 
Main Estimates 1967-68, Department Pad Trade and Commerce 


Appendix B: 
Main Estimates 1967-68, Department of National Revenue. 


ROGER DUHAMEL, F.R:S.C. 
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1967 


STANDING COMMITTEE ON 
FINANCE, TRADE, AND ECONOMIC AFFAIRS 


Chairman: Herb Gray 


Vice-Chairman: Mr. Gaston Clermont 


and Messrs. 
Addison, Irvine, McLean (Charlotte), 
Ballard, Laflamme, Monteith, 
Cameron (Nanaimo- Lambert, More (Regina City), 
Cowichan-The Islands), Latulippe, Munro, 
Chrétien, Leboe, Tremblay, 
Flemming, Lind, Valade, 
Fulton, Macdonald (Rosedale), Wahn—(24). 
Gilbert, Mackasey, 


Dorothy F. Ballantine, 
Clerk of the Committee. 


ORDERS OF REFERENCE 


FRIDAY, May 19, 1957. 


Resolved,—That the following Members do compose the Standing Com- 


mittee cn Finance, Trade and Economic Affairs: 


Messrs. 
Addison, Gray, 
Ballard, Irvine, 
Cameron (Nanaimo- Laflamme, 
Cowichan-The Islands). Lambert, 
Chrétien, Latulippe, 
Clermont, Leboe, 
Flemming, Lind, 
Fulton, Macdonald (Rosedale), 
Gilbert, 


Mackasey, 

McLean (Charlotte), 
Monteith, 

More (Regina City), 
Munro, 

Tremblay, 

Valade, 

Wahn— (24). 


THURSDAY, May 25, 1967. 


Ordered,—That, saving always the powers of the Committee of Supply 
in relation to the voting of public monies, the items listed in the Main 
Estimates for 1967-68, relating to the Department of Trade and Commerce 
and the Department of National Revenue be withdrawn from the Committee 
of Supply and referred to the Standing Committee on Finance, Trade and 


Economic Affairs. 


Attest 


LEON-J. RAYMOND, 
The Clerk of the House of Commons. 
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MINUTES OF PROCEEDINGS 


TUESDAY, May 30, 1967. 
(2) 


The Standing Committee on Finance, Trade and Economic Affairs met 
this day at 10:25 a.m. for purposes of organization. 


Members present: Messrs. Ballard, Cameron (Nanaimo-Cowichan-The 
Islands), Clermont, Flemming, Gilbert, Gray, Laflamme, Lambert, Lind, Mac- 
donald (Rosedale), Mackasey, Monteith, Wahn—(13). 


The Committee Clerk attending and having called for nominations, Mr. 
Cameron (Nanaimo-Cowichan-The Islands) moved, seconded by Mr. Laflamme, 
that Mr. Gray do take the Chair of this Committee as Chairman. 


On motion of Mr. Lind, seconded by Mr. Macdonald (Rosedale), 
Resolved,—That nominations be closed. 


Mr. Gray, having been declared elected as Chairman, thereupon took the 
Chair and thanked the Committee for again electing him as Chairman. 


Mr. Macdonald (Rosedale) moved, seconded by Mr. Lind, that Mr. Cler- 
mont be elected Vice-Chairman of this Committee. 


On motion of Mr. Laflamme, seconded by Mr. Wahn, 
Resolved,—That nominations be closed. 


The Chairman therefore declared Mr. Clermont elected as Vice-Chairman 
and Mr. Clermont thanked the Committee for the honour conferred upon him. 


On motion of Mr. Flemming, seconded by Mr. Macdonald (Rosedale), 


Resolved,—That the Committee print from day to day 850 copies in English 
and 350 copies in French of its Minutes of Proceedings and Evidence. 


On motion of Mr. Wahn, seconded by Mr. Laflamme, 


Resolved,—That the items listed in the Main Estimates for 1967-68 relating 
to the Department of Trade and Commerce and the Department of National 
Revenue be printed as appendices in Issue No. 1 of the Proceedings of this 
Committee. (See Appendices A and B). 


On motion of Mr. Laflamme, seconded by Mr. Wahn, 


Resolved,—That the Chairman, the Vice-Chairman and seven members 
appointed by the Chairman do compose the Sub-Committee on Agenda and 
Procedure. 


On motion of Mr. Clermont, seconded by Mr. Wahn, 


Resolved,—That this Committee seek permission to reduce its quorum 
from 13 to 9 members. 


1—5 


On motion of Mr. Flemming, seconded by Mr. Cameron (Nanaimo- 
Cowichan-The Islands), 


Resolved,—That this Committee request permission to sit while the House 
is sitting. 


The Chairman agreed to present this latter recommendation to the House 
only after consultation with the House leaders and the members of the Sub- 
Committee on Agenda and Procedure. 


At 11:45 a.m. the Committee adjourned to the call of the Chair. 


Dorothy F. Ballantine, 
Clerk of the Committee. 


APPENDIX A 


TRADE AND COMMERCE 


MAIN ESTIMATES, 1967-68 


491 


492 


(S) 


20 


29 


(S) 


32 


ESTIMATES, 1967-68 


TRADE AND COMMERCE 


Service 


Minister of Trade and Commerce—Salary and 
Motor Car Allowance (Details, page 493).... 


GENERAL ADMINISTRATION 


Departmental Administration including fees 
for membership in the International Organiz- 
ations listed in the Details of the Estimates 
(Details, page 493). ae aed Bao attna et 

Trade Commissioner Service— 
Administration, Operation and Maintenance 

(Details; page 495). 5.5 co ae ee abe esis 
Pensions to former locally-engaged employees 
of offices abroad (Details, page 498) ....... 

Canadian Government Exhibition Commission 
CDetalls; pase 408) hoy ce ey Sea a ee te 

Canadian Government Travel Bureau—To 
assist in promoting the Tourist Business in 
Canada including a grant of $55,000 to the 
Canadian Tourist Association (Details, page 
F010) Re A ee RR rms OR NCEE ee oi CU NIN 


STANDARDS BRANCH 


Administration and Operation (Details, page 
OY... RA pees Menge ata ieee, senate ate Speen ie ete 


1967 WorLD EXHIBITION 


Canadian Government participation in the 
1967 World Exhibition, Montreal (Details, 
PARED 1 Teh eee ees te ae ake ne eee 


SPECIAL 


Payment of carrying costs of temporary wheat 
reserves and payments in connection with the 
Prairie Grain Advance Payments Act (for- 
merly under Finance) (Details, page 501).... 

Grant to the Pacific National Exhibition, 
Vancouver, towards the cost of constructing 
a trade fair and sports building at Exhibi- 
tion Park, Vancouver, the Government of 
Canada’s share not to exceed $2,000,000 
Details. ‘pase Gait) A ek one ea aay, 


SUMMARY 


ROS SUES La WLS ete Ss. FRne ole. le le wie ele,.e. 0% #0 ie hele) ete 


C188) 16) eA 66. 0 ete Sime) @ (oe, & eles saree 


Change 
1967-68 1966-67 
Increase Decrease 
$ $ $ $ 
17,000 17,000 


8,429,500 | 7,314,100 | 1,115,400 


10,832,100 | 9,096,700 | 1,735,400 
1,700 1,700 
5,258,000 | 4,147,200 ; 1,110,800 


9,991,000") 10,110,400... ..c) eke 119, 400 


34,512,300 | 30,670,100 | 3,842,200 


4,323,200 | 4,171,800 151,400 


6,750,800 |. 8;672,,000) 2 3 ageameies 1,921,200 

33,940,000 | 40,388,000 |............ 6, 448, 000 

800,000 | 1,200,000) tinw2ae. eee 400, 000 
34,740,000 | 41,588,000 |............ 6,848, 000 


46,384,600 | 44,712,200 | 1,672,400 
33,958,700 | 40,406,700 |............ 6, 448, 000 


80,343,300 | 85,118,900 |............ 4,775,600 


———— $$ Ne eee 


TRADE AND COMMERCE 


493 


Positions 


(man-years) 


1967-68 


1966-67 


—" 
rm CO me HR CODD Re EDO 


Details of Services 


Approximate Value of Major Services not included 
in these Estimates 
Accommodation (provided by the Department of 
Foblic Works\coe 2a Moistomaes...o55 0. cass 
Accounting and cheque issue services (Comptroller of 
the Treasury tie sie Pee kt, Cees Be hiaiat 
Contributions to Superannuation Account (Treasury 
GST WISE Se cok See Bae orks tle ola oS 5 AS 
Contributions to Canada Pension Plan Account and 
Quebec Pension Plan Account (Treasury Board).... 
Employee surgical-medical insurance premiums (Treas- 
ury Beard) m servis Ehbsds Sh picks Sod Soar mist 
Employee compensation payments (Department of 
Le bouienuive paren (ioe 2 Tesla baud acerca 
Carrying of franked mail (Post Office Department)..... 


Statutory—Minister of Trade and Commerce— 
Salary and Motor Car Allowance 


Srtbar Sc gs cee Lh eee tet Aa, AeA. as. « s AROSE: (1) 


GENERAL ADMINISTRATION 


Vote 1—Departmental Administration including 
fees for membership in the International Organ- 
izations listed in the Details of the Estimates 


Salaried Positions: 
Executive, Scientific and Professional: 
Deputy Minister ($27,000) 
Senior Officer 3 ($20,500-$24,750) 
Senior Officer 2 ($18,500-$22, 750) 
Senior Officer 1 ($16,500-$20,500) 
($16 ,000-$18 ,000) 
($14,000-$16,000) 
($12,000-$14,000) 
($10 ,000-$12,000) 
($8 ,000-$10,000) 
($6,000-$8 ,000) 
Administrative and Foreign Service: 
($16,000-$18 ,000) 
24 ($14 ,000-$16,000) 
50 ($12 ,000-$14 ,000) 
12 ($10,000-$12 ,000) 
67 ($8 ,000-$10.000) 
44 ($6 ,000-$8 ,000) 
2 $4 ,000-$6 ,000) 
Technical, Operational and Serv:ee: 
($10,000-$12 ,000) 
3 ($8 ,000-$10,000) 
19 ($6 ,000-$8 ,000) 
8 ($4,000-$6 ,000) 
2 (Under $4,000) 


= 
Boe © COW ND Re 


Amount 


1967-68 
$ 


1,461,600 
225,800 
1,019, 600 
136, 300 
92, 000 


19, 900 
345, 200 


3,3 00,400 


15,000 
2,000 


17,000 


1966-67 


$ 


1,264,700 
231,000 
562, 700 
137, 600 

51,100 


21,000 
222, 600 


2,490, 700 


15, 000 
2,000 


17,000 


494 


ESTIMATES, 1967-68 


a 
——————eEeEeEeEeEeaeseaeaeaeamaoaoaoaoaoooooaQQe,:,.,.,SSSS $565 _——wuwm_o_w_w_( (0 weweEwwwaooowoms>*" 


Positions 
(man-years) 


1967-68 


689 
(689) 


1966-67 


Details of Services 


GENERAL ADMINISTRATION (Continued) 
Vote 1 (Continued) 


Salaried Positions: (Continued) 
Administrative Support: 
($8 ,000-$10,000) 
($6,000-$8 ,000) 
($4 ,000-$6,000) 
(Under $4,000) 
Local Assistance Abroad: 
(Full Time) 


Continuing Establishmentt® stein.) Sa Sl ees denice. 


(0)iGasualeand Others sen. ties tue ps6 65 1a Se deen dete 
(699) 


Salaries and Wages (including $467,100 allotted 
during 1966-67 from the Finance Contingencies 


Vote for increases in rates of pay)................ (1) 
Allowanéées 2. 24 * se 3-setes ts: (2) 
Professional and Special Services.................04: (4) 
Travellingoxpenses, sede As Gers Sos Heres ae. (5) 
Rreight,, express and Cartage......).,.4:, Sian teeeeeee rn (6) 
POS GAMO ES. 5 5 oe here eee a io ts eras iets (7) 
élephones and-Telegrams, <2. 4-04. geen fae oan = (8) 
Publication of ‘‘Foreign Trade’’ and ‘‘Commerce 

Foxterieur: fio. ee ene en mae ie A en 2 (9) 
Other Publications«; ;.: . Ageaseeeeee sk e 2 (9) 
Advertising, Films and Displays... . 25 ccsesn0: (10) 
Office Stationery, Supplies and Equipment.......... (11) 
“‘Canadian-Eradet Index taag ee en Bane eterno ones (12) 
International Wheat Council Fee................... (20) 
International Cotton Advisory Committee Fee..... (20) 
international. Tin Council Fee... a ees ss tes (20) 
International Rubber Study Group Fee............. (20) 
International Sugar Agreement Fee................. (20) 
International Customs Tariffs Bureau Fee.......... (20) 
International Lead and Zinc Study Group Fee...... (20) 
International Cocoa Conference Fee................. (20) 
International Coffee Study Group Fee.............. (20) 


Contribution to the Toronto Junior Board of Trade 
to assist in defraying the costs of the World 
Congress of Junior Chamber International to be 
held in Toronto in 1967 2 

Contribution to the Canadian Council of the Inter- 
national Chamber of Commerce to assist in 
defraying the costs of the 21st Biennial Congress 
of the International Chamber of Commerce to 


be beld-in-Montreal'im 1967. 2.3... eee (20) 
Trade Promotion at Home and Abroad............ (22) 
iba ft ht co eer kee ee ee (22) 

Expenditure 
4904 ~-O5 eR ava’ <s's«, ooaec ae eee eee $ 4,705,155 
1905 —OGee emer oS a << 5. es «oe ee 5,465,019 
1966-07 Cestimated ) . ox .schece eee 7,047,140 


8,429,500 


Amount 
1967-68 1966-67 
$ $ 

5,410, 600 4,232,000 
51,000 , 000 
5,461, 600 4,262,000 
34,300 , 500 
81,500 124, 000 
448,200 386, 250 
12,300 12, 220 
32,400 37, 200 
139, 200 116,900 
83,800 76, 380 
626, 900 705, 400 
511, 500 597, 400 
189, 700 113,450 
20, 000 20, 000 
29,700 29,700 
4,000 4,000 
5,200 5,000 
2,300 2,000 
12,400 9,900 
13,000 13,000 
4,600 4,500 
6, 000 6, 000 
17,000 17,000 
Pere File 25,000 
id an 50, 000 
690, 900 632,700 
3,000 2,600 
7,314,100 


TRADE AND COMMERCE 495 


Positions 


Amount 
(man-years) Details of Services 
1967-68 | 1966-67 1967-68 1966-67 
$ $ 
GENERAL ADMINISTRATION (Continued) 
Vote 5—Trade Commissioner Service—Administra- 
tion, Operation and Maintenance 
ADMINISTRATION AND OPERATION 
Salaried Positions: 
Executive, Scientific and Professional: 
3 1 Foreign Service Officer 9, Trade and Commerce 
($22,000) 
8 8 Foreign Service Officer 8, Trade and Commerce 
($19,080-$20,750) 
20 17. Foreign Service Officer 7, Trade and Commerce 
($18 500-$19 500) 
Administrative and Foreign Service: 
50 6 ($16 ,000-$18 ,000) 
20 40 ($14 ,000-$16 ,000) 
20 32 ($12,000-$14 000) 
45 41 ($10,000-$12,000) 
50 71 ($8 ,000-$10,000) 
35 10 ($6 ,000-$8 ,000) 
Technical, Operational and Service: 
1 1 ($6 ,000-$8 ,000) 
2 1 ($4 ,000-$6 ,000) 
Administrative Support: 
1 1 ($6 ,000-$8 ,000) 
79 66 ($4 ,000-$6 ,000) 
4 (Under $4,000) 
Local Assistance Abroad: 
500 467 (Full Time) 
838 766 
(838) (766) |Salaries (including $761,700 allotted during 1966-67 
a from the Finance Contingencies Vote for increases 
in raves OL pay) .223. AES Pee, oF a (1) 5,562,100 4,768,700 
PM lowanceswed He PGCs MERE ON id FU) BPA SP... A (2) 2,310,000 2,000,000 
Professional and Special Services..............000008 (4) 80,000 66,000 
Removal and Home Leave Expenses................ (5) 530,000 500,000 
Other Travelling Wxpenses ocr neg cower nad Lees Heatees (5) 564,000 291,000 
Freight, Express and' Cartage, O22 8. Fors ds as (6) 80,000 57,000 
POSLA SE) Here AIR PERS (ORIIINE S 62:0 wept eaie feb44 (7) 95,000 75,000 
Yelepnones and“ Telegrams?! WM icusceoccstecee ooeceetes (8) 180,000 150,000 
Office Stationery, Supplies, Equipment and Fur- 
NISHINGS Lae a2 8 ae See eT AGO OR cee eae eeeee en (11) 280,000 230,000 
matenalscand-Supplies nrpcnuc esc cies teak ets Hayek (12) 15,000 9,000 
Repairs and Upkeep of Offices and Residences 
ADTORG SSS Ae an te OP oo ROE DEOL PE (14) 115,000 100,000 
ental of Ofices! ADROSG: ic hace cece decees 154d $85 (15) 580,000 450,000 
Repairs and Upkeep of Equipment................. (17) 25,000 15,000 
Municipal or Public Utility Services.........:...... (19) 53,000 42,000 
Special Benefits for Personal Services............... (21) 80,000 42,000 
Compensation to Trade Commissioners for Loss or 
Damage to Furniture and Effects............... (22) 4,000 4,000 
UNC LICS somes yee ek re eee rod eee e ae ead he Cee (22) 26,000 27,000 
10, 579, 100 8,826, 700 


496 ESTIMATES, 1967-68 
Positions 
(man-years) Details of Services 
1967-68 | 1966-67 
GENERAL ADMINISTRATION (Continued) 
Vote 5 (Continued) 
ADMINISTRATION AND OPERATION (Continued) 
(Further Details) 
98 635 Head O fice sts oc F tls cde tc enti ete aNd eae race 
Posts Abroad: 
5 6 A COTE Ri clin Aen neegt hs RAM ACR UNE A as Mc 2 nei, 
10 9 PA PENI Siateie eter Boat: I RIE MCh ts nes Lea ia cate ae 
9 9 Be iptitiy cc ieee aa tee ce cae a 
1 1 Belfaistpeeiakt teint Weta eet OR ai He Ria aaa tegen 
10 9 BOrne bis se tee es eo Sik 8 Ae gS A fee Bes 
8 8 Bootes ).£. aisles. 1. Sis beet Sie Repeal bio aieeacecse erat 
8 BOMBAY ocr. seb uae EA Se Ue alo eth eng ee 
14 16 BOR Rais. skort dt aie a Oi ee ell 8 
12 ial Bostonig 30. ee eka Nas 5 ate ek 
14 16 Brussels: stoi Gay bah heels sap Veta eit Pe le an 
12 12 IBUGNOSMAITES: fag ccliceat nus eguane Nee ea Ona. nna 
6 4 Capo h i) ergs A hale 8 Le a ie ta 
4 4 Ca T) SET aie icc See kOe wn 
10 10 Cape Town .':4o.5ss a ema tw a le a oe a te Sa 
10 i GOTACASK oii ees ad ROA Lee ey ie, 
19 20 COD FCA BO sess RRA sack 2 ck eae Rend ee 
li 12 Cleveland), .o iano: Seta seek, pe ea 
4 4 COlOMUD OD His oe ey OR See be 
fi if Copenbaceniekd aad cea ass acd de ck aot eee 
10 a Lia seisie eerie: ote A Aaa iis Ot a ky SR ea 
16 13 Dy CEE OT ic et 1c A ieee ds eae eed ac 0 a ade 
6 6 AB ithowuvoeeeounen sy weeny th. he mem eA ER Mr aRRCON dx Sle me ca hei 
12 13 Pesseldart ira tral oceans PW oi aie che Ge ae a vane 
us 6 Glasriow occa Sida GRt Nest belts Reis tpi aa 
11 13 Grapes te ric abies dilate eth eels liek ck AON Suck an ae | 
11 12 dic Fens chs) sie aaa Pee A.S nak Sire en et ema cau ae ane 
20 18 Hone Rong et > % jah eee Repel 1c ea he oe 
8) Eelam ads! cette pyle. On tle sare aint a aR i 
11 11 Joharines lures jr, 4.) .c. eet cis Bignell MOR ie Mati eh MD AEE 
9 9 FORA ITE cic ce sdcie Sa, Sa 8 Rel ties oe RR aet 
11 8) TKIngSGon 3. se Neer ee iain Me ny aca aa 
7 5 Kualas Parmipurise:.’ Unies bn. pane eeadeehe Sean eae in  ot 
6 6 Lager fe ossk ola Gas SOO. ae a ae 
8 8 Tai iad sce a es cai a ei lo Le, ae 
7 7 Tuas Sob! Ye otc uercts VOI Sc Deon a ree a eee 
Zz 7 Liverpool ig. sete Aine hs hoon eee, SR eal a Ns oe 
43 42 Londons «uence be heats ie hi Seige MO ie Meal I hy Bi , 
10 11 Lis Ang less c..csstii2 ae Sh. hts. Roa ie ae eels 
9 9 Mai h ccoe's opie ed Ve de, a ee am ol 
12 13 Mantle tie CG aUk wel fu Mh Ad cots el eae ee en ee 
12 13 Melboprne sic, on: Sinem eis eae et hs ate eto 
£2 1 IME OREO TG oo aoe elses on aleve tape ae, Mak Mite eae ean 
13 13 M iletitt, .; 2: cde al 9a tsa teal dae cere eae ge a 
5 5 Morte idee yi h ca acco otk 3 cay OR elerae ea ae a 
8 8 NOS OONIIN  fah Sb Rae ad cl vat ale ee ee 
10 Nankai iis oa aca i Os 44 aes Cok ae 
13 13 ewe os jan Pate uh eee une ae 
8 8 ING A ELOA NS «oo ls aida sialon lon een ee ee 
17 ive ING WN GEE. os bans alu nists eae ee ae 
7 7 CS Os ees hits cr dee AG id cle Utena eee a 
De 20 Pari © io co Ba iiss cle ak Se 
9 i) Philadelphia. 065 ly. id Pad ake 
12 12 Port of Spain. ios ki... eee. eee 
9 ) Tie JANOITOIs Fo. 80k. dict i a ee 
12 14 Rome 


Amount 
1967-68 1966-67 
$ $ 

1,655,900 1,061,500 
73,100 74,141 
99,635 92,906 
108, 055 96, 027 
12,400 11,020 
98,705 83,463 
84,475 79,069 
BI docs Cacepa ONES le 53, 182 
160, 235 161,182 
199, 950 171, 643 
134,810 124,900 
88, 375 85,427 
49,375 40,743 
72,960 70, 097 
70,590 69,505 
131,985 125, 628 
283,305 248 , 692 
146, 520 134,427 
Sl 67o 32,484 
77,545 65,859 

135,300 
239,305 160, 526 
41, 230 39,076 
136,390 125,870 
76, 535 66, 465 
133,565 121,176 
111,000 103, 758 
198, 255 144,549 

76,010 
78,570 78 , 349 
89,095 108 , 137 
87,190 75, 205 
60,305 49,455 
95, 650 94,455 
86, 565 78, 488 
78, 390 61,858 
73,460 69, 716 
450,900 389,979 
130, 495 120,576 
89,125 77,098 
88, 300 80,169 
114, 840 103,817 
128, 280 104,897 
148, 030 130,510 
46,885 45,589 
96, 240 84,150 

77,500 
106,170 94,808 
109, 735 102,161 
271,750 243,898 
77,670 70,306 
266, 765 193,181 
126, 565 PELL 
90, 250 74,270 
94,425 80, 550 
125,175 118,920 


TRADE AND COMMERCE 497 
Positions 
Amount 
(man-years) Details of Services 
1967-68 | 1966-67 1967-68 1966-67 
$ $ 
GENERAL ADMINISTRATION (Continued) 
Vote 5 (Continued) 
ADMINISTRATION AND OPERATION (Continued) 
(Further Details) (Continued) 
10 Salisbery wy) Lies. DAUR Sh). 20a! Jed, eae oro PR Soa: 71,165 
9 9 SAT GIAGO). © acderaicctis 4 wen. 1s bess ROR aaa tA dg RP na 80, 040 75,107 
a 8 Sante wWontneovmuvnns; Ai: WoO) segel a wonies 59,025 52,362 
11 10 BAO, E AULOGny 4 ukin ke & GAR Nis ONY bate bee Le ee ets 88, 100 70,021 
9 RAMP TANCISCOs 4 § endear kreanalhatekrss Mew ara atts 120, 100 
11 11 ST OIES), UE Ae tutsheh oe LRN POM a ohetate wich a Ah SEARO 120, 290 111,890 
8 10 PSCC ONAN hod cet ratchet atatenarahetaletose brace cot MO SEONG 5 86, 705 75,199 
15 15 NGS 8 ges Soe ea Sd a Iie Ry BEAR Bae aeons penamrmicarecte Be 131,970 123, 023 
9 9 PLE OB CE TET Ce RGAE BS SUR A Re Son Sig oly a dR re 96,095 90, 639 
6 6 Febraite)  OORAMA TS. SAP TIE), . OEE: 60, 900 51,971 
8 8 SAN eee ee AEA OMA Fae 70,550 63,402 
16 16 POR VGu. eo ree MANO , DANAT ORE; APSO TRONS oth, 188, 685 168,724 
1 12 Weer ees. 8. BEML US pec e , Seer 139, 660 125, 255 
14 14 Washington Ae: NTO es ANB, 2012 J NaS, na, 236, 850 224, 627 
6 6 Welligatontn ert. LP Ore rons... RID EIM.1, . ROT! 79,790 67, 484 
23 1 Unallocated and Miscellaneous .................... 1,004,830 202,555 
Amounts allotted during 1966-67 from the Finance 
Contingencies Vote for increases in rates of pay.....|.........00008- 761,700 
838 766 10,579, 100 8,826, 700 
Expenditure 
pi fe mee SNL Ug 2 J $ 6,535, 844 
1965-66 rere OL Vr ees os. RIES SEARO 7,424, 208 
TOGO-BA Westin ved ah ohio. vu kuis oe see 9,041,000 
CONSTRUCTION OR ACQUISITION OF BUILDINGS, 
LAND, EQUIPMENT AND FURNISHINGS 
Construction or Acquisition of Buildings and 
Ee RA ole a 8 Mew nic nce Sr (13) 100, 000 165, 000 
Acquisition of Equipment, Furniture and Furnish- 
ings for Residences Abroad...............000085 (16) 125,000 85, 000 
Acquisition of Motor Vehicles...................... (16) 28, 000 20,000 
253, 000 270, 000 
Expenditure 
WIGS G5) PUPA INGD a ase bas eaaa anges $ 304, 254 
ecg ie LS, A Le ee 377, 529 
1966-67 (estimated) QI OUA Leak MEP: 280, 000 
POtal se VOCE es FRYE Oh PRRs acts dh 2 gibtereterr ens 9 10,832,100 9,096, 700 
Expenditure 
TOGE-GO MGS: AMP ees RT $ 6,840,098 
TIC OGS PILED BAS Les piece ch toners 14901, (30 
1966-67 (estianated) ieveveesitcns a be chy 9,321,000 


498 ESTIMATES, 1967-68 
eo e=S0000NNSSOa»8—0—S—0—$000 


Positions ; Amount 
(man-years) Details of Services 
1967-68 | 1966-67 1967-68 1966-675) 


$ $ 


GENERAL ADMINISTRATION (Continued) 


Statutory—Trade Commissioner Service—Pensions 
to former locally engaged employees of offices 


abroad 
Claire Roquier, France (Vote 412, Appropriation Act, 
INO... 1958) ois chee ce: oto ree eee ee Maen ae 300 300 
Thomas Davis, West Indies (Jamaican £258) (Vote 413, 
Appropriation Act, No. 5,41958) ) 20 G.-e ase ea ee 800 800 
Ryuji Yoshimura, Japan (Vote 391, Appropriation Act, 
IN 1959 oa ies learn aoa ce epaeaatneieale eee ee 600 600 
(21)| 1,700 1,700 


Vote 10—Canadian Government Exhibition Com- 
mission 


Salaried Positions: 
Executive, Scientific and Professional: 
1 1 Director, Canadian Government Exhibition 
Commission— ($18 ,000-$20,000) 
Administrative and Foreign Service: 


6 ($16 ,000-$18 ,000) 
8 4 ($14,000-$16,000) 
if ($12,000-$14,000) 
8 1 ($10,000-$12,000) 
1 ($8 ,000—-$10,000) 
1 ($6,000-$8 ,000) 
Technical, Operational and Service: 
10 ($14,000-$16 ,000) 
15 13 ($12,000-$14,000) 
we 21 ($10,000-$12,000) 
4 5 ($8 ,000-$10,000) 
8 5 ($6 ,000—$8 ,000 ) 
8 8 ($4,000-$6,000) 


Administrative Support: 


2, ($6 ,000-$8 ,000) 
29 19 ($4,000-$6,000) 
2 6 (Under $4,000) 
Local Assistance Abroad: 
6 8 (Full Time) 
125 99 
(125) (99) |Continuing Batablishment. ... 25 «. +0 dieu. 4 sneer 712,000 589, 500 
(31) (24) 4| Casals saree Others W... 5... sw sa Sea vo ee 127,000 92,000 
(156) (122) |Salaries and Wages (including $55,500 allotted during 
— 1966-67 from the Finance Contingencies Vote 
for imereases im rates of pay). co... 6.csc beeen eee (1) 839, 000 681, 500 
Willawaneest ooo lll wile lsc: 8a tee ee (2) 22,800 , 900 
Professional and Special Services..............eee-:- (4) 6,000 6,000 
Trdwellingelxnenses. .is).- 2 s:.../<5) «2 snow gett veel eee (5) 15,000 15,000 
Freighteiixpress and) Cartage. 5... 010.0205 ce (6) 4,000 4,000 
POSLRD CE SO. cies vr bs gh Rad anode ewe eee (7) 800 800 
Telephones and: Telegrams...) 2.6 +<: 000d eee (8) 15,000 11,000 
Participation in Exhibitions and Displays........... (10) 4,231,000 3,336, 500 
Office Stationery, Supplies and Equipment.......... (11) 39,600 20,000 
Materials’and Supplies: 0. .<0) 2. <0 odes... eee (12) 20,000 10,000 
Repairs and Upkeep of Buildings................... (14) 5,000 10,000 
Tigris one hele wets award as ae a ee (15) 3,800 3,800 
Acgusition ob Hq wipMment. ..006 «6 code cw aca ek lekeee (16) 30,000 20,000 
Repairs and Upkeep of Equipment................. (17) 2,500 2,000 


TRADE AND COMMERCE 499 


Positions ‘Ameee 
(man-years) Details of Services 
1967-68 ; 1966-67 1967-68 1966-67 
$ $ 
GENERAL ADMINISTRATION (Continued) 
Vote 10 (Continued) 
Building Taxesue tres kt: &. x. alae teil .. leeae (19) 8,500 7,700 
Municipal or Public Utility Services................. (19) 2,500 2,000 
Unemployment Insurance Contributions............ (21) 9,500 6, 000 
Suhdtiest ss Vea BHA e ew ck: eedlinws eee (22) 3,000 3,000 
5,258,000 4,147,200 
Expenditure 
NOG 4 Gon es id at Gh arena Ne alee Raia es $ 1,955, 243 
BOG5—6G.. ods Weds vnc aces eas RQRIRIOR eS eo 2,830, 250 
1566-07) (estimated ) ...2.s5ic5s508- ees oan 4,026, 650 
Vote 15—Canadian Government Travel Bureau—To 
assist in promoting the tourist business in 
Canada including a grant of $55,000 to the 
Canadian Tourist Association 
Salaried Positions: 
Executive, Scientific and Professional: 
1 1 Senior Officer 1 ($16,500-$20,500) 
Administrative and Foreign Service: 
2 ($16,000-$18 ,000) 
8 2 ($14,000—-$16,000) 
8 6 ($12,000-$14,000) 
6 4 ($10,000—$12,000) 
60 34 ($8 ,000-$10,000) 
23 ($6 ,000-$8 ,000) 
Technical, Operational and Service: 
1 ($8 ,000-$10,000) 
3 15 ($6,000-$8,000) 
8 56 ($4,000-$6,000) 
“f 15 (Under $4,000) 
Administrative Support: 
2 ($8 ,000-$10,000) 
42 “ ($6 ,000-$8 ,000) 
91 30 ($4,000-$6,000) 
11 25 (Under $4,000) 
Local Assistance Abroad: 
32 32 (Full Time) 
282 250 
(282) (250) 1Continuing Mstablishment >. 200 oo. AO ee 1,588, 000 1,365, 400 
(74) (60) a Casuals and Others .......diaacsces css oo ARR 175,000 125,000 
(356) (310) |Salaries and Wages (including $285,400 allotted 
| —__—— during 1966-67 from the Finance Contingencies 
Vote for increases in rates of pay)...........0-.065 (1) 1,763,000 1,490, 400 
Tiving and. Rental Allowances... ..6:.0.4 census Bee (2) 415,000 415,000 
Professional and Special Services.............0 cece ee (4) 416,000 406, 000 
Travelling and Removal Expenses................205 (5) 195,000 233, 000 
Freight, ExpressandsCartacesanm 4. 20% goer. 79.40 (6) 135, 000 100, 000 
PeGsta ce? ME. cscssccccssisierss sid ASRS ete? JS, Been ath (7) 130,000 95,000 
(elephoned-and'Telecrams. .........900" te. noe Tae (8) 37,000 33,000 
Publication of Departmental Reports and Other 
WI GEORIAL So ew cas ese anita ees Ge ocean in Gs Lets (9) 1,624, 000 1,497,000 
Exhibits, Advertising, Films, Broadcasting and 
IISA VGMCaE oe i da et arr cats 4's Seas (10) 589, 000 522,000 
Advertising in Foreign Newspapers, Magazines and 
Other Media... .:.. anon te a Ga, Bete. ea (10) 3,099, 000 2,784,000 


500 


Positions 
(man-years) 


he DO He eH be 


532 
(532) 
(4) 


(536) 


1967-68 


1966-67 


(529) 


525 
(525) 
(4) 


ESTIMATES, 1967-68 


Details of Services 


GENERAL ADMINISTRATION (Continued) 


Vote 15 (Continued) 


Federal-Provincial Inter-Provincial Advertising 
PORTA 5 cccers oe eon ROE Ae ee oe (10) 
Special Centennial Advertising Program............ (10) 
Office Stationery, Supplies, Equipment and Furnish- mrs 
epee” Aik aan eae Eid eee | Acie kc ee 
Repairs. and Upkeep of Buildimg@e.. «.. cs voces cae (14) 
Rental ohOfices: Abroad. © iS). Wins). bt eee eR oe (15) 
Municipal or Public Utility Services................ (19) 
Membership ieesik 8: iis rea Valdad ea e'ea ak Vanes eee (20) 
Grant to Canadian Tourist Association............. (20) 
Sundries. AN ah jcc hata k 8 a a 4s Seen ener Con 
Expenditure 
1964-65... 212, SOROS . eee? . RD. ST SAIO09 1078 
1965-66.;. 70014 ek Ree oD, ee. #3 6,332, 549 
1966-67 (estimated)... 080. BORSA. 


10,070, 000 


STANDARDS BRANCH 
Vote 20—Adminis tration and Operation 


Salaried Positions: 

Executive, Scientific and Professional: 
Director of Standards ($18,500—-$19,500) 
($14,000-$16,000) 
($12,000-$14,000) 
($10,000-$12,000) 

($8 ,000-$10,000) 

Administrative and Foreign Service: 

($14,000-$16,000) 
($12,000-$14 ,000) 
($8 ,000-$10,000) 

($6,000-$8 ,000) 

Technical, Operational and Service: 
($10,000-$12,000) 

($8 ,000-$10,000) 
($6 ,000-—$8 ,000) 
($4,000-$6,000) 

Administrative Support: 
($6,000-$8 ,000) 
($4,000-$6,000) 
(Under $4,000) 


Continuing Establishment 
Casuals and Others 


Cd 


ofa Ne re We fe 0 ‘we fee te foot od) elie @ eel a wa Cle we Steal ea wn 8 v 


Salaries and Wages (including $249,300 allotted 
during 1966-67 from the Finance Contingencies 
Vote for increases in rates of pay) 


Ce 


Professional and Special Services..............02.00 (4) 
Travelling and Removal Expenses................... (5) 
EG 8) 2, a or STS», (6) 
Cartage)... ;m. Soil seeeR.. act. . sole (6) 
PORDAS OMIA Bas Silo wetiedes Gok Wi 'dibin wit chediilade and ok (7) 
Telephones and Telegrams. .....250020i 5.0.20 sees debe 8 
Office Stationery, Supplies and Eauiant. <itonp ee (11) 


10 


Amount 
1967-68 1966-67 
$ $ 

250, 000 250, 000 
400, 000 1,500,000 
427,000 296, 000 
130, 000 130, 000 
275,000 263, 000 
25,000 21,000 
6, 000 5,000 
55,000 55,000 
20, 000 15,000 
9,991,000 10,110,400 
3,322,900 3,077,800 
16,500 16,500 
3,339, 400 3,094,300 

3,000 3, 
284, 500 253, 500 
, 000 12,800 
280, 000 274.000 
6, 600 4,800 
20,300 19,800 
38, 800 28, 350 


Positions 
(man-years) 


1967-68 | 1966-67 


(147) 


(73) 


TRADE AND COMMERCE 501 
Amount 
Details of Services : 
1967-68 1966-67 
$ $ 
STANDARDS Brancu (Continued) 
Vote 20 (Continued) 
Materials: andySupplieser.a% age. nor. sure ee (12) 20, 500 18,500 
Acquisition ofei.quipment. .°. carn. a, .aeeeen te: (16) 293,400 439,450 
Repairs and Upkeep of Equipment................. (17) 6, 900 5, 300 
Shore Weight Supervisiolisc. wx coe oss Sd ccuds whole Mes (22) 14, 600 16,000 
SUnATICS puaeer path ls Sic aoeraid dee Z as ws onsen es s (22) 2,200 2,000 
4,323,200 4,171,800 
Expenditure Revenue 
LOGA— Gomme ieee cis 5 Macs Seay $ 3,347,562 $2,297,078 
NOG dO Oem atria seontees oan 3,478,260 2,298,902 
1966-67 (estimated)............ 4,102,100 2,368,700 
1967 WorLD EXHIBITION 
Vote 29—Canadian Government Participation in the 
1967 World Exhibition, Montreal 
Construction and Acquisition of Buildings.............. 100, 000 3,183,354 
Exhibitsand ~Displays ¢<24. seraceeosced:: oat. zreee: 2,958, 600 3, 607,013 
Advertising -andskwhlicity ies: bance dalek Ss * Tee. 300, 200 232,050 
et gM dlp, 1 to rr a er | 1,216, 200 623, 106 
A CAS ETACLY.S LU XDENSES. yh dato aw bee ce brs kn been 469, 000 455,027 
Operatingslimmensesee. hic. Give son eo dain ea ees rato 1, 706, 800 571,150 
(10) 6,750,800 8,672,000 
Expenditure 
POGE-CS Tt rater ene eT ee ree $ 839, 830 
PIGS GOs teed age ec tet een yom aim 5 ee 4,556, 113 
1966-67 (estimated WN et oc. Go ctun- esta yeni 8, 672,000 
SPECIAL 
Statutory—Payment of carrying costs of temporary 
wheat reserves and payments in connection with 
the Prairie Grain Advance Payments Act 
PAYMENT OF CARRYING COSTS OF TEMPORARY WHEAT 
RESERVES (CHAP. 2, STATUTES OF 1956)........... (20) 33,300, 000 39, 823, 000 
Expenditure 
TO G4 Oi erates aati tices tar a eae eer a eae $ 34,022, 947 
CUT Ao 0 RGA, PR ENE a pe RES Ag Fur AL ta 36, 806, 707 


L9GO-O 7, OSGI ATOM). 15 cc Wee caine o's leg 6 os. ine 30, 044, 132 


1] 


502 ESTIMATES, 1967-68 
Positions hee 
(man-years) Details of Services 
1967-68 | 1966-67 1967-68 1966-67 
$ $ 
SpreciaL, (Continued) 
Statu tory— (Continued) 
PAYMENTS IN CONNECTION WITH THE PRAIRIE GRAIN 
ADVANCE PAYMENTS ACT (CHAP. 2, STATUTES OF 
1957-58, AS AMENDED ). «<.2ccben seeks eects (20) 640, 000 565, 000 
Expenditure 
TS GES OS seats Merron Rape oi ers crcl c ees ati da ecceeaeunae nies $ 548, 583 
HO GO OOH: Ries Rees eae oe eee oc cyehe cae 668 , 604 
EGG Cs (OSU TEUCECL) ches ary, Has ods orlatale coca os he 740, 000 


Expenditure 
POOL =O5) be ts can eeauieieed waicre t hahaa Dine nat $ 34, 566, 530 
MOOS HCG Lo orcs asec nln Bieri bal teeta Oactee aaeiece eee 37,475,311 
1966-67 (estimated)... 23 3a ee 30, 784, 132 


Vote 32—Grant to the Pacific National Exhibi- 
tion, Vancouver, towards the cost of con- 
structing a trade fair and sports building at 
Exhibition Park, Vancouver; the Govern- 
ment of Canada’s share not to exceed 


SO IO ioc alte hc acltaee el tv: whine 4s nemch ana eae (20) 
Expenditure 

DOG OO erecta it sue cece folin! cthik act izle}, RENE UCC ec on te ee 
LOS DERI AE eRe lia techs oi47= «'4 o 6-95 eng Dee eE ee Meee 
POGG+G/ MES tIMASTOT Ei ke Gils bile des cm oe 1,200, 000 


33,940,000 40,388,000 


800,000 1,200,000 
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DOMINION BUREAU OF STATISTICS 
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74 ESTIMATES, 1967-68 


DOMINION BUREAU OF STATISTICS 


No. Change 
of Service 1967-68 1966-67 
Vote ee SE po 
Increase Decrease 
$ $ $ $ 


1 |Administration and Operation including the fee 
for membership in the Inter-American Statis- 
tical Institute and a contribution of $500 to the 
International Statistical Institute (Details, 
PAGE 1D) so a ose Ce Ree ee eee Se ae ey 

— |Appropriations not required for 1967-68 (De- 
Gals} PASE: (OIL Se ce ee eee tee eens ee ee ce 


23,780,900 | 28,326,200 |............ 4,545,300 


23,780,900 | 19,004, 500 4,776,400 
Deo (00) ary gee ae 9,321,700 
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DOMINION BUREAU OF STATISTICS 75 


Positions Ameaak 
(man-years) Details of Services 
1967-68 | 1966-67 1967-68 1966-67 
$ $ 
Approximate Value of Major Services not included in 
these Estimates 
Accommodation (provided by the Department of Public 
SOPs Herter ce Ae sew eee Ue ter ealah eh tear es 1,661,600 1,134,300 
Accounting and cheque issue services (Comptroller of the 
LPOASUTY latanametd ant) asaunrits arth cad. SAMO Los 60, 600 31,300 
Contributions to Superannuation Account (Treasury 
PROT ee Fe HRN M i cncaid ake he ata aa dts Schl eae s 1,038,800 609, 200 
Contributions to Canada Pension Plan Account and 
Quebec Pension Plan Account (Treasury Board) 267,800 151,500 
Employee surgical-medical insurance premiums (Treas- 
DES TENOATO aa Cd OU ines eer lees aN Oe iy a oies ae 102,700 60,300 
Employee compensation payments (Department of 
1 ee Gel Ne RR SOA Snag are CE Seay 6,700 5,600 
Carrying of franked mail (Post Office Department)..... 487, 400 527,300 
3,625, 600 2,519, 500 


SSE a 


Vote 1—Administration and Operation including 
the fee for membership in the Inter-American 
Statistical Institute and a contribution of $500 
to the International Statistical Institute 


Salaried Positions: 
Executive, Scientific and Professional: 
1 1 Dominion Statistician ($24,840) 
1 1 Senior Officer 3 ($20,500-$24 ,750) 
2 2 Senior Officer 2 ($18,500-$22,750) 
1 1 Senior Officer 1 ($16,500-$20,500) 


8 8 ($18,000-$20,000) 
33 33 ($16,000-$18 ,000) 
124 114 ($14,000-$16 ,000) 
11 96 ($12,000-$14 ,000) 
196 184 ($8 ,000-$10,000) 
rj 4 ($6,000-$8 ,000) 
Administrative and Foreign Service: 
4 4 ($16 ,000-$18 ,000) 
9 9 ($14,000-$16,000) 
39 on ($12,000-$14 ,000) 
19 19 ($10,000-$12 ,000) 
92 84 ($8 ,000-$10,000) 
14 2 ($6,000-$8 ,000) 
Administrative Support: 
7 fe ($8 ,000-$10,000) 
324 305 ($6 ,000-$8 ,000) 
1,451 1,258 ($4 ,000-$6 ,000) 
226 218 (Under $4,000) 
Technical, Operational and Service: 
4 4 ($12,000-$14 ,000) 
11 11 ($10,000-$12 ,000) 
66 61 ($8 ,000-$10,000) 
147 127 ($6,000-$8 ,000) 
9 5 ($4 ,000-$6,000) 
28 28 (Under $4,000) 
2,934 2,610 


76 ESTIMATES, 1967-68 


Positions Aves 
(man-years) Details of Services 
1967-68 | 1966-67 1967-68 1966-67 
$ $ 
Vote 1 (Continued) 
(2,934): | (23610): |\Continuing Establishment.” onc. -y peer re en 16,885, 600 14,978,000 
(269) (137) |Casuals anc@-O thera eee fees Bo rc nee ee ne ee 1,436, 800 524, 000 
(3,203) | (2,747) |Salaries and Wages (including $2,100,000 allotted 
—$—— | during 1966-67 from the Finance Contingencies 
Vote for increases in rates of pay)...............-- (1) 18, 322,400 15, 502,000 
SO) vertiniestyn ee tet oe to a ea ar ae eee (1) 211,600 180,000 
Remuneration and Expenses of Enumerators......... (4) 1,009, 700 811,400 
Other Professional and Special Services.............. (4) 532,300 238 , 500 
Travellino*ixpenses solo sk eee eee a eee (5) 474,400 310,400 
Hreight,:loxpress and Cartage =. s00se4 cess. one (6) 21,200 14,100 
Postage: 22. SU ee tee eae ct mee ee CES 56, 600 45,500 
Telephones andsebelegramas yas pees oa es (8) 147, 200 109, 200 
Printing of PUbNCATIONS 2s Creeks Ore te cee tose tees (9) 857, 400 579,900 
Informational Publicity and Advertising. . Ben ek 88, 700 55, 600 
Office Stationery, Supplies and Equipment.. eae Sor ds) 1,394, 700 764, 500 
Rentaror Ofnee MaquipmMent..: s2sc saa es aoe ae (11) 513, 500 295, 600 
Publication for Crop Correspondents and Miscel- 
laneous Materials and Supplies.................. (12) 88, 100 35, 500 
Repairs and Upkeep of Equipment................. CLA Set et eet orcs 900 
Membership Fee, the Inter-American Statistical 
Institute: 22. Beer Sen ete em eee weet (20) i1, 100 10,900 
Contribution to the International Statistical Insti- 
CUtE Sere eaeae Sik eure ates ek eetie tl aes cee (20) - 500 500 
UNG TORR ac os oo adn ie See ale tee ae ce eee (22) 51, 500 50, 000 
23,780,900 19,004,500 
Expenditure Revenue 
1964-65 Whe d ox a coe nce ee $ 12,965,581 $ 59,965 
TOGD-O0 ALIS osetia ce aoe eres 14,499,979 211,491 
1966-67 (estimated)............ 19, 166, 074 160, 000 


Appropriations not required for 1967-68 


1961 Decennial Census of Canada 


(11). |\Casuals‘and. Others)... ..4../0.05..2<e0 .0 ee ee ee CRT) cs sb Sean 41,500 
— —|Professional and Special Services.................... | es Pe 75,000 
Printing of Publications:; .....0>.-..06 4s eee 6) | ene, tee 105, 200 


oad. ol See 221,700 


1966 Quinquennial Census of Canada 


(574) |Casuals and Others (including $100,000 allotted 
——. during 1966-67 from the Finance Contingencies 
Vote for increases in rates of pay)................ CLE csc dee eee 2,080,000 
Professional and Special Services..................-- (CD) nee Pont 5,566, 000 
Trévelling Tixpenses ct. “ca o8 sass 20 sah eee ee i) ee 8 880, 500 
Freight, Hixpréss and Cartage... .<...«. keen, (Gy | ere eS 50, 000 
Postage £272. 3 each. settee bs eo eee | are Oe 59, 000 
Telephones and Telewrams: <2. .......00<.< een ote Gc) | PRODI Fa 32,700 
Printing Pobieatousss9 sees 6c so r5.o cee CD er ere 2,500 
Advertising, Films and Broadcasting............... (10)} cect eee 130,000 
Office Stationery, Supplies and Equipment.......... (Dl .c3 2a 87,300 
Rentalot Office Bowmmnent.. 6, 6-4. 0s<h.skodeacas CLL )i.. See eee 9,500 
Rental of Temporary Accommodation..............(15)}........«s+0-- 200, 000 
BIL CLP tar ane ale 0s or cease WI OR ko A eee (22) lc inwake eee 2,500 
eee oe. 9,100, 000 
RP ee er 9,321,700 
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APPENDIX B 


NATIONAL REVENUE 


MAIN ESTIMATES, 1967-68 


369 


370 


(8) 
10 


ESTIMATES, 1967-68 


NATIONAL REVENUE 


Service 1967-68 


Minister of National Revenue—Salary and 


Motor Car Allowance (Details, page 371).... 17,000 


CusToMs AND EXcISsE 


General Administration, Operation and Main- 
tenance including authority, notwithstanding 
the Financial Administration Act, to spend 
revenue received during the vear from firms 
and individuals requiring special services 


(Detailexpapos7 tian tsians meee ed 59,720,000 


TAXATION 


General Administration and District Offices 
including recoverable expenditures on behalf 
of the Canada Pension Plan (Details, page 
aye 


5) ain's «ey talests ape deci eig Aan ela ne MUR 57,833,900 


Tax AppEat Boarp 


Salaries of Members of the Board (Details, 


page 377). Fi eee te ec ey my 113, 000 
Administration Expenses (Details, page 377)... 193, 400 
306, 400 

SUMMARY 
To be WOU eo yt A, heey ieee dns Seen ae 117,747,300 
Authorized by, Stave. sce ect ee ny 130,000 


117,877,300 |107,094,400 10,782,900 


18 


1966-67 


17,000 


56, 300, 000 


50, 484, 800 


113,000 
179, 600 


292,600 


106, 964, 400 
130, 000 


Change 


Increase 


$ 


3,420,000 


7,349, 100 


13,800 
13,800 


10,782,900 


Decrease 


$ 


_- 


Positions 
(man-years) 


1967-68 


WwWNoadee 


1966-67 


Hb De 


NATIONAL REVENUE 


371 


Amount 


Details of Services 


1967-68 
$ 


Approximate Value of Major Services not included 
in these Estimates 


Accommodation (provided by the Department of Public 
WORKS) TA . oPRE ae Foc teh) eee eee @ ous 
Accommodation (in this Department’s own buildings) . 
Accounting and cheque issue services (Comptroller of 
tHe Prencueyy? tiie Bie 2 eee ben os pars Fam aude 
Contributions to Superannuation Account (Treasury 
Board) 
Contributions to Canada Pension Plan Account and 
Quebec Pension Plan Account (Treasury Board).... 
Employee surgical-medical insurance premiums (Treas- 
WP VD ORTC eee aha kk ec be ve 0 REY OP Re 
Employee compensation payments (Department of 
LaOUTy Tere iio os uo a ae enn an ce cd AEE OS 
Carrying of franked mail (Post Office Department).... 


11,356, 700 
157,000 


903 , 900 
7,236, 100 
1,040, 600 

756, 300 


39,500 
551, 500 


Mi w8, 8 e268 6181.6 6 See «© «ees oa» ow & ws eee @ ofel wt i © Mantels. © tetas ale 


Statutory—Minister of National Revenue—Salary 
and Motor Car Allowance 


Re ee eee ov aac eras 0% CRORES weal (1) 


17,000 


CuSTOMS AND EXCISE 


Vote 1—General Administration, Operation, and 
Maintenance including authority, notwith- 
standing the Financial Administration Act, to 
spend revenue received during the year from 
firms and individuals requiring special services 


GENERAL ADMINISTRATION 


Salaried Positions: 

Executive, Scientific and Professional: 

Deputy Minister, Customs and Excise ($24,840) 
Senior Officer 3 ($20,500-$24,750) 
Senior Officer 2 ($18,500-$22,750) 
Senior Officer 1 ($16,500-$20,500) 
($16 ,000-$18 ,000) 
($14 ,000-$16,000) 
($12,000-$14 000) 
et agit 
$8 ,000-$10,000) 


19 


22,041, 600 


1966-67 
$ 


10,134, 900 
173,000 


746,900 
4,679,400 
1,168,000 

479, 800 


24,300 
412,900 


17,819, 200 


15, 000 
2,000 


17,000 


372 ESTIMATES, 1967-68 


Positions 


(man-years) Details of Services 


1967-68 | 1966-67 


i | 


Customs AND Exxciss (Continued) 
Vote 1 (Continued) 
GENERAL ADMINISTRATION (Continued) 
Salaried Positions: (Continued) 
Administrative and Foreign Servic 


| Program Administrator 8 ($17, 370- $20,802) . 
rf (S18. 000-$20,000) 


3 3 ($16,000-$1 3,000) 
13 10 ($14 ,000-$16,000) 
42 15 ($12,000-$14 ,000) 
55 49 ($10,000-$12,000) 

308 176 ($8 ,000-$10,000) 
25 140 ($6 ,000-$8 ,000) 


51 ($4,000-$6 ,000) 
Technical, Operational and Service: 


2 1 ($6 ,000-$8 ,000) 
10 22 ($4 ,000-$6 ,000) 
5 11 (Under $4,000) 


Administrative Support: 
1 ($8 ,000-$10,000) 


122 107 ($6 ,000-$8 ,000) 
471 333 ($4 ,000-$6 ,000) 
147 229 (Under $4,000) 


Prevailing Rate Positions: 
iL 1 (Full Time) 
Local Assistance Abroad: 


11 11 (Full Time) 
1, 258 1,190 
(1,258) |. -,190): \Contmumoshctablishmentin ote... on ccs cece ee eee 
(5) (5). (@asvale amd Che Ts.6 5 «20 e. oas tans oe pn cee wee 
(1,263) | (1,195) |Salaries and Wages (including $500,000 allotted 
ee during 1966-67 from the Finance Contingencies 
Vote for increases in rates of pay)................ (1) 
Overtime??, -27F; . POPPRTFEIIE DE: HgTe Ret s SPEED (1) 
Allowances. Wot yee ee es, 9 EE (2) 
Professional and Special Services.................... (4) 
Travelling and Removal Expenses................... (5) 
Freight And. Express. op ee nas 6 eee at ee (6) 
POstace teteyn Melee Cie ion Leen, Sern nets Ce plea (7) 
Telephones and Telegrants 742 ewes MASI... (8) 
Publication of Regulations and Memoranda.......... (9) 
Office Stationery, Supplies, Equipment and Fur- 
NiShiNgS 3 sas sg Te MD USGL (11) 
Materials‘and“Suppliests, 288 hole). Tee, 248 (12) 
Rental of Buildings. : ; .. {ese ee). ets (15) 
Acquisition of Equipments tic". vane ase leenenr.Y (16) 
Repairs and Upkeep of Equipment................. (17) 
Sundriest.. ids peee ded acses scaaeuns «Ae (22) 
Expenditure 
19064 G5 aan: 0 hace aecehe Ree are tet hed $ 5,854,412 
LOG SOG alors mee cae eee Se OS ae OO LE 6,359,478 
1966-67 estimated oe fas hes vs nee Sarak 


8, 267,500 


20 


8,194,000 
2,000 


100, 000 
97,000 
624, 000 
6,000 
98, 000 
82,000 
2,000 


321,000 


9,588,000 


Amount 
1967-68 1966-67 
$ $ 
8,174,000 6, 734,000 
00 0 


’ 


6,750,000 
2,000 
100,000 
175,000 


300,000 
7,000 


7,764,500 


NATIONAL REVENUE 373 
Positions Aamowee 
(man-years) Details of Services 
1967-68 | 1966-67 1967-68 1966-67 
$ $ 
Customs AND Excise (Continued) 
Vote 1 (Continued) 
EXCISE TAX, EXCISE DUTY, INVESTIGATION, 
DRAWBACKS 
Salaried Positions: 
Executive, Scientific and Professional: 
1 Senior Officer 3 ($20,500-$24,750) 
2 1 Senior Officer 1 ($16,500-$20,500) 
4 4 ($16 ,000-$18 ,000) 
22 4 ($14 ,000-$16,000) 
38 18 ($12 ,000-$14 ,000) 
136 29 ($10,000-$12 ,000) 
247 369 ($8 ,000-$10,000) 
136 ($6 ,000-$8 ,000 ) 
Administrative and Foreign Service 
1 Program Administrator 8 ($17, 270-820 802) 
‘lid 2 ($18 ,000-$20,000) 
10 3 ($14 ,000-$16,000) 
22 5 ($12 ,000-$14,000) 
54 28 ($10 ,000-$12,000) 
300 61 ($8 ,000—$10,000) 
175 206 ($6 ,000-$8 ,000) 
31 ($4 ,000-$6 ,000) 
Administrative Support: 
65 ($8 ,000-$10,000) 
254 307 ($6 ,000-$8 ,000) 
283 165 ($4 ,000-$6 ,000) 
41 54 (Under $4,000) 
1,699 1,423 
(1699)" (1423) -|\Continuingdetablishinient..4 DeAOP. LACES once cs 11,923,000 10, 280,000 
(7) (6) | Casuals ataduOthersper, 4 (eee rt PO) ee Gees oe 21,000 18,000 
(1,706) | (1,429) |Salaries and Wages (including $1,500,000 allotted 


during 1966-67 from the Finance Contingencies 


Vote for increases in rates of pay)................(1) 11,944,000 
Overtimen..G Sophie ei). conec.! od) ered) ae (1) 90,000 
Eawtand @ther'Costs00......ivad le eat. a) aosagisn: (4) 100,000 
Travelling and Removal Expenses.................-. (5) 878, 000 
Peecight AnGee a pressusewsccnkc wach usoussanavdevebavc (6) 15,000 
Postage. BRIA)... ..4.. aaobwaaes Leioace .bes (7) 32,000 
Telephones and Telegrams.................00 0000005 (8) 20,000 
Publication of Regulations and Memoranda.......... (9) 15,500 
Office Stationery, Supplies, Equipment and Fur- 

TIGHT GR NAPIER ete a ae ck w wine's w 9 oe, MALI Ee (11) 164, 000 
Other Materials and SuppliesunaW. bes sacijalyneh . (12) 3,500 
Customs Excise Stamps and Labels................ (12) 836, 000 
Frental off aiiesie el. «6x veib cw ou oek boc cv outuicunks (Li feter.: hat 
PICK UISItIOM OF AG UIPMENb. nx.cu sev cen wow tne baw iemey (16) 4,500 
Repairs and Upkeep of Equipment................. (17) 1,500 
Sundries.!.....207074 Bas epurblind to .unitiaiuposd. x (22) 3 000 

14, 107,000 
Less—Amount recoverable from firms requiring 
SPOCIALIBETNACES 5.5.4. avssses vias warie dec rans ore, SOSA Bes (34) 500,000 
13,607,000 
Expenditure 
EOC EN Antara Aad | obedience’ eq eands $ 8,734,122 
1065-66) Lice: Caen, Dom esox8...cord-abeld 9,889, 308 


1966267: (estiinated) us. As) OSA. een Le 11,581,800 


21 


10, 298 , 000 
90, 000 


775,000 
13,000 
10,300 
19,000 

3,000 


109, 000 
00 


12,141,300 


420,000 


11,721,300 
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ee eeee0—0—0—— Oo 


Positions 


Amount 
(man-years) 


Details of Services 
1967-68 | 1966-67 1967-68 1966-67 
aoe Naar a eal $ $ 


CustToMs AND Excise (Continued) 
Vote 1 (Continued) 


PORTS—OPERATION AND MAINTENANCE INCLUDING 
AUTHORITY, NOTWITHSTANDING THE FINANCIAL 
ADMINISTRATION ACT, TO SPEND REVENUE RE- 
CEIVED DURING THE YEAR FROM FIRMS AND 
INDIVIDUALS REQUIRING SPECIAL SERVICES 


Salaried Positions: ; 
Administrative and Foreign Service: 


2 2 ($18 ,000-$20 ,000) 
4 ($14 ,000-$16 ,000) 
15 4 ($12,000-$14,000) 
75 16 ($10,000-$12,000) 
117 98 ($8 ,000-$10,000) 
51 155 ($6 ,000-$8 ,000) 
7 ($4 ,000—$6 ,000) 
Technical, Operational and Service: 
111 118 ($4 ,000-$6 ,000) 
6 24 (Under $4,000) 
24 (Part Time) 
Administrative Support: 
73 ($8 ,000-$10,000) 
2,902 2,904 ($6 ,000-$8 ,000) 
2,023 1,895 ($4 ,000-$6,000) 
222 443 (Under $4,000) 
1 (Part Time) 
46 (Seasonal) 
Prevailing Rate Positions: 
9 9 (Full Time) 
5,681 5,679 
(5;00%)"1* (6; 653 )>p@oncmame Reta blisiment \005 00. ie eee a le de 33,345, 000 33, 734, 000 


(130) ((97) [Casuals and Oteeredia, OL O0S. le sai baled) sean. tan 528,000 404,000 


(5,791) | (5,750) |Salaries and Wages (including $3,900,000 allotted 
—___|—___—_— during 1966-67 from the Finance Contingencies 


Vote for increases in rates of pay)................ (1)| 33,873,000 34, 138,000 
OVETEINGN SD: «2 sh sin ain ati welaneis MU SEES, (1) 1,000,000 1, 219,000 
PING WANCEOUE viene a0 CA cate ec inl on « ae ween x (2) 192,000 180,000 
Professional and Special Services................0005 (4) 44,000 43,000 
Travelling and Removal Expenses................... (5) 480,000 415,000 
Freight, Hixpress and. Gartazewal. Juau suisaliessl .t (6) 78,000 80,000 
Postage? 4. '. 2h ree Sac... aabloite. '. bse (7) 200, 000 155,000 
Telephones and Telegrams.................e0ceeeees (8) 198, 000 165,000 
Publication of Regulations and Memoranda......... (9) 40,000 35,000 
Office Stationery, Supplies, Equipment and Fur- 

TLRS E ee eee Re we ve gsiists Fae tctenilon cus iv louns bea acon (11) 933,000 568, 200 
RTL OF TST oe fois ce Sits oe wre vse ia (12) 345,000 260,000 
Other Materials and Supplies. ................0 00.0 (12) 81,500 64,000 
Construction or Acquisition of Buildings and Works, 

mmcmding Acquisition of Land... .. i... .0eness et (13) 260,000 270,000 
Repairs and Upkeep of Buildings and Works........ (14) 130,000 130,000 
Rental of, Buildings sies.. cretadk . eros) . aitiasdvonet .2 (15) 15,000 11,000 
AC QUISILIOMO! HGQuipMentt + concise ioisic.aese.sv eg eee (16) 77,500 111,000 
Repairs and Upkeep of Equipment................. (17) 11,000 11,000 
Municipal or Public Utility Services............... (19) 60,000 50,000 
prrcrieme nt ee They Ay Tee a8) ae (22) 7,000 9,000 

38, 025,000 37,914, 200 


Less—Amount recoverable from firms and individ- 
uals requiring special services.................. (34) 1,500,000 1,100,000 


36,525,000 36,814, 200 


22 


NATIONAL REVENUE 375 


Positions Amount 


(man-years) Details of Services 


1967-68 | 1966-67 1967-68 1966-67 


— eee = 


Customs AND Excise (Continued) 
Vote 1 (Continued) 


PORTS—OPERATION AND MAINTENANCE INCLUDING 
AUTHORITY (Continued) 


Expenditure 

1964-65 ..hil Momnlioa. 2 SMIGEM tes IR. Beh $ 29,643,539 

1965-66... 4°. poawost)... Bieta ede . 0d. al 31,441, 228 

1966-67 (estimated).............0... 0.0 eee 35, 584, 500 
GPE GO LE he faa te Gar Sidi « 5 Se pes Ie wei bs A he aE 59,720,000 56,300,000 

Expenditure Revenue 

BOG1+65o0M Manniwara ile. . dow. $ 44,232,073 $1,851, 538 

LOC DCO AB oss osc i hace cee soe 47,690,014 2,051,652 

1966-67 (estimated)............ 55,433,800 2,000,000 

TAXATION 


Vote 5—General Administration and District Offices 
including recoverable expenditures on behalf of 
the Canada Pension Pian 


GENERAL ADMINISTRATION 


Salaried Positions: 
Executive, Scientific and Professional: 
1 1 Deputy Minister, Taxation ($24,840) 
1 1 Senior Officer 3 ($20,500-$24,750) 
2 2 Senior Officer 2 ($18,500-$22,750). 
4 5 Senior Officer 1 ($16,500—-$20,500) 
Administrative and Foreign Service: 
0 


1 10 ($18 ,000-$20,000) 
7 21 ($16,000-$18,000) 
66 48 ($14 ,000-$16,000) 
75 41 ($12 ,000-$14 ,000) 
106 108 ($10 ,000-$12 ,000) 
154 177 ($8 ,000-$10,000) 
21 18 ($6,000-$8 ,000) 
Technical, Operational and Service: 
1 1 ($6,000-$8 ,000) 
8 4 ($4 ,000-$6,000) 
12 12 (Under $4,000) 
Administrative Support: 
10 9 ($6 ,000-$8 ,000) 
179 167 ($4 ,000-$6 ,000) 
94 93 (Under $4,000) 
751 721 
(751) (721) |\Continuing Establishinent)jeseiiesdicelt crt. 50-600! 5,171,800 gsc 


(24) (240 i@astials andOthersi). 2... yed.in sates ab soeaeial 1) 85, 000 


(775) (745) |Salaries and Wages (including $518,500 allotted 
a during 1966-67 from the Finance Contingencies 


Vote for increases in rates of pay).............05. (1) 5, 256, 800 4,793, 500 
Professional and Special Services................008- (4) 135, 300 126, 300 
Beta OCOSNRE Chl s rete enn eae hte Seg Data ute cee Ys (4) 125, 000 125, 000 
Mea vellinghxpenses vi esc + so vals ss 5 Oe ee (5) 410, 000 317,500 
Preight, Express and Cartagexogeti lakes. je (6) 5, 000 3,500 
OSTA set ern et Res Wa lal pire alee alia a Minnis ons a 8iass (7) 14, 000 12,000 


23 
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EE ——————————————————————— nnn 


Positions 
(man-years) 


1967-68 


7,580 
(7,551) 
(1,493) 


(9,044) 


1966-67 


7,392 
(7,343) 
(1,172) 


(8,515) 


Details of Services 


TaxaTION (Continued) 
Vote 5 (Continued) 


GENERAL ADMINISTRATION (Continued) 


Telephones and Jelegrams, sx0.- sp vases «Rates (8) 
Informational Services............. sas ems Ape (10) 
Office Stationery, Supplies and Equipment......... mee.) 


Expenditures chargeable to the Canada _ Pension 
Plan Account for services normally rendered by 
other Departments free of charge............... (22) 


SUN GP ICS eres NEP sles oak sranecemh ant ay side ny alnaenens (22)| 


Less: Amount recoverable from the Canada Pension 


PlangAcCcountepeeeree re Me we oak cde s vee we ie ate (34 
Expenditure 

1904-65 et tee ES 0 oars ce heaters ot oes ae $ 4,416,713 
1965=G6ye, ees + o% «+ & unico Oa 5,307, 269 


5,732,940 


DISTRICT OFFICES 


Salaried Positions: 

Administrative and Foreign Service: 
Director 7, Taxation ($21,000-$22,000) 
($18 ,000-$20,000) 
($16,000-$18,000) 
($14,000-—$16,000) 

($12 ,000-$14,000) 
($10,000-$12,000) 
($8 ,000-$10,000) 
($6,000-$8 ,000) 

Technical, Operational and Service: 
($4,000-$6,000) 

(Under $4,000) 

Administrative Support: 
($8 ,000-$10,000) | 
($6 ,000—$8 ,000) 
($4,000-$6 000) 
(Under $4,000) 
(Seasonal) 


Continuing Establishment 
Casuals and Others 


@ 06 ©. © 6 0 6. 00.9 0.0, 6 ee: mrales eis WSlle a Ad Te te lees 


Suc: Cio ct CC Oe Ce IR IN eC I ee ee OU 


Salaries and Wages (including $4,608,000 allotted 
during 1966-67 from the Finance Contingencies 


Vote for increases in rates of pay)................ (1) 
BNW IO ES Sok Se AE of vc es 5 ve oa Se (2) 
Law Costsy, c:..cme uate Gp ia. etcibutlont) . sends oe (4) 
Other Professional and Special Services.............. (4) 
FL EOW ELUNE: ILXPENSES. ....e.0-0is10 1 4A 0O.BOLES A) Sa (5) 
Freight, Express and Cartage.................000005 (6) 
MUDRURG ME, Bosc se eo he pees fe cidaies ee (7) 
Telephones ‘and, Telegrams. toeec . Gesna-cuc. pen. (8) 
Publication of Departmental Reports................ (9) 


24 


Amount 


1967-68 
$ 


70, 000 
700, 000 
143 , 000 


400, 000 
5, 500 


7,264, 600 


938, 000 


6,326, 600 


42,834, 600 


5, 150, 000 


47,984, 600 
8,700 

285, 000 
262, 000 
1,800, 000 
0,000 
1,032, 000 
335, 000 
208 , 000 


1966-67 
$ 


45,000 
519, 700 
103 , 200 


344, 100 
3,500 


6,393, 300 


939, 400 


5,453, 900 


40,515,000 


3, 292,000 


maces 
250, 000 
226, 000 
1,908,000 
105, 000 
983, 000 
273,000 
248, 500 


25 


NATIONAL REVENUE 377 
Positions Anta 
(man-years) Details of Services 
1967-68 | 1966-67 1967-68 1966-67 
$ $ 
TaxXaTION (Continued) 
Vote 5 (Continued) 
DISTRICT OFFICES (Continued) 
iniormationabServices™....... 4. 2am... | Wise Peet (10) 7,000 7,000 
Office Stationery, Supplies and Equipment........ (11) 3,985, 000 3,107, 200 
Miaterials|and SapDLies. ««. ~ «Gee Wek a. <n ie oe Se (12) 5,00 4,000 
Municipal or Public Utility Services................ (19) 12,000 11,000 
Registry Searches... ..@0amalipu bee ealanue. .ose (22) 9,000 9,500 
Sundries..... Ree Ai 0's. with dsian kw Rad dl NS os acta ttap atten car lace > dE (22) 27,000 25,000 
56,120,300 50,972, 600 
Less: Amount recoverable from The Canada Pension 
Plan Account ($4,598,000) and a portion of the 
amount recoverable for computer. service 
C515 CI Sh. vice meres 9 Bek cael oA keh tender Reveals toek (34) 4,613,000 5,941,700 
51,507,300 45,030, 900 
Expenditure 
TOGASGG ER Br, re PG na oR ey We ae $ 37,985,467 
TOG OO oe Geer ee aed di RR ee 41,688,355 
19G6=67 LestimnateG) ccs fs eee an os sins ok 46,538, 505 
OGRA OE Be ESS ce a ee a ea ti ere ee oh 57,833,900 50,484,800 
Expenditure 
DOG A ye tty rer tk ene oS ha tcloy tae baave $ 42,402,180 
1965-66. .. eee ce er eh eH ER os ee SR 46,995, 624 
1966-67 (estiInated) see 54.» 2.3. A 52,271,445 
Tax APPEAL Boarp 
Statutory—Salaries of Members of the Board— 
(Chap. 148, R.S. as amended) 
1 1 |Chairman ($22,000) 
1 1 |Assistant eee ($19,000) 
4 4 |Member ($18,000) 
6 6 
(6) (Gat Salaries irene Canker yt wee oho bac sbens Le eine 8 (1) 113,000 113,006 
Vote 10—Administration Expenses 
Salaried Positions: 
Administrative and Foreign Service: 
1 1 ($12,000-$14,000) 
2 2 ($8,000-$10,000) 
Administrative Support: 
7 7 ($6 ,000-$8 ,000) 
5 5 ($4,000-$6 ,000) 
1 1 (Under $4,000) 
16 16 


378 ESTIMATES, 1967-68 


Positions Amount 
(man-years) Details of Services 
1967-68 | 1966-67 1967-68 1966-67 
$ $ 
Tax AppreaL Boarp (Continued) 
Vote 10 (Continued) 
(16) (16) |Salaries (including $8,100 allotted during 1966-67 
——_—_|—_——— from the Finance Contingencies Vote for in- 
CrEASESHD TatesiOlPAy ) qos. scr. ini avenue. BO (1) 101,400 96, 600 
Court Reporters’: Feeshc eccsnis’.0.5.. far. aoe lees. aren (4) 46,000 46,000 
bra velling él xpenses ats. Asics.le niles Witten ce (5) 27,000 25,000 
Telephones and Telegrams...............0ceeceeeeee (8) 2,000 2,000 
Office Stationery, Supplies and Equipment.......... (11) 15,000 8,000 
DEC RIGS PARI i ee ey Se I is cease tew be (22) 2,000 2,000 
193,400 179,600 
Expenditure 
1964-655. d:ckcaetos:... tetweto:.. aaah. ek $ 141, 756 
LIGS S605 Oem eee ec ee ci alates 165,000 
1966-67--(estimated ) io. wew clea eonv ence’ 175,000 
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Government 
Publications 


HOUSE OF COMMONS 


Second Session—Twenty-seventh Parliament 


1967 


STANDING COMMITTEE 
ON 


FINANCE, TRADE AND ECONOMIC AFFAIRS 


Chairman: Mr. HERB GRAY 


MINUTES OF PROCEEDINGS AND EVIDENCE 
Nor 


THURSDAY, JUNE 8, 1967 


STATEMENT BY: 


The Honourable Robert H. Winters, Minister of Trade and Commerce. 


‘ee WITNESSES: 


ror | the Department of Trade and Commerce: Messrs. Maurice Schwarz- 
qmahn, Assistant. Deputy Minister (Trade Policy); T. R. G. Fletcher, 
Ea af PR ¢ Minister (Trade Promotion). 


- of 
- $ a : 


ROGER DUHAMEL, F.R.S.C. 
Gy, QUEEN’ S PRINTER AND CONTROLLER OF STATIONERY 


Beep gS OTTAWA, 1967 


STANDING COMMITTEE ON 
FINANCE, TRADE, AND ECONOMIC AFFAIRS 
Chairman: Herb Gray 
Vice-Chairman: Mr. Gaston Clermont 


and Messrs. 


Addison, Irvine, McLean (Charlotte), 

Ballard, Laflamme, Monteith, 

Cameron (Nanaimo- Lambert, More (Regina City), 
Cowichan-The Islands), Latulippe, Munro, 

Chrétien, Leboe, Tremblay, 

Flemming, Lind, Valade, 

Fulton, Macdonald (Rosedale), Wahn— (24). 

Gilbert, Mackasey, 


Dorothy F. Ballantine, 
Clerk of the Committee. 


MINUTES OF PROCEEDINGS 


THURSDAY, June 8, 1967. 
(2) 


The Standing Committee on Finance, Trade and Economic Affairs met at 
11.15 a.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Ballard, Cameron (Nanaimo-Cowichan-The Is- 
lands), Clermont, Flemming, Gray, Laflamme, Lambert, Latulippe, Lind, Mac- 
donald (Rosedale), Monteith, Tremblay (Matapédia-Matane), Wahn—(13). 


In attendance: The Honourable Robert H. Winters, Minister of Trade and 
Commerce; M. J.-C. Cantin, Parliamentary Secretary to the Minister of Trade 
and Commerce. From the Department of Trade and Commerce: Messrs. Maurice 
Schwarzmann, Assistant Deputy Minister (Trade Policy); T. R. G. Fletcher, 
Assistant Deputy Minister (Trade Promotion); L. J. Rodger, Comptroller- 
Secretary; V. J. Macklin, Director, Economics Branch; L. L. Marks, Chief, 
Financial Services Division; Marcel Legris, Director, Personnel Branch; R. E. 
Latimer, Director General, Trade Relations; A. C. Abbott, Executive Assistant to 
the Minister; B. F. Armishaw, Executive Assistant to the Deputy Minister; H. T. 
Aitken, President and General Manager, Export Credits Insurance Corporation. 


The Chairman announced that, in accordance with the resolution passed at 
the last meeting, he had appointed the following as members of the Sub- 
Committee on Agenda and Procedure (in addition to the Chairman and Vice- 
Chairman): Cameron (Nanaimo-Cowichan-The Islands), Lambert, Latulippe, 
Leboe, Lind, Monteith, Wahn. 


The Committee then proceeded to consideration of the Estimates of the 
Department of Trade and Commerce in accordance with the Order of Reference 
of May 25, 1967. 


The Chairman called Item 1: 


Departmental Administration including fees for membership in the 
International Organizations listed in the Details of the Estimates 
$8,429,500 


and invited the Minister to make an opening statement. 
The Minister introduced the officials, made a statement concerning the 


operations of his Department, and was questioned. He was assisted in answering 
questions by Messrs. Schwarzmann and Fletcher. 


The questioning continuing, at 12.55 p.m. the Committee adjourned until 
11.00 a.m., Tuesday, June 13, 1967. 


Dorothy F. Ballantine, 
Clerk of the Committee. 
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Thursday, 8 June, 1967 


The Chairman: Gentlemen, I call this meet- 
ing to order. 


The order of business today is to begin our 
study of the main estimates of the Depart- 
ment of Trade and Commerce. 


Before calling upon the Minister and the 
others present in that connection I have to 
announce the members of the Steering 
Committee. In addition to myself and the 
Vice-Chairman, they are Mr. Lind, Mr. Wahn, 
Mr. Lambert, Mr. Monteith, Mr. Colin Cam- 
eron, Mr. Leboe and Mr. Latulippe. 


I now call item one. 


1. Departmental administration includ- 
ing fees for a membership in the Super- 
national Organizations listed in the details 
of the estimates, $8,429,500. 


I suggest that we follow the same proce- 
dure that we used with the estimates last 
time; it seemed to be quite satisfactory. 


We will begin with a statement from the 
Minister, after which we will have question- 
ing and exchanges between the Minister and 
members of the Committee. After we have 
had several rounds of general discussion we 
will excuse the Minister and proceed to the 
specific votes, at which time we will hear 
from the officials responsible for the aspects 
of departmental work under the headings of 
the particular votes. Finally, we will recall 
the Minister to complete item one and ask 
him to deal with any matters that have been 
stood or otherwise put aside for his disposi- 
tion in the course of our consideration. 

I now call upon the Minister of Trade and 
Commerce to make his opening statement. 


Hon. Robert H. Winters (Minister of Trade 
and Commerce): Thank you, Mr. Chairman 
and honourable members. 


A great deal has happened since I had the 
privilege of appearing before you last year, 
Mr. Chairman. I am glad to be back again 
with Mr. Cantin, my parliamentary secre- 
tary, and the officials of the Department, to 
tell you something of what has gone on. My 
statement, therefore, will be rather lengthy. I 
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should say that I have with me Mr. 
Schwarzmann and Mr. Rodger. 
Speaking to the Committee in May 1966— 


Mr. Lambert: 
Chairman. 


The Chairman: Yes. 


Mr. Lambert: Is it possible that at some 
time within the next 24 hours we could have 
a copy of the Minister’s statement? 


On a point of order, Mr. 


Mr. Winters: It is being duplicated now. I 
finished this just a moment before I came 
over here. 


Mr. Monteith: With a little revising? 


Mr. Winters: No; no revising, just writing. 
The reason for that is that it was just two 
days ago that I learned that I was to come 
here. 


The Chairman: Yes; and I think we should 
commend the Minister and his officials for 
preparing for a study of these estimates on 
rather short notice. It may be that having 
been written up to the last minute his report 
will be more up to date than it might other- 
wise have been. 


Mr. Winters: I would hope that before I 
finish presenting my report there will be 
copies available for members. 

Last May I reported that figures available 
for the first quarter of the year showed ex- 
ports up 20 per cent compared with the same 
period in 1965. For the full calendar year, 
exports were up by 18 per cent and reached 
an annual level in excess of $10.3 billion for 
the calendar year 1966. 

Last fall I set a target figure of $11} 
billion for exports for 1967, our centennial 
year. This target was considered a particular- 
ly challenging one by most analysts at the 
time, but was fully endorsed by the Canadian 
Exporters’ Association and others in the ex- 
port community. 

Notwithstanding slower economic growth 
this year in some of our principal export 
markets, particularly the United States and 
the European Economic Community, figures 
for the first four months of the year showed 
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exports up 17 per cent, or $$ billion, com- 
pared with the same period of 1966. This 
means that more than half of the projected 
increase for the year has already been 
achieved. 


Even allowing for a diminution in the 
strength of some of the forces contributing to 
this early-year expansion, it is likely that the 
$114 billion target will be realized and possi- 
bly exceeded. This would represent a credita- 
ble showing in a year characterized by signifi- 
cantly slower growth in world trade as a 
whole. 


Because of their prominence in Canadian 
industry, the performance of foreign-owned 
companies in our export and economic devel- 
opment generally is of major importance to 
the economy. Last year I reported to the 
Committee on steps taken to provide guidance 
to foreign-owned subsidiaries concerning 
their responsibilities in the Canadian com- 
munity. Letters setting out “Some Guiding 
Principles of Good Corporate Behaviour” 
were sent to about 3,300 companies wholly or 
largely foreign-owned. Subsequently, the 
companies were asked for their general reac- 
tion to the principles and the extent to which 
they conform. Some 1,900 replies have now 
been received, representing about 2,500 com- 
panies. As I reported to the House of Com- 
mons on November 18th last, the replies indi- 
cate that there is already a broad measure of 
conformity with the “Guiding Principles”. At 
the same time, many companies have stated 
their intention to take new steps in line with 
the objectives proposed, and to work progres- 
sively towards these objectives. Other compa- 
nies, while indicating for the most part ap- 
proval of the basic intent of the ‘Guiding 
Principles”, have expressed the view that cer- 
tain of the principles should not apply in all 
circumstances. 


Subsequent to the issuance of the “Guiding 
Principles” larger foreign-owned subsidiaries 
were asked to submit factual information on 
certain aspects of their operations and financ- 
ing. The results of this survey, showing ag- 
gregate figures for the years 1964 and 1965, 
are contained in a report just released today 
entitled, ‘‘Foreign-owned Subsidiaries in 
Canada’. The highlights of the survey results 
are summarized in a press statement released 
with the report. I understand that some of 
that material, in kits, has been provided to 
the Committee. 


The replies to the “Guiding Principles” let- 
ter and the survey results taken together pro- 
vide a good deal of useful information on the 
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performance and contribution of these compa- 
nies in the Canadian economy. 


To deal with the Kennedy Round, on May 
15th I was able to announce that basic agree- 
ments had been reached in Geneva and that 
the hard and difficult bargaining on which the 
success or failure of the Kennedy Round de- 
pended had been successfully concluded. 


As you know, I attended several times and 
was able to be there for the last four or five 
difficult days of the discussions, which were 
most interesting. Details about the agreement 
reached, involving reductions in the rates of 
duty affecting many thousands of items in the 
tariff schedules of the participating countries, 
will not be completed much before the end of 
June. After that, full information about the 
concessions obtained from other countries will 
be announced and the concessions offered by 
Canada will be put before the House. 


As for the timing of the actual implementa- 
tion of these tariff cuts, this has yet to be 
decided. However, it is unlikely that the 
Kennedy Round results will be made opera- 
tive until January of next year at the earliest. 
In the case of the United States and various 
other countries most of the tariff reductions 
will be phased over a period of four to five 
years. Canada’s concessions will undoubtedly 
be phased as well. However, ours were on a 
selective basis, and the phasing in each in- 
stance has yet to be determined; but they will 
undoubtedly be stretched out in most in- 
stances. 


The signature of the Final Act of the 
Kennedy Round agreement is scheduled to 
take place in Geneva on June 30th. The in- 
terim period will be required for drawing up 
the detailed schedules of concessions which 
each country has negotiated with all the other 
countries, checking them for accuracy and 
putting them into precise legal form. 


As for wheat, the Kennedy Round Cereals 
Group is meeting this week in Geneva, with 
the participation of the original signatories of 
the cereals arrangement as well as all the 
other GATT countries interested in joining 
the arrangement, including a number of less 
developed countries. The Group is considering 
the most appropriate arrangements and tim- 
ing for the translation and extension of the 
agreement reached in the Kennedy Round 
into a new World Agreement which would 
include all countries, whether GATT or non- 
GATT members, who have signified their 
interest in wheat trade. 


As I said yesterday in reply to a question in 
the House, a meeting, to be held in London on 
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June 19, has been called under the auspices cf 
the International Wheat Agreement. 


It will now be necessary to enter into a 
second phase of negotiation to provide for the 
association of such countries with the new 
cereals agreement, to elaborate the detailed 
provisions related to price and food aid, and 
to set up the institutional framework to bring 
the agreement into effect as soon as possible. 
Canada attaches special importance to the 
participation of the Soviet Union in these 
negotiations as a means of further strengthen- 
ing the close relationships we have built up 
with that country in the field of international 
wheat co-operation. Once the new agreement 
has been completed, it will be submitted to 
the House for approval in the usual way. 


A complete review of the broad results 
achieved will have to await the full examina- 
tion of all the concessions negotiated by other 
countries, and these details are only now be- 
coming available to our delegation in Geneva. 

However, I can confirm that by and large 
most of the tariff cuts agreed by the U.S. and 
by other major industrial countries are of the 
order of 50 per cent from present rates of 
duty. Thus, when the Kennedy Round results 
are implemented, it is estimated that the av- 
erage U.S. tariff for manufactured goods, with 
the exception of one or two specialized sec- 
tors, will be below 10 per cent. The EEC tariff 
for most industrial goods will probably be 
around 8 per cent. This general and substan- 
tial lowering of tariff barriers over a very 
wide range of manufactured goods in our 
major export markets will be of special 
benefit to Canadian secondary industry. It is 
in this field that Canadian exports, while still 
relatively small, have been growing fastest. 
Improved access to world markets should 
make possible the kind of breakthrough 
which we need, in terms of economies of scale 
and increased specialization. 

The total value of Canadian exports, in- 
cluding wheat, which will be favourably 
affected by the results of the Kennedy Round, 
is estimated at well over $3 billion. All sectors 
of the Canadian economy will benefit. 

Canada’s most important direct negotiation 
in the Kennedy Round was with the United 
States, as our major trading partner. This 
negotiation was in itself one of the most sig- 
nificant and extensive within the entire 
Kennedy Round. Well over $1.5 billion of 
Canadian exports will benefit from 50 per 
cent cuts, and in many cases from complete 
elimination of tariffs, in those products alone 
where Canada is already the main supplier to 
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the U.S. It will be recalled that the U. S. was 
empowered by its legislation to eliminate 
tariffs on items where present duties are 5 
per cent or less. This applied in particular to 
a number of important products in such fields 
as forest products, fisheries and agriculture. 
The results under this broad heading have 
been gratifying. 

In addition to the wide range of products 
where Canada is the main supplier to the 
U.S., important benefits will also be forthcom- 
ing in those many fields where Canada is as 
yet a relatively minor or only a potential 
supplier to the U.S. market. For example, in 
its negotiations with the EEC, the U.S. has 
agreed to seek Congressional authority to re- 
peal the American selling price valuation sys- 
tem now applicable to benzenoid chemicals. 
This, if achieved, will result in a reduction of 
the effective levels of protection over a large 
number of organic chemicals, including some 
petrochemicals, much below the normal 50 
per cent cut. Although Canadian producers 
are not now generally able to sell these prod- 
ucts competitively in the U.S., elimination of 
this valuation system should have important 
implications for the long-run development of 
markets by the Canadian chemical industry. 


This matter of the American selling price 
and the tariffs on chemicals was one of the 
most difficult and key negotiations in the en- 
tire Kennedy Round. 


Apart from its negotiations with the U.S., 
Canada also conducted direct negotiations 
with the U.K., Japan, the EEC and other 
Western European countries as well as witha 
number of less developed countries, par- 
ticularly in Latin America. In the EEC, 
concessions of interest to Canada, outside of 
wheat, will probably cover well over $100 
million of exports, including some $20 million 
in agriculture and fisheries, and over $30 mil- 
lion in manufactured goods, where Canada is 
a small but growing supplier to the EEC. Not 
all our major objectives have been achieved 
in our direct negotiations with the Com- 
munity, but a significant step forward has 
been taken in opening the way for Canadian 
exports to share more fully in the rapid mar- 
ket growth of this new and massive trading 
area. 

In Japan, we can look forward to tariff cuts 
covering over $30 million on those industrial 
commodities where Canada is currently a sig- 
nificant supplier. Furthermore, for the first 
time since the war, the Japanese tariff has 
now been negotiated and reduced on many 
semi-processed and manufactured products of 
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potential interest to Canada. Much of our 
present export trade to Japan is, of course, in 
the field of primary materials which have 
traditionally entered duty-free, and this is 
being fully maintained. 

We are planning to release a detailed anal- 
ysis of all the tariff concessions of interest to 
Canada as soon as the Kennedy Round results 
are formally announced at the end of June. 
Arrangements are also being made to consult 
with interested business groups and trade as- 
sociations, and to communicate directly with 
individual firms on items of special concern to 
them. 


We will do everything possible to ensure 
that Canadian exporters and potential export- 
ers are made aware without delay of the new 
opportunities available to them, so that they 
can begin planning their own production and 
marketing programs accordingly. 


It is, of course, basically up to private en- 
terprise to exploit and develop these new 
trade perspectives and to improve their own 
competitive capabilities so as to achieve sub- 
stantial and sustained export gains. At the 
same time, I will see to it that our Depart- 
ment’s trade promotion policies, including 
trade missions, trade fairs and the day-to- 
day, continuing activities of our Commodity 
Officers at home and of our Trade Commis- 
sioners around the world, are geared to pro- 
vide maximum assistance to our export in- 
dustries in the light of the Kennedy Round 
results. 


Honourable members will recognize, of 
course, that to gain these concessions in fo- 
reign markets we had to make cuts in our 
tariff and provide marketing opportunities in 
Canada on what other countries in their bar- 
gaining process regarded as being on a 
matching basis. 

We had the advantage of being exempt 
from the linear cuts—ours were on a selective 
basis—and we were therefore able to protect 
our basic industry to a greater extent than 
were some of the other countries. I hope that 
when this all comes out it will be found that 
our industry is not too severely dislocated and 
that the concessions we had to give were in 
those areas where we can best stand a disloca- 
tion. I do not know whether, in another round 
of negotiation of this order of magnitude—if 
indeed there is another one—we will be able 
to negotiate on a selective basis, but it was 
certainly a substantial achievement by my 
predecessors to get that concession for Canada. 

Now, a major development, Mr. Chairman, 
since I last reported to the Committee was the 
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meeting of the heads of governments of the 
Commonwealth Caribbean countries and Can- 
ada in Ottawa last July. On the trade side, 
agreement was reached on a protocol to 
the 1925 Canada-West Indies Trade Agree- 
ment. This protocol provides for the continua- 
tion of preferential tariff treatment between 
Canada and the Commonwealth Caribbean 
countries, and envisages a general review of 
the Trade Agreement at an appropriate op- 
portunity. In addition, special provisions were 
made refiecting Canada’s particular interest 
in the Commonwealth Caribbean market for 
flour and codfish. 


With respect to sugar, the Commonwealth 
Caribbean countries are particularly con- 
cerned over the continuing depressed prices 
on world markets and the difficulties they are 
experiencing in maintaining their historic po- 
sition in the Canadian market. 

I am sure they are gratified that in the last 
few weeks the price of sugar in world mar- 
kets has strengthened to the point where we 
are now starting to get representations from 
users of sugar that the price is too high. 
Actually, in relation to cost of production in 
some of these depressed countries it is still 
relatively low. 

However, at the July conference, proposals 
were made whereby the impediment of the 
Canadian tariff, which amounts to some 29 
cents per cwt., would be removed with re- 
spect to the historic level of Commonwealth 
Caribbean raw sugar sales to the Canadian 
market. These have averaged annually some 
275,000 tons over the past five years. Ad- 
ministrative details on the implementation of 
this special accomodation are being worked 
out with the Commonwealth Caribbean coun- 
tries concerned, and imports from the Com- 
monwealth Caribbean countries commencing 
January ist of this year will benefit. 

We are also working actively for the 
negotiation of a new international sugar 
agreement designed to strenghten the interna- 
tional sugar market and yields a fair price to 
producers and consumers. We are hopeful 
that it will be possible to convene an interna- 
tional sugar conference before the end of the 
year. 


We have also been active in carrying for- 
ward our trade agreements programme with 
the countries of Eastern Europe. During a 
visit to the Soviet Union in June, 1966, I had 
the privilege of concluding a further three- 
year trade agreement with the Soviet Union. 
Agreement was also concluded for purchases 
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by the Soviet Union of some 336 million bush- 
els of wheat during the three-year period of 
the agreement. 


A new long-term wheat agreement was 
signed with Poland, providing for Canadian 
exports totalling 33 million bushels of wheat 
to that country for a further three-year peri- 
od from July of last year. More recently, 
negotiations were completed here in Ottawa 
for an extension of the Canada-Bulgaria 
Trade Agreement, under which the Bulga- 
rians have undertaken to purchase a mini- 
mum of 7.4 million bushels of wheat during 
the next three years, with an option on a 
further 3.7 million bushels. We are currently 
engaged in negotiations with Hungary, look- 
ing to a renewal of the 1964 Agreement for a 
further three years. Preliminary discussions 
have also been held with Roumania, but these 
have not reached the point where formal 
trade negotiations could appropriately be 
commenced. 

These negotiations, with the exception of 
Roumania, are being held pursuant to visits 
which J and some of our officials paid to those 
countries last year, during which I think we 
all concluded that there were opportunities 
for the trade which we are pursuing in those 
areas. 

It was a matter of interest and perhaps of 
gratification to us that at the last meeting of 
the OECD the Americans introduced a resolu- 
tion asking the countries to support further 
trade opportunities with these eastern coun- 
tries of the Soviet block. We of course, were 
glad to support that, not as an American 
initiative—because we have gone a long way 
ahead of them on this—but because it is an 
area in which we think trading should deve- 
lop. 

Efforts are also being made to establish full 
participation of Poland in the General 
Agreement on Tariffs and Trade. Yugoslavia 
has already become a full member of GATT. 

A trade agreement was also signed in Ot- 
tawa on December 20 with Korea, providing 
the exchange of most-favoured-nation treat- 
ment between our two countries. In addition, 
Canada strongly supported Korea’s accession 
to the General Agreement on Tariffs and 
Trade which became effective April 14th. 
Trade discussions are taking place with 
Thailand, looking to the early conclusion of a 
most-favoured-nation trade agreement with 
that country, and we are engaged in discus- 
sions with Ireland with a view to adjusting 
Canada-Irish trade agreement relations in the 
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light of the free trade agreement between the 
United Kingdom and Ireland announced in 
July (1966). 


Looking to the future, in addition to the 
Canada-West Indies Trade Agreement of 
1925, our preferential agreements with Aus- 
tralia and New Zealand will also come up for 
review. Apart from these particular agree- 
ments, we shall be looking to further means 
of broadening and deepening international 
trade co-operation throughout the world. The 
second meeting of the United National Con- 
ference on Trade and Development will be 
taking place in India in February of next 
year. This Conference will focus attention 
particularly on the trade and development 
problems of the less-developed countries 
whose needs call for urgent attention by all 
concerned. 


I think this is an area which will have to 
receive the greatest attention in trade 
negotiations from now on. 


In addition, we all have important interests 
in the renewed British application for mem- 
bership in the European Economic Com- 
munity. 

These have been the major points of con- 
cern and activity in respect of trade policy. I 
would now like to focus on some of the more 
prominent aspects of our program of trade 
promotion. 


In February last, I announced the forma- 
tion of an Export Advisory Council comprised 
of senior industrialists and businessmen, and 
a representation of universities, together with 
the presidents of major trade associations. I 
have asked the Council to serve in an adviso- 
ry capacity to me on our export promotion 
programme and in regard to any related new 
departures in the Department’s services and 
facilities. I have invited each individual mem- 
ber to give leadership within their respective 
industrial and business sectors and associa- 
tions, and to guide fresh initiative in export 
development. This they are doing. 

The Council has held two meetings—one in 
February and one in May—and is already at 
work through the committees appointed to 
study specific areas of trade promotion prob- 
lems. I have invited them, as well as the 
officials of the export credit insurance corpo- 
ration, to make suggestions on how the facili- 
ties of this credit-granting institution might 
be broadened in support of our export effort. 

One working committee has studied our 
promotion programmes and has made some 
very useful recommendations. As a result, the 
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Department has advanced its programme of 
seminars to make them more varied and more 
adapted to group and trade and industry as- 
sociation interests. Our long-established liai- 
son with associations will be enlarged, and we 
will assist in the formation of export commit- 
tees; in this way, also, better communications 
will be established with groups and associa- 
tions and better programming of activities 
achieved. 


A working committee of Council members 
is also studying the means of combining in- 
dustry efforts in all fields to penetrate foreign 
markets better. Another committee is giving 
its attention to the use of consulting engineer- 
ing services in expanding exports of Canadi- 
an machinery and equipment for incorpora- 
tion into projects of foreign countries. 


A major undertaking this year has been 
Operation Export 1967, a trade promotional 
project under which a group of 65 senior 
Canadian Government Trade Commissioners 
from the offices of the Department of Trade 
‘and Commerce abroad visited major business 
centres across Canada. 


The objective of Operation Export 1967 was 
to stimulate further interest in export oppor- 
tunities and to provide a means by which 
Canadian businessmen—either active or 
potential exporters—could meet privately 
with trade commissioners to discuss personal- 
ly the export prospects and problems of their 
companies. 


Interviews began in Montreal on April 17 
and ended in Saint John’s, Newfoundland, on 
June 5. Each of the following business centres 
was visited: Montreal, Vancouver, Edmonton, 
Saskatoon, Winnipeg, Toronto, Halifax and 
Saint John, New Brunswick. 


Detailed statistical analyses have not yet 
been completed, but some 2,250 firms booked 
more than 16,000 interviews with the trade 
commissioners during their seven-week tour 
across Canada. Of considerable significance is 
the estimate that over half of these firms are 
new in the export field. 


By going to the business areas we were 
able to provide trade facilities to companies 
that could not otherwise afford to seek them. 
Many of these companies are small; they 
have no sales departments; they have no 
market analysis facilities; they could not con- 
template visits to markets; they could not 
even contemplate visits to Ottawa. 


By taking the facilities to them we, in 
effect, provided them, on a short term, on- 
the-site basis, with an export department of 
which they took full advantage. We uncov- 
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ered a great many companies which had nev- 
er been in the export field before, or had 
never been able to contemplate exporting. 

It remains to be seen what exports do deve- 
lop, but it is a fact that a great deal of 
correspondence is already on the desks of our 
offices abroad, furthering the potential that 
has been developed by these smaller compa- 
nies which have never before contemplated 
exporting. 

As you know, it is the accumulation of all 
these small efforts that results in a national 
effort, and we are hopeful that good business 
will develop. 

In addition, on May 25 and 26, trade com- 
missioners participated in a series of four 
export seminars sponsored by the Business 
Development Bureau of EXPO ’67, the De- 
partment and various trade associations. Ap- 
proximately 400 businessmen participated in 
one or more of these seminars. 

The Department of Trade and Commerce 
maintains 70 offices abroad located in 49 
countries. The Trade Commissioner Service 
numbers 210 officers, of which 154 are cur- 
rently serving abroad, 30 undergoing training 
in Ottawa and the balance serving with the 
Department in Ottawa. 

In April, a regional office was opened in 
the city of Toronto, thereby extending depart- 
mental services to a total of eight major trad- 
ing centres in Canada. 

Through an advertising campaign, we have 
endeavoured to enlist the support of Canadi- 
an firms which have not previously ventured 
into export markets, by describing the assist- 
ance available from the Department, citing 
export success stories of various Canadian 
companies and calling attention to the new 
telephone network which makes it possible 
for businessmen anywhere in Canada to con- 
tact the Department’s nearest regional office, 
toll-free, by placing a telephone call through 
their long distance operator to the number 
ZENITH 0-1967. 

Operation Export was treated as one phase 
of the Department’s ESP programme—aimed 
at translating the Export Sales Potential of 
Canadian firms into Export Selling Power by 
encouraging them to join the Department in 
an Export Sales Partnership. 

The purpose of the Business Development 
Bureau of EXPO ’67 is to exploit the possi- 
bilities arising from EXPO ’67 to foster trade 
and industrial development. Stated in terms of 
practical programmes, the objectives are: 
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a) to stimulate interest in EXPO among the 
businessmen of the world with the object of 
having them attend the Exhibition in the 
largest numbers possible and, while in 
Canada, explore or expand business relations 
with their Canadian counterparts; 

b) on the Exhibition site, to provide facili- 
ties to receive business visitors to give them 
counsel and advice according to their interest 
and guide them to the existing business serv- 
ices within government and industry. 

Trade Commissioners at all posts abroad 
have been assisting in attracting overseas busi- 
ness visitors—in excess of 1,600 individual 
overseas business visits and over 260 group 
visits have been pre-arranged. 

To assist in the provision of on-site coun- 
selling facilities, the Department is providing, 
on an over-lapping rotational basis, three 
trade commissioners to assist in staffing the 
Bureau. A total of 41 Canadian Trade Com- 
missioners will return to Montreal from posts 
abroad to take part in this programme be- 
tween April 16th and November 4th. 

The counselling programme of the Bureau 
has already proven most successful. During 
the first four weeks of operation, the Bureau 
has held 435 individual business interviews as 
a result of which more than 1,800 individual 
appointments with Canadian businessmen 
have been arranged. This programme not 
only assists the Bureau in meeting its coun- 
selling requirements, it also provides the 
Trade Commissioner Service and the De- 
partment with an opportunity to obtain the 
first-hand experience necessary to ensure the 
effective follow-up of the export opportunities 
presented by EXPO ’67. 

In the fiscal year 1966-67, two new posts of 
the Trade Commissioner Service were estab- 
lished; in September 1966 in San Francisco, 
to take care of the increasingly large Western 
U.S. market for Canadian products and in 
February 1967, Nairobi, Kenya, an office was 
opened to extend trade promotional efforts 
among a number of developing countries in 
Central and East Africa. 

In April 1967, trade representation in 
Eastern Europe was increased by the opening 
of a trade post in Belgrade, Yugoslavia, and 
in May 1967, an officer was added to the 
Permanent Mission of Canada to the United 
Nations in New York City. The New York 
appointment is designed to assist Canadian 
consulting engineers and manufacturers in 
taking advantage of trade opportunities pre- 
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sented by the United Nations and other inter- 
national aid development agencies. 


In a number of commodities during the 
years problems of scarcity of supply are con- 
tinuing, due principally to unprecedented lev- 
els of demand. Nickel supply has become 
quite tight in the past year. Canadian nickel 
producers in general are allocating available 
supply to domestic producers on a preferen- 
tial basis, equivalent to 100 per cent of 1966 
deliveries—a higher level of supply than is 
available in external markets. Review proce- 
dures have also been established following 
consultation with producers, to consider the 
needs of essential programmes, and cases of 
exceptional hardship resulting from the short- 
age. On June 2 export control was extended to 
cover silver in various forms. This action 
became necessary to deal with abnormal 
trade movements following action taken by 
the United States Government to restrict ex- 
ports of silver bullion. However, it is not the 
intention to interfere with normal commercial 
shipment of these materials. 

The copper supply situation has eased con- 
siderably since last year, and supply and de- 
mand are now approximately in balance. In 
response to this changing situation, the 
Government has removed certain restrictions 
which had existed on the export of copper 
and copper scrap from Canada. 

Export controls machinery still exists for 
all copper and copper products and scrap in 
the event it becomes necessary. Sulphur con- 
tinues to be in tight supply, but Canadian 
requirements are being satisfactorily met. 
There will be a substantial increase in 
Canadian production over the next year 
which should help alleviate the world short- 
age. 

Now, about exhibitions; even before EXPO 
’°67 had opened its gates in Montreal, plans for 
Canada’s participation at the next Class I 
World Exhibition—in OSAKA, Japan, in 
1970—were well under way. Canada was, 
moreover, the first foreign country to accept 
the Japanese invitation for Expo ’70 they have 
adopted our term “Expo” which is a matter of 
satisfaction to a lot of people. This will be 
the most important event of its kind in Asia. 
An architectural competition for the Cana- 
dian Pavilion at OSAKA will conclude this 
month, having considered 208 entries from the 
profession—a most impressive total. 

Elsewhere, and in association with other 
Departments and Agencies, the Department 
has been engaged in exhibit programmes 
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abroad which are drawing attention to EXPO 
’°67 and Canada’s Centennial. When these pro- 
grammes are concluded later this year, at 
least 60 major presentations, and literally 
thousands of minor displays of one sort or 
another, will have been carried out. 


Again, in association with other Depart- 
ments, we have organized exhibits at such 
important occasions as the recent Water for 
Peace Conference in Washington and the cur- 
rent Alaska ’67 Exposition in Fairbanks, 
where another important centennial is being 
celebrated this year. Plans are also being 
developed for two Special World Exhibition 
participations in 1968—the Triennale de 
Milano and HemisFair ’°67 in San Antonio, 
Texas. 


In tourism the prospects are bright for 
achieving in 1967 a record income of more 
than one billion dollars from visitors to 
Canada. The Canadian Government Travel in 
the period 1963-1966 carried out a Four-Year 
Plan increasing its budget by 164%, its staff 
by 130% and its offices outside Ottawa from 5 
LO oeol. 


The extraordinary impact of EXPO ’67 ad- 
vertising and publicity over the past two 
years, reinforced by that of the special adver- 
tising and promotion abroad of Canada’s 
Centennial, has given great support to the 
Travel Bureau’s own considerably increased 
‘ promotion program. The result is that in our 
major travel market, the United States, as 
well as in other important travel markets 
around the world the awareness of Canada as 
a desirable travel destination is much higher 
now than it ever has been. 


Over the past ten years the number of 
travel enquiries received by the Travel Bu- 
reau has proved a reliable barometer of the 
travel income this country could then expect. 
This year in five months enquiries have ex- 
ceeded the total for twelve months last year. 
So there is every indication that a record 
number of persons will visit Canada this 
year—not only to see EXPO, but also to visit 
widely across this country to attend major 
Centennial events such as the Pan-American 
Games in Winnipeg. 

Over the past ten years, DBS estimates of 
Canada’s annual income from visitors in- 
creased by $477 millions to a record $840 
millions in 1966. 


In 1966, $110 millions was credited to visi- 
tors from countries other than the United 
States. 

The Canadian Government Travel Bureau 
started its first overseas office in 1962 in 
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London. Since then it has added offices in 
France, Germany, The Netherlands, Mexico 
City, Tokyo and Sydney, Australia. Over the 
past five years the Bureau’s steadily develop- 
ing overseas promotion program is believed to 
have contributed significantly to the 20% rate 
of growth achieved. 

Last year, for the first time, it was possible 
for DBS to determine the total number of 
overseas visitors to Canada. The number com- 
ing directly was 149,500, a new record, and 
with 261,260 coming indirectly, 410,760 visi- 
tors came here from countries outside North 
America. 

In this Centennial year, travel by Cana- 
dians within Canada, to see EXPO and to 
explore the wonderful land that is our her- 
itage, is expected to reach new record lev- 
els. The “Know Canada Better’ movement 
has been given considerable encouragement 
over the past three years by the federal 
Travel Bureau’s matching grant program, 
now totalling $250,000 a year, to assist the 
provinces in increasing travel advertising di- 
rected to Canadians. More travel by Cana- 
dians in Canada, in all months of the year, for 
all sorts of reasons—sight-seeing, shopping, 
business—provides more employment and 
lengthens the tourist season. 

I believe that the Canadian Government 
Travel Bureau has planned well and effec- 
tively with the EXPO and Centennial teams 
for Canada’s travel industry this year. I also 
believe that the Bureau has now a much 
stronger, better staffed, more efficient opera- 
tions base and much wider marketing net- 
work to maintain the momentum of travel to 
Canada in 1967 and to move to stimulate even 
higher levels of travel activity in the years 
ahead. 

Now, just a word on_ standards, Mr. 
Chairman, which is an important function of 
this department. 

The Standards Branch of the Department 
of Trade and Commerce has responsibilities 
issuing from five statutes, all having to do 
with standards oof measurements. As 
Canadian industry expands, so do the respon- 
Sibilities of this Branch. Industry is faced 
with the need to measure, with precision, 
loads of greater and greater size, and co- 
incidentally to make these measurements 
with a minimum of time loss due to the 
measurement process itself. The pressure of 
the economics involved in forcing the instru- 
ment people to look at and incorporate new 
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principles in their measuring machines and to 
adopt the most advanced methods of automa- 
tion. 

The impact of these changes is obvious. The 
measurement of weight, which formerly was 
done only by variations of conventional me- 
chanical lever systems, now often involves 
electronic, electromagnetic means or hydraul- 
ic components. Electronic scales for weighing 
freight cars can no longer be tested satisfac- 
torily with the traditional short wheel-base 
test car. A specially adapted test car is pres- 
ently under design in co-operation with the 
railways. Present truck scale test units are 
already at the load limits permitted on public 
highways. To overcome this problem a new 
approach is under consideration to achieve 
capacity testing. The changeover previously 
reported for the logging industry introduces a 
new problem for field inspection. 


In this general field of weighing the Branch 
is being increasingly consulted by industry in 
the matter of adequacy of equipment for spe- 
cialized purposes. 


In search for more accurate methods of 
measurement, the gas industry continues to 
develop devices utilizing various flow param- 
eters sensed by pressure and temperature 
transducers. Such devices are particularly 
valuable in that they lend themselves to the 
telemetering of data to central locations from 
remote points. 


The electricity industry is expanding the 
use of magnetic tapes for recording custom- 
ers’ loads. As previously reported these are 
designed to be utilized by computers, in bill- 
ing as well as to provide related information 
such as load characteristics. 


This rapid growth in measurement tech- 
nology has presented the Standards Branch 
laboratory with some difficult engineering 
problems, as it carries out its responsibilities 
for approvals. While laboratory testing for 
approval can normally be readily developed, 
the provision of test methods and equipment 
for field use requires extensive planning and 
development work. 


To meet increased demands on its manpow- 
er resources the Standards Branch has ex- 
tended in the laboratory calibration area, 
computer programming on the mathematics 
and repetitive computation side to make 
available additional man-hours for construc- 
tion and development work. For electricity 
and gas field inspections, the use of auto- 
mated proving equipment is being extended, 
releasing men and making staff available for 
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the extension of the programme of “instal- 
lation testing’’. 


The field inspection programme has been 
maintained at high levels in all areas. While 
the volume and complexity of devices is on 
the rise, the Branch has continued to meet its 
regulatory commitment and handle requests 
from all segments of industry for assistance. 


Besides its regulatory responsibilities, the 
Branch provides facilities and staff to indus- 
try for instrument calibration or technical re- 
search on measurement problems. 


Now, a word about export credits and then 
Expo and then I will conclude. 


The facility of long term export financing 
which was made available to Canadian ex- 
porters is proving to be a very valuable asset 
to Canada’s export trade. This long term 
financing programme is administered by the 
Export Credits Insurance Corporation under 
Section 21A of the Export Credits Insurance 
Act and, when authorized by the Governor in 
Council, the Export Credits Insurance Cor- 
poration provides the financing to cover over- 
seas sales of capital equipment and related 
engineering and technical services. During the 
past year Parliament authorized an increase 
in the funds available for Section 21A financ- 
ing from $400 million to $500 million. 


Since the start of this long term export 
financing programme, 38 Financing Agree- 
ments in 13 countries have been signed, hav- 
ing a total value of $330 million. Repayments 
from the foreign borrowers have been re- 
ceived in an amount of $45 million. 


Seven Financing Agreements are currently 
being negotiated with foreign borrowers 
aggregating $53 million. 


Committee members will be pleased to 
know that an increasing number of Canadian 
manufacturers and engineering firms are tak- 
ing a much more active interest in developing 
projects in foreign countries in the knowledge 
that Canadian Government financing is avail- 
able when long term payment terms are re- 
quired. 


I am informed that well in excess of 1,000 
Canadian companies have benefited from this 
Section 21A facility. And as I mentioned ear- 
lier, I have asked for suggestions from the 
Export Credits Insurance Corporation and 
from the Advisory Council as to how this 
facility might be broadened and improved. 


Now, Mr. Chairman, I am pleased to report 
to the Committee about the success of EXPO 
’°67, which is being acclaimed not only in 
Canada but throughout the world as an artis- 
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tic and aesthetic success of the first magni- 
tude. I would also add that at the current 
pace of daily attendance the exhibition will 
be a popular success far beyond the estimates 
of the three governments sharing in the 
Canadian Corporation for the 1967 World 
Exhibition. 

The planning and staging of the World 
Exhibition is an achievement of which 
Canadians may be proud. Six weeks after 
opening, the Exhibition has welcomed 10 mil- 
lion visitors through the gates. As of yester- 
day, the total cumulative attendance was 
10,431,857 visitors. The advance estimate of 
total attendance for the entire period of the 
Exhibition would seem to be conservative. 
Instead of the earlier estimated total of 35 
million visits, total attendance now is expect- 
ed to be well over 50 million. Revenues as of 
May 30 are estimated at approximately $56 
million; and I think that figure is relatively 
precise, although it has not been audited. 


The fears that EXPO ’67 was not well publi- 
cized outside the immediate Montreal area 
have proved to be unfounded. The ceremonies 
of inauguration on opening day brought a 
flood of almost 4,000 journalists from all parts 
of the world to EXPO ’67. Almost universally 
their reports to their home countries of our 
EXPO ’67 in Canada, generally, have been en- 
thusiastic. Based on the continuing interests, 
approximately 20,000 journalists we estimate 
will visit the Exhibition. 


Naturally there have been some problems 
involving the operation of an Exhibition of 
such immensity. These problems have been 
met as they occurred, and solutions have been 
found. For instance, buses were added to sup- 
plement the free mass transportation system 
to carry the crowds, which continue to be 
larger than anticipated. 


The most publicized area of concern is ac- 
commodation in the Montreal area. The con- 
trol of accommodation and costs is under the 
jurisdiction of the Province of Quebec which 
is enforcing legislation protecting visitors 
against being over-charged. Considering the 
fact that Lodge Expo has already booked over 
23 million bed nights, and is handling re- 
quests at the rate of 10 million per day, the 
number of complaints is quite minimal, I 
think. 


Many factors have contributed to the 
success of the Exhibition during its first few 
weeks. Not the least of these factors are the 
advertising and promotion campaign conduct- 
ed in the United States. Those of us who had 
responsibility for EXPO have been enormously 
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helped by the support of this Committee, and 
by Parliament; and I wish to express again 
my personal gratitude for the various visits 
made by the Committee and their under- 
standing of the difficult problems that have 
been faced and, I hope, overcome, although I 
do not mean to imply that we will not have 
problems in the days ahead in handling such 
enormous numbers of people. But I can report 
that it is going well and that it has exceeded 
the expectation of all of us who have been 
involved in the planning and development of 
this great undertaking, which I am sure will 
raise the sights of all Canadians not only in 
our Centennial year but in the years ahead. 


Thank you very much, Mr. Chairman. 


The Chairman: Thank you, Mr. Minister, 
for your usual very complete report of the 
wide ranging activities of the Department un- 
der your leadership and guidance. 


Now, we are open for questioning. If you 
will signify in the usual way, I will mark you 
on the list. While I am doing so, I will recog- 
nize Mr. Lambert who has already told me of 
his interest in asking questions. 


Mr. Lambert: Mr. Chairman, having re- 
ceived a copy of the Minister’s statement only 
now, I think I would like to leave aside the 
question of the levels of trade. I would like to 
go into the Kennedy Round and I know that 
we are into quite an area of uncertainty at 
this time with regard to that. 


I want to know whether the Minister was 
aware of the representations made by the 
Chemical Manufacturers’ Association last 
year to the effect that they did not want to be 
presented with a fait accompli of conditions 
which could seriously affect the industry, 
which in Canada is on a very narrow com- 
petitive basis. 


I was wondering how much consultation 
took place with the chemical industry in this 
country with regard to the potential conces- 
sions that might be made, because after all, as 
the Minister indicated, we were on a selective 
basis rather than across the board. Was there 
any consultation? 


Mr. Winters: Yes, there was consultation 
—dquite considerable consultation. I will ask 
Mr. Schwarzmann to give you the details of 
the consultation. 


Mr. Maurice Schwarzmann (Assistant 
Deputy Minister, Trade Policy): Mr. Chair- 
man, you may recall that before the opening 
of negotiations, the government set up a com- 
mittee on trade and tariffs which held de- 
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tailed consultations with all industry groups 
and a large number of firms, as well as re- 
ceiving detailed briefs from them. So we had 
advanced consultation and throughout the 
period of negotiation consultations and views 
expressed by the chemical industry and other 
industries were taken into account throughout 
the actual operation in Geneva. 


Mr. Lambert: What concerns me is that it 
is rather late in the game, aS we are ap- 
proaching really the last few months of 
negotiation, to find the chemical industry 
bound by its views that it had to make spe- 
cific recommendations about consultation. 


Now, this rather goes counter to what you 
say, Mr. Schwarzmann. Were they not satisfied 
with the degree of consultation prior to that? 
I am hopeful that there was this consultation, 
but after all it was only last fall, I think, that 
they were making a very strong pitch. As a 
matter of fact, some indicated that they felt 
they were not being consulted whatsoever 
with regard to this. Now, where are we? 


Mr. Winters: Consultation was done largely 
by the Department of Industry, and most of it 
dates back to the early days of the Kennedy 
Round before I became associated with it. 
From my conversations with the industry, I do 
not feel there is any lack of consultation. I 
think they have had and still have these ap- 
prehensions about their ability to operate ina 
highly competitive field with the lack of tariff 
protection that they felt they have had all 
along. They have been very disturbed about 
this. I have had a number of conversations 
with them, but I would like Mr. Schwarzmann 
to continue along these lines. 


Mr. Schwarzmann: J might add that apart 
from the Kennedy Round consultations that 
took place in the early stages and later there 
was, in the case of the chemical industry, a 
special tariff board report which involved a 
sort of separate operation. At the time of the 
tariff board reference, and through the inves- 
tigation by the tariff board of the Canadian 
chemical sector of the tariff, I understand 
there was very extensive and detailed discus- 
sion with the industry. These views, and all 
the information that developed at that time, 
were transmitted and taken into account in 
connection with the negotiations themselves. I 
do not think I can go into any more detail 
than that. | 


Mr. Lambert: Well, of course, the proof of 
the pudding will be in the eating, which we 
will see after June 30, I hope. I want to point 
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out that my particular interest in this is that 
we have a developing chemical industry in 
western Canada based primarily on oil, gas 
and other resources of Alberta and Saskat- 
chewan, and because of its geographical situa- 
tion it must depend to a great extent on 
export markets. These industries are par- 
ticularly sensitive, and this is the reason for 
my concern. I do not want to see a plateau 
reached in the development of fertilizer 
plants and chemical installations such as we 
have in Edmonton and Calgary because, to 
me, these are absolutely necessary for the 
future development of the country. If they 
have been hard hit as a result of these ne- 
gotiations, really we are going to set back the 
industrial development of those particular 
areas to a considerable extent. 


Mr. Winters: I think these export-oriented 
chemical operations have very good prospects. 
The dismantling of the American Selling 
Price is going to be a great step forward in 
international trade. It will give our Canadian 
chemical industry a better opportunity for 
fair markets in the United States than they 
ever had before. The concessions granted by 
the EEC, which is the other big area in this 
field, should present further opportunities to 
our chemical industry to export. 


In the field of fertilizer, of course, I think 
our people have almost unlimited horizons. 
This is one area where the demand on a 
world basis is going to be increasing, par- 
ticularly in the less developed countries. 


Mr. Ballard: You are talking about manu- 
factured fertilizer? 


Mr. Winters: Yes. 


The Chairman: I think that comes under a 
different department. 


Mr. Winters: You name it; we will sell it. 


Mr. Macdonald (Rosedale): Mr. Chairman, I 
have a supplementary question which is real- 
ly for Mr. Lambert. What are they complain- 
ing about, that the export markets are not big 
enough, or that they are losing protection at 
home? 


Mr. Lambert: No, the viable operation of 
these are, shall we say, for a large scale 
economy. The domestic market is so small for 
many of our more sophisticated chemicals 
that they must depend upon 80 per cent of 
their production being sold on the export 
market, and they fear we might have en- 
countered difficulties in the results of the 
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Kennedy Round. Others, on the other hand, 
depend a great deal upon their domestic mar- 
ket, and if we have really cut away what 
they— 


Mr. Winters: They are really afraid, yes. 


Mr. Lambert: Yes; they are more the peo- 
ple who are concerned about this. They feel 
that they have been thrown to the wolves. 


Mr. Winters: That is right. 


Mr. Lambert: And they felt that they want- 
ed to know they were going to the wolves. 


Mr. Winters: I think we know their posi- 
tion. There are other instances too where, 
despite the fullest consultation and our great- 
est efforts to meet the requests of the industry 
in the course of bargaining, we just have not 
been able to get all we wanted, and aluminum 
is a great example of that. We have not been 
able to gain the concessions in foreign mar- 
kets in aluminum that we were seeking. I 
think we have already said that and I think it 
is well known. 


It is not because there was not consultation 
or because we did not try, but because of the 
nature of negotiations. In aluminum, for ex- 
ample, we were not a negotiating party of the 
first part; the basic negotiations were done 
- there between the Nordic countries and the 
Common Market. The concessions granted by 
the Common Market, or not granted, were 
those that were made available to the rest of 
us and that was the nature of this very mul- 
tilateral kind of negotiation. 


Mr. Lambert: Mr. Chairman, that is all I 
want to say about the Kennedy Round. I have 
some other questions in another field, but if 
there are any who want to go into the 
Kennedy Round I am prepared to yield. I will 
pass until the next round. 


The Chairman: The next name I have on 
my list is Mr. Clermont. Then I have Mr. 
Cameron, Mr. Ballard, and Mr. Macdonald. 


Mr. Clermont: Mr. Chairman, if I under- 
stood the Minister correctly, he started with 
exports. 


Mr. Winters: Yes. 


Mr. Clermont: Then the Kennedy Round, 
and so on. My first question, Mr. Chairman, 
will concern exports and I will ask my ques- 
tion in French. 
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(Translation) 

Mr. Chairman, at the beginning of my com- 
ments, I would like to thank the Assistant 
Deputy Minister, Mr. Fletcher, who sent us a 
brief-case with documentation from the De- 
partment of Trade and Commerce. It is re- 
grettable that we only received it at 6 or 6:10 
last night. The reason for this was, as the 
Minister said at the beginning of his com- 
ments, that he had been informed of the 
Committee meeting only a few days ago. 


My question is about our exports and our 
sales abroad. I noticed that the Minister men- 
tioned that our exports increased by 11 per 
cent in the first four months of the year. 


(English) 


Mr. Winters: No, I believe the increase was 
17 per cent. We are up $500 million in the first 
four months over last year, and I think the 
percentage is 17 or 18 per cent. 


(Translation) 


Mr. Clermont: I notice that our sales to the 
United States, for the first four months, in- 
creased by 18 per cent, whereas those 
to the United Kingdom by only 2.8. My 
information comes from the Dominion Bureau 
of Statistics, Daily Bulletin of June 5, 1967. 
Our sales to other countries of the Common- 
wealth have increased by 33.6, and to other 
countries by 11 per cent. Would the Minister 
have some explanation to offer the Committee 
regarding the increase of only 2.8 in our sales 
to the United Kingdom for the first four 
months of 1967? 


(English) 


Mr. Winters: Do you mean comment on 
how high it is, or how low it is? 


Mr. Clermont: No. How is it, Mr. Minister, 
that our exports to Great Britain have in- 
creased only 2.8 per cent in 1967, whereas it 
seems that in all other parts of the world our 
exports have increased by a much larger per- 
centage? 


Mr. Winters: And you are questioning why 
they are not greater to Great Britain? 


Mr. Clermont: Yes. Have you any reason 
for it, or is this natural? 


Mr. Winters: It is the nature of their econo- 
my and, I think, it is part of the nature of the 
trading world. Within the Commonwealth of 
nations Canada’s trade is far in advance of 
any other country. We are going against a 
trend, and a world trend right now, by having 
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our total exports for the first four months as 
high as they are. The British economy is still 
a bit sluggish. Their exports to Canada in the 
first part of the year have not been as buoy- 
ant as they have been. They are not as high 
as they wish and I think it is fair to say they 
are not as high as we wish if we are contem- 
plating a high level of exports to that coun- 
cy. 


Mr. Clermont: My question might be ex- 
plained, Mr. Minister, by the fact that I 
remember a question that was asked last year 
by Mr. Macdonald, I think, and you said that 
Great Britain is buying where she can get 
the best price. 


Mr. Winters: Of course. 


Mr. Macdonald (Rosedale): May I ask a 
supplementary? Has the British import res- 
triction program for currency reasons any- 
thing to do with that performance? 


Mr. Winters: No, I would not say so. I 
think it is part of a pattern of their economy 
which has not got all the bounce now that 
they would like. 


Mr. Lamberti: Mr. Minister, I am sorry to 
interject, but surely they have import control 
too, certainly during the latter part of 1966 
and the early part of 1967. As a sign of 
improving conditions you get reports of the 
removal— 


Mr. Winters: I think they have removed 
them and I really do not know of any impedi- 
ment by way of import controls to our export 
performance with the United Kingdom. Am I 
correct on that? 


Mr. Schwarzmann: All the import quota 
restrictions have been removed except, I 
think for one or two, on certain agricultural 
items, but they did pass the 15 per cent sur- 
charge which was abolished in November. 


Mr. Winters: So, there are no impediments 
now in the way except the condition of the 
British economy. 


Mr. Lambert: If I may ask a supplemen- 
tary, is it not a fact that because the sur- 
charge existed until November there would 
still be the effect in the first four months of 
1967? Because you remove import restrictions 
it does not mean that the next day you are 
going to have immediate effects. People do 
not make up their minds to buy until these 
things have been taken off. 
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Mr. Winters: That could be. I simply said 
that I know of no impediments now that are 
standing in the way of our export program 
with the United Kingdom. 


Mr. Clermont: If I understood your reply to 
Mr. Macdonald, I think it was on June 7, 
1966, you said that England is buying where 
she can get the best bargain. 


Mr. Winters: Yes, generally speaking. I 
think we all do or we should do. 


Mr. Clermont: Yes, that is only business. I 
agree with that but are we giving better bar- 
gains to the other countries? 


Mr. Winters: No, not at all. In many ways 
Britain gets a better bargain under the pref- 
erential tariff treatment. 


(Translation) 


Mr. Clermont: The next item is the Ken- 
nedy Round negotiations. In this connection, 
Mr. Lambert mentioned the chemical manu- 
facturers’ anxiety. In our region we have 
many pulp and paper companies, and I think 
that this industry also has shown some appre- 
hension with regard to what they call 
“refined paper”. 


Has your department, Mr. Minister, had 
any meetings with the representatives of that 
industry before signing or accepting the 
Kennedy Round negotiations? 


(English) 


Mr. Winters: Yes we did. As you know 
there are no tariff impediments in the way of 
pulp and newsprint. There are substantial 
tariffs in the way of the free flow of trade in 
fine papers. We did seek advantages in this 
area for our producers and there were full 
consultations before the discussions were 
brought to an end. 


(Translation) 


Mr. Clermont: But, are these apprehensions 
on the part of the representatives of this 
industry justified or are their attitudes a re- 
sult of their not yet being familiar with the 
regulations of the final agreement? 


(English) 


Mr. Winters: I cannot be specific at this 
stage as you well know, but to the extent 
that we had to give concessions I suppose 
there are grounds for apprehension. There is 
probably greater exposure and the Canadian 
producing community will have to face up to 
the realities of the competitive market place. 
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I think our fine paper industry is one that 
should face up to it and one that can face up 
to it. There are more growth opportunities in 
the fine paper area than in almost any other 
area of our forest product industries, and I 
think our fine paper manufacturers should go 
after them. 


The Chairman: Perhaps I can make a 
suggestion now which I was going to make 
before we adjourn. While we want to try to 
discuss this very important aspect of the de- 
partment’s work as fully as possible it is 
obvious that the Minister will not be in a 
position to answer as fully as you might like 
until July 1, as final details are being worked 
out. 


My suggestion is, therefore, that it might be 
very useful for this Committee to be in a 
position after July 1, to hear the further 
views of the Minister once the full details of 
the Kennedy Round arrangements are availa- 
ble as well as those of the industries con- 
cerned, with respect to the implications for 
these industries in the field of trade and also 
what they think might need to be done with 
respect to adjustment assistance for them- 
selves, their workers and so on. I thought this 
might be a good time, therefore, to make the 
suggestion. 


Mr. Lambert: I know there is a hoped-for 
target by the government that most of the 
Committees will have finished their consider- 
ation of departmental estimates by June 30 
and in that event we would have no oppor- 
tunity of a point of reference for discussions 
with the Minister of this very important 
point. 


The Chairman: IJ think I left out something 
which is the key to my suggestion, and that is 
while we try to discuss this issue as widely as 
possible now—I am not suggesting other- 
wise—in addition we might get some response 
from governmental circles that perhaps we 
will have a special order of reference. 


Mr. Winters: I would be glad to come 
together with you on an ad hoc basis, on a 
study group basis, or any other basis you 
wish to approach it. I think it would be a 
wonderful opportunity to help to disseminate 
information about what is going to be the 
most important development in the trading 
world in this generation. 


Mr. Lambert: Well, we will not be sitting 
until September. This is part of the difficulty. 
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The Chairman: It may well be that the 
industries concerned might want to take a 
month or so to study the details of the propo- 
sals. 


Mr. Winters: The industries can come in 
any time. We will tell them that. It is the 
members of Parliament who are concerned 
here. 


The Chairman: I want to make sure my 
suggestion does not give the impression I 
think we should not discuss this now. This is 
a further suggestion to the Committee which 
I think might lead to our doing some con- 
structive work. 


(Translation) 


Mr. Clermont; Mr. Chairman, I want to 
pursue the subject of the Kennedy Round 
negotiations. Last year when the Minister 
came before the Committee, certain fears 
were expressed by some members of the 
Committee with regard to the results of those 
negotiations. One member, in _ particular, 
claimed that there might have been a little 
too much fanfare with regard to the possi- 
bilities of success. At the conclusion of the 
four-year negotiations, are you, Mr. Minister, 
as the representative of Canada, more or 
less satisfied with the result achieved? 


(English) 


Mr. Winters: Well, one is never satisfied 
and in some areas we did not get the access 
we were seeking. In other areas J think per- 
haps we did better than expected. Overall, 
having regard for the complexities and basic 
fears that lie deep in many of these countries 
about removal of tariffs, I believe that the 
result achieved was as good as could be ex- 
pected. 


(Translation) 


Mr. Clermont: Mr. Minister, in your report 
to the House of Commons with regard to the 
Kenedy Round negotiations, you showed en- 
thusiasm at the thought that Canadian indus- 
tries might increase their sales to the United 
States. However, I see, among other things, a 
newspaper article entitled: U.S. Protectionists 
Flex their Muscles. I believe that it is possible 
for certain legislation to be put before the 
Congress with regard to dairy products also. 
In the first four months of 1967, a large quan- 
tity of dairy products was sold to the United 
States, exceeding the quota, I _ believe. 
Moreover, this is true not only of dairy prod- 
ucts but this is true also of meat, lead, zinc, 
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steel, textiles, oil, natural gas and even the 
whole range of plywood and hardwood lum- 
ber. 

According to this report, can we anticipate 
any legislation that might reduce our sales to 
the American market in this connection? 


(English) 


Mr. Winters: 
Clermont. 


Not that I know of, Mr. 


(Translation) 


Mr. Clermont: The article appeared in the 
Toronto Financial Post of May 27, 1967. 


(English) 


Mr. Winters: I do not know of any grounds 
for fears. I have no control over the United 
States Congress. 


Mr. Clermont: I know that. Have you any 
control over the Canadian Parliament? 


Mr. Winters: That is open to debate, I 
would say. There are no indications that the 
United States Congress, the President or the 
Senate will not abide by the spirit and the 
letter of the agreements reached at Geneva 
which are directed towards freer trade. 


Mr. Clermont: There is no danger, Mr. 
Minister, that they will impose quota? 


Mr. Winters: We have no indication that 
they will impose quota. 


Mr. Clermont: There might be more liberal 
tariff but if they impose quota— 


Mr. Winters: I know, and this is one of the 
non-tariff barriers to trade that we have been 
attacking. We have been attacking these 
quotas and perhaps the next great assault on 
trade barriers around the world will be in 
these non-tariff areas of quotas and exclu- 
sions of one kind or another. But we have no 
notice of any such action being contemplated 
in the United States. 


(Translation) 


Mr. Clermont: Mr. Minister, in your obser- 
vations you mentioned the agreement with 
regard to the new wheat prices. I note in your 
departmental estimates on the item concern- 
ing storage costs that the estimates for 1967- 
68 are lower than those of 1966-67 by almost 
$6 million although I note that in a report by 
the Dominion Bureau of Statistics the re- 
serves at hand at the end of May were larger 
than those of last year. Do you have any 
explanation in this regard? Does this amount 
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not represent storage costs for wheat for ex- 
port after July 31 of each year? 


(English) 


Mr. Winters: I think it represents the 
charges for storage on the amount over an 
average figure—175 million bushels or some- 
where around there—and I suppose when the 
estimate was put in by the Wheat Board it 
was on the understanding that the carryover 
would be at a certain figure. If we have to 
increase that we will have to do it through a 
supplementary estimate. 


Mr. Ciermont: What I find strange and 
which surprises me is the fact there is a 
bigger inventory now, but your estimates for 
1967-68 are lower than 1966-67 by nearly $6 
million. 


Mr. Winters: Perhaps by the time the year 
is over and with the way wheat is moving 
now—it is moving very well—we will be well 
within that estimate. 


Mr. Clermont: In your estimates for 1966-67 
the first figure was $30 million but the cost 
came to $39 million, a difference of $9 million. 


Mr. Winters: All I can say is that you have 
done far more homework on this than I have. 
I commend you. 


The Chairman: Perhaps we can get further 
details of this later in our study. 


Mr. Clermont: I would agree to that, Mr. 
Chairman, perhaps we could get the reply 
at our next sitting. 


The Chairman: I am suggesting that since 
this is the technical portion of the depart- 
ment’s responsibility it might be looked into 
so that is can be justified at our later sittings. 


Mr. Winters: Certainly. 


Mr. Clermont: This is my last question, Mr. 
Chairman. I thank the deputy minister for 
what he sent us last night, but I noticed that 
there was only an English copy of the 
Canadian cuisine. I hope this information is 
available in French, too. 


Mr. Winters: It is. 


Mr. Clermont: Because French Canadians 
are ‘“‘de fins gourmets,” too. 


Mr. Winters: I am told by the officials that 
it was printed for distribution only in the 
United States and not in Canada; so that it 
is not a document that is distributed here. 
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The Chairman: I gather that the materials 
in the kit are designed to give us a representa- 
tive idea of the vast range of materials the 
department turns out? 


Mr. Winters: Yes. 


Mr. Clermont: So that this is for publica- 
tion only in the United States, and is in En- 
glish only. 


The Chairman: Perhaps we should check 
the recipes to see whether we agree that they 
represent distinctive Canadian cuisine. 


Now I will recognize Mr. Cameron. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I do not have very much to say at 
this stage, Mr. Chairman but there is one 
point on which I would ask the Minister to 
elaborate. He mentioned in passing, when dis- 
cussing the Kennedy Round that he felt that 
he and his officials had been able to protect 
our basic industry. Could he elaborate on 
what industries he had reference to? 


Mr. Winiers: Perhaps, more appropriately, 
I should have referred to segments of our 
economy rather than to particular industries, 
because of the nature of the concessions we 
had to give. We did not have to give linear, 
across-the-board cuts on manufacturing in- 
dustries to the same extent as had other in- 
dustrialised countries. Therefore, we were 
able to maintain the basic tariff structure of, 
and to protect, some of these industries more 
than other countries have been able to do. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Could you elaborate on the types of 
industries? 


Mr. Winiers: No, I do not think I could at 
the moment. You will have to wait for that 
one. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Another matter came to my mind 
when you were speaking. There have been 
some conversations going on in my own prov- 
ince of British Columbia about the possibility 
of joint enterprises, particularly with Jap- 
anese interests, for the possible establishment 
of some assembly plants. Will the Kennedy 
Round decisions have any effect on the ad- 
mission of components for such joint enter- 
prises? 


Mr. Winters: Well, they might. I think it is 
generally known that we did make some 
concession in the field of machine tools and 
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such like, largely of the class or kind that are. 
not made here anyhow. We thought it was 
pointless to continue charging our producers 
tariffs on tools of production if we could 
avoid it without harming industries that pro- 
duce those sorts of goods. That was noted, I 
think, in the press, so that I am not saying 
anything that is not already generally known; 
but I do not think I can go beyond that. 


There are some joint undertakings involv- 
ing Japanese capital, but so far they have 
been pretty well confined to the raw material 
industry, providing concentrates of one kind 
or another. We have told the Japanese that 
although we appreciate this kind of export 
business, it is the sort of commodity that ev- 
erybody wants, and that were not prepared to 
pay a very high price for any concessions they 
might suggest, because it did not mean any- 
thing to us; that you can sell it elsewhere. 
However, we told them that they could 
not contemplate indefinitely the receiving of 
raw materials from Canada, and that as soon 
as we can upgrade these materials and get 
more value out of them in Canada we of 
course want to do so. This was one of the 
bargaining positions we were able to take 
with them. 


Mr. Cameron (Nanaimo-Cowichan- The 
Islands): That is all I have just now, Mr. 
Chairman. 


The Chairman: Thank you. I will now 
recognize Mr. Ballard, followed by Mr. 
MacDonald and Mr. Laflamme. 


Mr. Ballard: Mr. Chairman, I wish first of 
all, to congratulate the Minister and his de- 
partment on their part in the success of 
Expo ’67. It is my opinion that the difference 
between the tremendous attendance that we 
are getting at Expo ’67 and what was forecast 
can to a great extent be attributed to the 
advertising campaign that the Minister un- 
dertook in the United States, at what proba- 
bly might be termed ‘‘the last minute.” 


Mr. Winters: No; it was phased in that 
way. However, I do recognize the very valua- 
ble help given to us by this committee’s 
recommendation that we incur those expendi- 
tures. 


Mr. Ballard: Has the Minister considered 
the infusion of money with the object of ad- 
vertising the Pan-American games to be held 
in Winnipeg? I think there is a feeling in 
Canada that they have not been advertised 
well enough to attract a large attendance. It 
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may be that it requires only an advertising 
budget of some proportions to make the 
games successful. 


A great deal of money has been invested in 
the accoutrements and the structures for the 
games. It would be a tragedy to have them 
submerged among the other Canadian fairs 
and exhibitions because of the attention that 
is focused on Expo ’67. I do not believe that 
they will detract from Expo ’67. I think they 
could be advertised in conjunction with it. 


Mr. Winters: The mere fact that people are 
coming to Canada this year in response to our 
over-all advertising will go a long way to- 
wards ensuring the success of the Pan- 
American games. I am sure they will be 
successful. However, we have been doing 
something to help advertise them. 


With your permission, Mr. Chairman, I will 
ask Mr. Fletcher to tell you what we have 
been doing. 


Mr. T. R. G. Fletcher (Assistant Deputy’ 
Minister, Trade Promoticn): Mr. Minister, 
Members and Mr. Chairman, the Canadian 
Government Travel Bureau, in collaboration 
with the travel authorities in Manitoba, Alber- 
ta and Saskatchewan, has been carrying out 
a program of regional advertising in its efforts 
within the United States of America. 


For example, the advertisements that ap- 
pear in daily newspapers, or over the radio, 
or on television, in the United States midwest 
have regularly featured the Pan-American 
games, which concern Manitoba. 


In effect, sir, the Travel Bureau has tried to 
ensure that important activities across Canada 
other than Expo ’67, are given featured pub- 
licity in the Travel Bureau’s own campaigns. 


In addition, and apart from advertising, 
there have been co-operative promotional 
ventures. Towards the end of May, in Day- 
ton’s department store in Minneapolis, the 
three prairie provinces combined with the 
Travel Bureau, the Centennial Commission 
and Expo ’67 to put on an all-Canada publi- 
city promotion of Centennial year; and setting 
aside the obvious effort of the province of 
Manitoba, the Travel Bureau’s effort did fea- 
ture the Pan-American games. The flow of 
inquiries into the bureau’s offices in Min- 
neapolis and St. Paul and, indeed, in In- 
dianapolis have doubled this year over last, 
and the reports we have are that 60 per cent 
of these concern the Pan-American games. 


Mr. Ballard: Is the department considering 
any further increase in the amount of adver- 
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tising, not restricted to the Central or West- 
ern United States? Is there going to be an 
advertising effort concentrated in the remain- 
der of the United States? 


Mr. Fletcher: All over the United States the 
Travel Bureau has been employing what it 
calls a “gutter” advertisement which lists the 
highlights of centennial events in 1967 from 
coast to coast across Canada. These are adja- 
cent to specific advertisements by, in this 
case, the Province of Manitoba. 


However, to answer your question, sir, in 
every area where the province of Manitoba 
believes it has an important market from 
which it can draw tourists in the United 
States the Canadian Government Travel 
Bureau has collaborated with the province to 
advertise the Pan-American games. In addi- 
tion, the Travel Bureau’s advertisements and 
printed matter invariably mention the Pan- 
American games wherever that material is 
distributed within the United States; but 
there is a regional emphasis. 


Mr. Ballard; Mr. Winters, have any surveys 
been made in the United States, similar to 
those undertaken prior to the program adver- 
tising the games at Expo, to determine the 
awareness of Americans of the fact that the 
Pan-American games are being held? 


Mr. Winters: Not to our knowledge. We 
have not been so directly involved in this as 
we were with Expo. 


Mr. Ballard: Is the Manitoba government 
not receiving any assistance from the federal 
government in staging the Pan-American 
games? 


Mr. Winters: Yes, they are; but the primary 
responsibility rests with the Manitoba gov- 
ernment. They may have made surveys; I do 
not know. 


The Chairman: If I am not mistaken, it is 
not your department that is responsible for 
the federal support of the Pan American 
Games. It comes under the Department of 
Health and Welfare. 


Mr. Ballard: I was talking on the tourism 
aspect, though. I will leave that point and ask 
you one blunt question in connection with the 
oil industry: What efforts are being made by 
your department at the present time to en- 
courage the export of oil to the United States, 
or to encourage the import of oil by the 
United States from Canada? 
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Mr. Winters: Well, the lead role in that is 
played by the Minister of Energy, Mines and 
Technical Resources. All these things are 
done on an interdepartmental basis as far as 
the official approach to us is concerned, the 
Department of Trade and Commerce, being 
responsible for our foreign trade, is naturally 
urging an all-out effort in this. We have seen 
the officials in Washington on a number of 
occasions, and we are pressing our case with 
the American government just as warmly as 
we possibly can because the climate at pres- 
ent appears to be more favourable than it 
has been because of the state of uncertainty 
in the Middle East. 


Mr. Ballard: There seemed to be a lobby 
developing in the United States, asking for a 
reduction in oil imports, but this may have 
changed within the last few days. 


Mr. Winters: Oh, no; the lobby will be 
there anyhow. 


Mr. Ballard: There have been indications 
that the importations might be reduced rather 
than increased. I was wondering if your de- 
partment— 


Mr. Winters: No, I do not think there is any 
basis in that. We are pressing our case just as 
warmly as we can, through the proper chan- 
nels, and the response we get is a very realis- 
tic and, I think, not unfavourable one. 


Mr. Ballard: One last question, then, just as 
a matter of interest. You indicated that you 
had made a survey of industry, set out guide 
lines, and so on, had sent out 3,300 inquiries 
and had received 1,900 replies. My concern 
relates to the companies from which you did 
not receive a reply. Was there resistance by 
these companies to replying, or was the ab- 
sence of a reply caused by something else? 


Mr. Winters: Mr. Ballard, if I may give you 
the figures, I sent letters to about 3,300 com- 
panies and I have received replies from ap- 
proximately 2,500. There were actually 1,900 
replies but they were with respect to about 
2,500 companies. Most of the companies that 
have not replied—and replies are still coming 
in—are nominees. Many of the companies are 
just names and the companies are being kept 
alive by lawyers perhaps. They are not opera- 
tional at all. I would think that the 500 or 600 
that have not replied are perhaps all in that 
category. 


Mr. Ballard: In other words, you are quite 
satisfied with the co-operation that you are 
getting? 
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Mr. Winters: I am; but I will not be com-: 
pletely satisfied until all the companies reply. 
We have had no reluctance or resistance 
whatever. 


Mr. Laflamme: Mr. Chairman, my ques- 
tions relate specifically to the problems aris- 
ing in the shoe manufacturing industry in 
Canada. About two months ago we had a meet- 
ing of all parties in the House of Commons 
with representatives of the Shoe Manufac- 
turers’ Association. They submitted figures 
for the last 10 years showing the imports and 
exports of their products. Those figures indi- 
cate that Canadian industry in this field is 
very much affected by the increase in exports, 
which amounts to about 300 per cent in the 
last 10 years. Mr. Winters, were you present 
at that meeting? 


Mr. Winters: No, I was not. 


Mr. Laflamme: I realize that you have 
those figures. Are you or your Officials of the 
opinion that if the current situation continues 
we may have a lot of trouble in Canada be- 
cause of this industry’s efforts to protect this 
increase? Although the population is increas- 
ing there is a diminution in their own produc- 
tion. It is my opinion that we are increasing 
exports from Japan and other countries far 
beyond what could be considered normal. 


Mr. Winters: We have had many represen- 
tations about this, and I have visited a num- 
ber of shoe manufacturing establishments to 
see what condition the Canadian industry is 
in, as far as I could assess it. The ones I 
visited were highly efficient; they were not 
only competing domestically but were export- 
ing. The production of shoes in this country 
has gone up quite substantially. 


It is true that our imports of shoes have 
gone up, too, but there is no evidence of 
dumping that I know of. We are going to 
have a new dumping code which is going to 
be an effective outgrowth of the Kennedy 
Round negotiations. This code will examine 
the situation on the basis of injury, but will 
have to be on a national basis. 


All I can say at this stage is that I am aware 
of the problem, and we are watching it. Some 
shoe manufacturers are probably being hit 
harder than others, but those I have seen 
appear to be operating at full capacity and 
exporting their product. 


Mr. Laflamme: You have no doubt noticed 
that exports to the United States have greatly 
diminished in the last couple of years. Is this 
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because they have imported some products 
from other countries, as did Canada? 


Mr. Winters: I have no doubt that they are 
importing a lot of shoes in the United States. 
However, I could not answer your question 
statistically because I do not know. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): Mr. Winters, do you happen to 
know, how many shoe manufacturing compa- 
nies there are in Canada? 


Mr. Winters: No, I do not know the num- 
ber. However, we can find out for you. Does 
anyone here know? 


Mr. Clermont: Mr. Winters, you mentioned 
a new dumping law. Am I correct in saying 
that when the new dumping law comes into 
effect we will have to prove, in addition, that 
the prices are lower than our market price 
and that they are hurting the Canadian in- 
dustry? 


Mr. Winters: Yes; the basis of it is one of 
injury. We have to establish injury. 


Mr. Clermont: Would it not be more diffi- 
cult to prove that goods are sold in Canada 
that way? 


Mr. Winters: What constitutes “injury” is 
always a matter of determination, but on the 
whole the new code, if implemented, will, I 
think be easier to administer. It is accepted 
universally now. There will, I think, be advan- 
tages in operating under it in other countries. 


Mr. Clermont: Thank you. 


Mr. Ballard: Mr. Chairman, is the criterion 
of injury an international one, or is this 
strictly the Canadian approach? 


Mr. Winters: It is an international ap- 
proach. I suppose there will be yardsticks 
worked out from it. It is still in its prelimi- 
nary stages. It has been accepted in principle, 
but it will have to be implemented. 


The Chairman: Probably the officials can 
provide us with the number of shoe manufac- 
turing firms in Canada. The Dominion Bureau 
of Statistics would have those figures. 


Mr. Laflamme: I have them in my office 
but I do not recall them precisely. 
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There was another problem raised by that 
association. They represented to us that the 
imports of those products were not of too 
much benefit to the consumers because some 
merchants were selling some of the imported 
products at prices higher than their real val- 
ue. They requested that we should impose 
upon the importations the precise quality of 
the products so that they could perhaps com- 
pete better with their Canadian sales. 


Mr. Winters: Do you mean that we should 
impose a standard mark-up? 


Mr. Laflamme: Yes; a standard mark-up, or 
something of that kind. 


Mr. Winters: I do not know that I would 
want to suggest that we get into a price 
control operation. I do not think that I would. 
I am of the opinion that it is too difficult to 
administer any such program in times of 
peace. 


Mr. Laflamme: But their main difficulty in 
competing with the other countries stems 
from the fact that they are paying salaries 
which are much higher than they are in the 
countries which are exporting to Canada. 


Mr. Winters: Generally speaking, I think 
our operations are more efficient. We use less 
labour and more machinery. These operations 
are pretty highly automated. I have not seen 
a great deal of our industry, but what I have 
seen of it appears to be quite efficient. 


Mr. Laflamme: I think you may have chos- 
en only the best ones. 


The Chairman: Mr. Laflamme, if you have 
concluded your questions, may I say that it is 
very close to one o’clock. I suggest that we 
adjourn until next Tuesday. Perhaps we 
should ask the Minister to return then be- 
cause I suspect that some members may have 
further questions after having reviewed the 
Minister’s statement. We could then excuse 
the Minister and go on with the administra- 
tive portions of Vote No. 1 and Vote No. 5 
which deals with the Trade Commissioner 
Service. 


There being no other comments of a routine 
or administrative nature from members of the 
Committee I will declare the meeting ad- 
journed. 
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Department of Trade and Commerce: Messrs. J. H. Warren, Deputy Minister; 
T. R. G. Fletcher, Assistant Deputy Minister (Trade Promotion); Dennis 
Harvey, Assistant Deputy Minister (Commodities and Industries); Roger 
Rousseau, Trade Commissioner Service; Maurice Schwarzmann, Assistant Dep- 
uty Minister (Trade Policy); L. L. Rodger, Comptroller Secretary; V. J. 
Macklin, Director, Economics Branch; Marcel Legris, Director, Personnel 
Branch; L. L. Marks, Chief, Financial Services Division; R. W. MacLean, 
Director, Standards Branch; G. E. Anderson, Assistant Director, Standards 
Branch; D. B. Laughton, Director, Agriculture and Fisheries Branch; Bruce 
Kidd, Grain Division; B. F. Armishaw, Executive Assistant to the Deputy 
Minister. 


The Vice-Chairman expressed the condolences of the Committee to Mr. 
Irvine, a member of this Committee, who has recently lost his wife. 


The Committee resumed consideration of Item 1 of the 1967-68 Estimates 
of the Department of Trade and Commerce. 


Pending arrival of the Minister, who was delayed at a Cabinet meeting, 
Messrs. Warren, Fletcher and Rousseau were questioned. 


The Minister having arrived, he was questioned, and was assisted in 
answering questions by Messrs. Warren, Fletcher and Harvey. Item 1 was 
allowed to stand. 


At 12:50 p.m. the Committee adjourned until Thursday, June 15, 1967 
at 11:00 a.m. 
Dorothy F. Ballantine, 
Clerk of the Committee. 


(Extract from the Minutes of Proceedings, Thursday, June 15, 1967) 


On motion of Mr. Macdonald (Rosedale), seconded by Mr. Cameron 
(Nanaimo-Cowichan-The Islands), 


Resolved,—That the evidence adduced at the meeting of Tuesday, June 13, 
1967, be incorporated as part of the official Proceedings of this Committee. 


Attest. 
Dorothy F. Ballantine, 
Clerk of the Committee. 
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EVIDENCE 


(Recorded by Electronic Apparatus) 


Tuesday, June 13, 1967. 


The Vice-Chairman: Perhaps while we are 
waiting Mr. Warren would introduce the 
members of his staff who have attended with 
him? 


Mr. J. H. Warren (Deputy Minister, De- 
partment of Trade and Commerce): Gentle- 
men, apart from Mr. Cantin, who is known to 
you, and myself, Jack Warren, the Deputy 
Minister of the department, we have a num- 
ber of officials with us this morning. Perhaps 
it would be of interest to you, as suggested by 
the Vice-Chairman who is chairing the meet- 
ing this morning, if I were to introduce them. 
Mr. Leslie Rodger on my immediate right is 
the Comptroller-Secretary of the department 
and is responsible for administrative and per- 
sonnel matters generally, liaison with Par- 
liament and the submission of Cabinet docu- 
ments; all that area of the Department’s work 
or planning relating to administration. 


First on our right against the wall, Mr. 
Maurice Schwarzmann, whom I believe you 
met last week. He is the Assistant Deputy 
Minister for Trade Policy. Mr. Larry Marks, 
who is head of the financial branch of the 
Department: Mr. Dennis Harvey, the Assist- 
ant Deputy Minister in charge of Commodities 
and Industries Services; Mr. Tom Fletcher, 
the Assistant Deputy Minister, External Trade 
Promotion who, amongst other things, has the 
responsibility for Canada’s Trade Commis- 
sioner Service; Mr. Roger Rousseau, next to 
him, is the Executive Director of the Trade 
Commissioner Service who is en poste and is 
going to Paris to be a Commission minister in 
France. Next to him is Mr. David Laughton, 
who is Director of the Agriculture and Fish- 
eries Branch of the Department. Then, Mr. 
Bruce Kidd, who is acting for Mr. Bob Esdale, 
Chief of the Grain Division of the Depart- 
ment. Mr. Esdale is at home today with a 
shoulder which is immovable. Next to the 
pillar, Mr. Rod MacLean, Director of the 
Standards Branch, and his chief adviser in the 
area of weights and measures, Dr. Anderson. 
Next is Mr. Vic Macklin, Director of the 
Economics Branch of the Department of 


Trade and Commerce, and next to him on the 
extreme left is Mr. Marcel Legris, Chief of 
Personnel. 


The Vice-Chairman: Thank you very much, 
Mr. Warren. Gentlemen, no doubt you are 
aware that last week one of our colleagues 
and a member of this committee, Mr. Irvine, 
lost his wife. On behalf of the committee I 
offer Mr. Irvine our deepest sympathy. 


I understand from Mr. Warren that the 
Minister, the hon. Mr. Winters, is supposed to 
be here this morning. Is that correct, Mr. 
Warren? 


Mr. Warren: It was Mr. Winters’ intention, 
when I spoke to him before Cabinet, to leave 
Cabinet and come to the Committee at 11 
o’clock. It now being a quarter past eleven, 
possibly there are matters you would like to 
raise with the Department that we could per- 
haps deal with in Mr. Winters’ absence. We 
are at the disposition of your committee, sir. 


The Vice-Chairman: Yes, Mr. Lambert? 


Mr. Lambert: Mr. Chairman, I do not want 
to pre-empt any plans but I would like to 
suggest that perhaps we could receive evi- 
dence on some of the administrative detail 
that is contained in the minister’s statement. 
We do not need a quorum to receive this 
evidence. We could then go into questions, for 
instance, which I have about the Trade 
Commissioner Service, and I am sure that we 
could probably get that information from Mr. 
Fletcher because the questions would be 
passed on to him by the Minister in any event. 


The Vice-Chairman: Gentlemen, may I see 
a quorum? At present Mr. Lind has signified 
his intention to ask questions. 


Mr. Lind: I would like to ask questions of 
the Minister when he arrives. 


The Vice-Chairman: Mr. Lambert, are you 
ready to ask questions of members of the 
staff? 


Mr. Lambert: Thank you, Mr. Chairman. 
My questions are in the area of the trade 
commissioner service. The Minister’s state- 
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ment indicated that there were 210 officers on 
strength. I would like to know the degree of 
change of personnel in the Trade Commis- 
sioner Service; the flow of resignations and 
transfers, the enlistment and also the nature 
of the background which offers the greatest 
potential for good officers in the Trade 
Commissioner Service. Are they graduates in 
commerce? Are they graduates in a particular 
field, in arts and science. What is the back- 
ground: what type of men are you looking 
for? 


Mr. Warren: I would like Mr. Fletcher to 
answer that question if Mr. Lambert agrees. 


Mr. T. R. G. Fletcher (Assistant Deputy 
Minister, Trade Promotion, Department of 
Trade and Commerce): Mr. Chairman, Mr. 
Lambert, I will deal with the sections of your 
question in sequence. Your first query was 
with regard to the flow of personnel? 


Mr. Lambert: That is right—the change- 
over; what you experience over a few years; 
whether there is an increasing changeover of 
personnel or whether there is stabilization. 


Mr. Fletcher: I would say, sir, that upon 
balance the attrition through resignations be- 
_ cause serving officers wanted to go to some 
other kind of employment is very low indeed. 
On the other hand, in the last few years the 
attrition that we have experienced is higher 
than it used to be. We believe that this reflects 
what we have come to term “the present gen- 
eration’. The young man who joins the Trade 
Commissioner Service is imbued, because of 
his environment, his generation, with more 
restlessness than used to be the case. He is 
prepared to devote five to ten years of his 
business career with one employer. Then he 
thinks it normal to change and go to another 
employer. But even saying that, Mr. Lambert, 
the attrition rate is very low indeed; it is 
particularly to be found amongst the more 
junior officers of the Grade 2 and Grade 3 
levels and we have eight levels of officers. 


As to the intake, in the fiscal year 1966-67, 
we recruited 33 young officers. That was the 
largest single recruit class that we had ever 
recruited. We went out for them deliberately; 
we were very pleased with the quality of 
officer whom we obtained. In the current 
fiscal year, we are receiving the recruits re- 
porting for duty. We have 30 more coming in 
this year. This is another very large class by 
our normal recruiting standards. 


We are very pleased with the academic and 
other qualifications of these young officers. In 
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so far as their academic disciplines are con- 
cerned, where this comes into eligibility, we 
do find, as is logical, that the preponderant 
university degree or degrees are in the com- 
merce and finance area, Masters of Business 
Administration, and so on. But nonetheless we 
have degrees in all the relevant academic dis- 
ciplines: we have engineers of every kind; we 
have students with degrees in modern lan- 
guages; we have honours history students; we 
have people with degrees in political science 
and economics. If it does not sound too face- 
tious, we have everything but doctors and 
dentists. 


Literally we do not specify any particular 
academic discipline as required. To put it 
another way, we are looking for a young man, 
or a young woman, in whom we can find the 
qualities of a good mind, a touch of the ex- 
trovert, and a sense of mission. 


Mr. Lambert: What do you mean precisely 
by, a sense of mission? 


Mr. Fletcher: Well, sir, it is not all glamour. 
There is a good deal of heartache, hard work 
and activity, which is offset by challenge, var- 
iety and job satisfaction because our people 
can make a contribution to their country and 
their Department. But quite literally, the per- 
son who does best in the Trade Commissioner 
Service, in our judgment, is someone who has 
a flavour of the missionary about him, and I 
do not mean that disrespectfully. This is 
someone who must have that little bit of extra 
zeal and initiative, and we call it a sense of 
mission, a sense of wanting to contribute. 


Mr. Lambert: Last year, I believe, I attend- 
ed a dinner meeting in Edmonton at which 
there was a whole group of your new officers 
who were on a familiarization tour of Canada. 
Is this part of the general indoctrination of 
your new recruits? 


Mr. Fletcher: Yes. Prior to their going 
abroad to their first posting, all the recruits 
undergo a period of training that lasts twelve 
months within Canada. The greater part of 
that training is specifically with the Depart- 
ment at Ottawa, or visiting other scheduled 
departments of government in Ottawa. 


But a total of four of the twelve months is 
taken up in a coast-to-coast familiarization 
tour which introduces the young officers to the 
economy of Canada because we have found 
that in many cases an officer from a particular 
province has not travelled in other parts of 
Canada, and since he is going to represent the 
country as a whole, we send him physically to 
every province in Canada. 
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In the course of his trip we develop a pro- 
gram that emphasizes the export-oriented sec- 
tor of the Canadian economy. He talks with 
provincial departments concerned with export 
trade and industrial development; he visits on 
a sampling basis, obviously, typical export op- 
erations, companies, factories, trade associa- 
tions, chambers of commerce, the whole 
gamut that is representative of the Canadian 
business community. They undertake some- 
thing in the neigbourhood of 300 calis in the 
course of the four months from coast to coast. 
This introduces them to the potential of the 
Canadian economy for export but it is, I re- 
peat, a sampling process, nothing more nor 
less. 


Mr. Lambert: Coming back to the question 
of recruitment, do you feel that you get a 
sufficient volume of recruits to be selective so 
that you have no problem in getting what you 
consider the right type of man or woman? 


Mr. Fleicher: We do, sir. This year, I men- 
tioned we are recruiting thirty young officers. 
These were selected from a total of over 400 
applicants. Mr. Rousseau, Executive Director 
of the Trade Commissioner Service, was in 
the Interview Selection Board. 


Mr. C. O. R. Rousseau (Trade Commissioner 
Service, Department of Trade and Commerce): 
The recruiting system we follow is one which 
meshes with the total public service recruiting 
from graduates. This year we had a pool of 
4.000 who wrote the written examination. 
This was brought down to a 1,000 for the 
Public Service, of which 500 were for the 
foreign service, for both External Affairs and 
ourselves. 


Mr. Lambert: So you work into that gener- 
alized pool. You do not have a competition 
exclusively for Trade Commissioner Service 
as such. 


Mr. Fletcher: No. There is a joint competi- 
tion for foreign service for the Department of 
External Affairs, the Department of Trade 
and Commerce and the Department of Man- 
power and Immigration. 


Mr. Lambert: You indicated your intake of 
recruits for last year and this year. Do you 
envisage any change in that pattern for the 
next few years, or do you feel that you will 
still have that fairly strong demand for new 
officers, say for the next five years? 


Mr. Fletcher: We believe there will be a 
continuing strong demand for officers in the 
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Trade Commissioner Service for the foreseea- 
ble future, Mr. Lambert. 


Mr. Lambert: Thank you. 


The Chairman: Gentlemen, I should have 
mentioned that the Minister placed before this 
Committee some comments on Item No. 1 of 
last Thursday. If any of the members present 
do not have a copy of these comments, I have 
them here. His comments were on export, 
guidance to foreign-owned subsidiaries; trade 
policy Kennedy Round; trade agreements and 
negotiations; trade promotion, Export Advi- 
sory Council; Operation Export 1967; co-oper- 
ation with and staffing of the Business 
Development Bureau of Expo ’67; Trade 
Commissioner Service, new trade posts; sup- 
ply situation; exhibitions and standards. 


Mr. Lind, do you have any question to ask 
the Departmental official? 


Mr. Warren: Mr. Chairman, may I offer one 
comment additional to what was said by Mr. 
Fletcher and Mr. Rousseau, which I think is 
relevant to Mr. Lambert’s inquiry? I think it 
will be of interest to the Committee that quite 
a number of the young men who enter the 
competition for the foreign service, and in 
particular for the Trade Commissioner Serv- 
ice, have had some business experience as 
well as their academic experience. 


Mr. Lambert: May I add a supplementary 
question? How many of your candidates are 
bilingual? By that I mean not only those who 
speak French and English, but those who have 
a useful working command of another lan- 
guage besides English, be it Spanish, French, 
German or any other languages that would be 
of considerable use in the foreign service? 


Mr. Fletcher: I understood Mr. Lambert’s 
question to mean: how many of the applicants 
have a foreign language additional to French 
and English. 


Mr. Lambert: No. My question was, how 
many of the recruits taken on are bilingual? 
By bilingual I mean another language besides 
English. Primarily, of course, I am interested 
in those who speak French as well, but how 
many of them offer another language besides 
English or French? 


Mr. Fletcher: Of the present reporting class 
of 30 recruits, 11 are of French extraction, and 
an additional 3 of other extraction have a 
facility in French. However, all recruits on 
reporting for duty are given a language 
competence test in French if their mother 
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tongue be English, and in English if their 
mother tongue be French. If their capacity 
indicates that they need additional training, 
they are sent to one of the intensive language 
courses operated by the Public Service 
Commission, Mr. Lambert. This gives them 
three months’ training in the other official 
language of Canada. 


In so far as a third language in concerned, 
we find that this is rare. Frankly, Mr. Lam- 
bert, we have, as a policy, a program that 
leads us to send the officer who needs a third 
language to a language school at the expense 
of the Department. In other words, we believe 
one can purchase a specific foreign language 
competence after recruitment, and that we are 
better advised to seek the quality of mind and 
temperament in the man rather than look for 
a recruit who also has an additional language 
facility. If we find it, of course, we are elated, 
but we believe we can purchase foreign lan- 
guage competence and that is a more realistic 
approach than to try to seek recruits with a 
third or fourth language facility from amongst 
all of the applicants. 


Mr. Lamberti: This brings to mind, if I 
might continue, the fact that I have had a 
number of discusions with university students 
_of, say, Ukrainian or German parentage who 
have as their mother tongue their ethnic lan- 
guage, and who find themselves at somewhat 
of a disadvantage as to what qualities they are 
able to offer because of this second language; 
it does not really count for anything. 


I am also concerned in Western Canada 
about the second and third generation 
Asiatics, primarily Chinese, where we have a 
pool, with a very strong potential, of universi- 
ty graduates who I think can be of great 
service to the Public Service of Canada be- 
cause they are able to offer, say, Chinese as a 
second language. Naturally, coming from 
Western Canada, they are not versed beyond 
high school French; they have a complete 
mastery of English, but they are also very 
competent in Chinese. I would hope that we 
could offer a meaningful future to people of 
this category. 


Mr. Fletcher: Mr. Lambert, we place no 
inhibitions on such candidates applying. 
There is no discrimination against them on 
the grounds that they may not know French 
or they may not know English, as the case 
might be. As I have explained, so far as Can- 
ada’s two official languages are concerned, we 
will send the recruited officer to learn the one 
in which he is not proficient. 
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Where a man has an additional language 
facility, and all other qualifications are equal, 
we give recognition to that additional facility 
as well. I am not personally aware of whether 
we have had any candidates of Chinese or 
Japanese extraction, such as you instance, in 
recent competitions, but I can assure you, that 
there would be no tipping of the balance 
against them on those grounds, sir. They stand 
equally on their capacity and on the impres- 
sion they make at the time of interview and 
the judgment of the Foreign Service Selection 
Board with all the criteria that that board 
brings to bear. 


Mr. Lambert: The reason I raise this is that 
there is an increasing volume of second and 
third generation Canadians of Chinese origin 
coming forward. I would hope that they could 
be encouraged to come into the Public Service 
because, unfortunately, I do not think our 
interests in the Pacific have been accentuated 
enough. We have a real potential there, Mr. 
Minister, and I think we should encourage 
these people to come forward. 


At the moment I think perhaps the scien- 
tific disciplines attract them more, but there 
are increasing numbers coming into our 
schools and universities in the West who are 
going into patterns of commerce, business 
management, and so on. This field, being open 
to them, would encourage them to apply; I 
am looking over the long pull. 


The Vice Chairman: Before I recognize Mr. 
Lind, I understand that the Minister has some 
replies to questions asked by Mr. Laflamme 
last week concerning the shoe manufacturing 
industry. 


Hon. Robert H. Winters (Minister of Trade 
and Commerce): Yes I have, Mr. Chairman. I 
apologize for being late; I attended a meeting 
which is still in progress. 


Mr. Laflamme requested the number of 
shoe manufacturers in Canada. The number of 
manufacturers of leather footwear, including 
slippers, is 219 and the number of manufac- 
turers of rubber footwear is 7, for a total of 
226. That is on the basis of DBS statistics of 
1965. 


Mr. Cameron asked for the number of shoe 
manufacturers in the United States. The an- 
swer we have, which is obtained from the 
Department of Industry based on statistics of | 
1963 provided by the United States—which is 
a little out of date—is that there are 1,040 
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manufacturers of shoes, except rubber; slip- 
pers 153; rubber footwear 53, for a grand total 
of 1,246. 


The Vice-Chairman: I now recognize Mr. 
Lind. 


Mr. Lind: Mr. Winters, as you realize, scat- 
tered, throughout Southwestern Ontario we 
have many furniture manufacturers. We real- 
ize their concern about the Kennedy Round of 
talks at Geneva regarding removal of import 
duty on furniture, their chances of breaking 
out of the domestic market and going into the 
export market. Have you anything to say that 
would allay their fears, if this tariff protection 
is removed, in respect to their furniture 
products? 


Mr. Winters: No, I do not think at this stage 
I can say anything to either allay or heighten 
their fears. You are fearful that the tariff will 
be removed altogether, whereas we are look- 
ing for a freeing up of trade and not free 
trade at this time. I think, as far as further 
details go, you will have to wait until June 30 
when these all become translated into formal 
agreements. 


Mr. Lind: If an item becomes free of tariff, 
would the import of the fabrics that they use 
extensively—and they import a lot of these 
—be given a balancing compensation by a 
reduction of import duties on the fabrics? 


Mr. Winters: I am not quite sure what you 
mean. 


Mr. Lind: In our furniture manufacture we 
used a lot of imported fabrics which I under- 
stand at the present time are subject to cer- 
tain duties. If we are going to take the protec- 
tive tariffs off our furniture and be subject to 
foreign import competition, would the fabrics 
used in the Canadian manufacture of our fur- 
niture be freed of duties? 


Mr. Winters: Do you mean if they are re- 
exported; if the furniture is exported? 


Mr. Lind: Used for the domestic market and 
export too. 


Mr. Winters: I think you will have to wait 
and see how this washes out. You continue to 
speak, Mr. Lind, about the removal of tariff 
which I think is a little bit too pessimistic an 
approach. If you have protectionist tendencies 
in mind, I think you will find, on the over-all, 
that Canadian industry is going to be the 
beneficiary, although you might find isolated 
instances in which a reduction in. the tariff 
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will provide more exposure than it does now. 
We will have to wait and see. Perhaps you are 
a little unduly pessimistic at this stage. 


Mr. Lind: Thank you. 


Mr. Lambert: May I ask a supplementary 
question? 


The Vice Chairman: Yes, Mr. Lambert. 


Mr. Lambert: In the event that there are 
changes in the anti-dumping rules for Canada, 
and I think today there was a report from the 
meeting of the Canadian Council of Furniture 
Manufacturers in which they expressed con- 
cern about the possible effect on Canadian 
furniture manufacturers if there is a whole- 
sale removal of anti-dumping prohibitions, 
they will be able to match the competition. 
that will follow from this by a lowering of 
tariffs on imported fabrics that they use. 


We know very well that many of the furni- 
ture manufacturers must bring in some of the 
materials which they use and that it would 
make little sense actually to open up competi- 
tion for the finished product and yet keep our 
manufacturers hobbled by rather high tariff 
or customs duties on the materials they bring 
in. 


Mr. Winters: Of course our aim, the govern- 
ment’s aim, and I think the country’s aim 
must be to get our cost structure down and to 
eliminate elements of cost wherever we can, 
and to the extent that tariffs become an ele- 
ment of cost I would assume we would like to 
see them reduced. 


Mr. Lambert: Well that action is dependent 
upon the Canadian consumer entirely, not 
upon any agreement. Perhaps the Minister of 
Finance has taken cognizance of this. 


Mr. Winters: Yes. 


The Vice Chairman: Are you through, Mr. 
Lind? 


Mr. Lind: I guess it all hinges on waiting 
for two weeks. 


Mr. Winters: Yes, I am sorry we are in this 
position but it is inevitable that we are. In 
another couple of weeks the whole business 
community will know where it stands. 


Mr. Lind: There is only one other area that 
I am concerned with. A year ago, in August, 
we were confronted with the Australian gov- 
ernment shipping in a lot of canned fruits to 
our area which the processers re-processed 
and put it on our market. At the same time 
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many of our farmers in Southern Ontario 
were greatly concerned about the loss of their 
fruit contracts. Is there any way of stopping 
Australian manufacturers dumping these 
fruits? 


Mr. Winters: As I remember, you along 
with Mr. Whelan and several other members 
from that area brought this to my attention at 
that time. We looked into it and could not find 
any evidence of dumping. The laid down costs 
here seemed to be consistent with the domes- 
tic selling price, when you add to that their 
cost of transportation and so on. We could not 
find any evidence to support the suggestions 
that there was dumping. 


Mr. Lind: There is no way that we can 
avoid the same thing happening this year if 
there is a bumper crop in Australia? 


Mr. Winters: We would certainly look at it. 
If there is any evidence of dumping, we can 
get at it; if there is no evidence of dumping 
then it is a matter of trade within the rules of 
the game and competition. 


Mr. Lind: Thank you. 
The Vice-Chairman: Mr. Macdonald. 


Mr. Macdonald (Rosedale): I wonder if I 
could return to the question we were discuss- 
ing with Mr. Fletcher and he could supple- 
ment his answers in that area if he has any 
information on hand, first, as to the number of 
Chinese-speaking officers and, second, as to 
the number of officers competent in the Slavic 
languages? 


Mr. Fletcher: Mr. Chairman, Mr. Mac- 
donald, subject to verifying the answer I give 
you now as very close to the actual fact, we 
know of no officers currently in the Trade 
Commissioner Service who are fluent conver- 
sationalists in Chinese. We have two officers 
taking an extracurricular course, as an ex- 
periment, in Mandarin conversation offered 
by the Ottawa Secondary School Board just 
to see what they can achieve. In so far as the 
Slavic languages are concerned, at the mo- 
ment we have three or four officers who are of 
Slavic extraction. One of these officers is cur- 
rently serving in Belgrade where his knowl- 
edge, through his mother tongue, of Serbo- 
Croat is being put to use. 


Annually, we have a selected officer taking 
a nine-month course in the Russian language 
which graduates him competent to read, con- 
verse and write mostly relevant to his office 
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duties. I do not know whether this answers 
your question along the line you had in mind. 


Mr. Macdonald (Rosedale): Do you have 
any information on Spanish-speaking officers? 


Mr. Fieicher: We have a great many. Mr. 
Rousseau himself is an example. Have you the 
statistics? P 


Mr. Rousseau: No, but we have about 20. 


Mr. Fletcher: There are over 20. We have 
13 posts in the Spanish-speaking parts of La- 
tin America and all officers who are sent to 
those posts take Spanish tuition to make them 
competent in conversation at least so that they 
can talk on the telephone or in person with a 
national of the country in which they are 
located. 


Mr. Macdonald (Rosedale): Thank you very 
much, Mr. Fletcher. I have a question to the 
minister. Mr. Fletcher mentioned a commis- 
sion in Belgrade but I notice there is no 
appropriation for Belgrade in the estimates. 
How does that come about? 


Mr. Winters: It is a new post. 


Mr. Macdonald (Rosedale): I am referring 
to page 496 of the estimates. So at the present 
time Canada would have only one position in 
eastern Europe, excluding Yugoslavia, for a 
trade commissioner, in Moscow itself. 


Mr. Fletcher: We have two officers in 
Moscow. We have our officer in Copenhagen 
accredited to the government of Poland. We 
have our officers at Vienna accredited to the 
governments of Czechoslovakia, Hungary, 
Bulgaria, Rumania and we have a post, a 
commercial division if you like, of the 
Canadian embassy in Belgrade, where the in- 
cumbent is accredited to the Yugoslav govern- 
ment. 


Mr. Macdonald (Rosedale): Does this reflect 
a feeling that there are really very limited 
business opportunities in state trading coun- 
tries? 


Mr. Fletcher: I do not think so. 


Mr. Winters: No. It is just building up in 
that area. We recognize the developing oppor- 
tunities there and, as you may recall, I took a 
trip through that area last fall and thought 
there were substantial business opportunities. 
We have been negotiating with a number of 
those countries since and we think we can 


June 13, 1967 


develop more trade. This is one of the reasons 
we are putting an officer in Belgrade. He 
previously worked out of Vienna. 


Mr. Macdonaid (Rosedale): Would he be re- 
sponsible for Yugoslavia alone or would he 
look after the Southern Balkans? 


Mr. Fletcher: At the moment we are mak- 
ing him responsible for our trade interests in 
Yugoslavia alone but we contemplate further 
decentralization in time. Our expectation is 
that he will have an additional country of 
Eastern Europe added to his responsibility as 
we decentralize the territorial accreditation of 
our post in Vienna. 


Mr. Macdonald (Rosedale): Mr. Minister, as 
I understand it, many of the longstanding 
trade agreements were negotiated with these 
countries when they were under a capitalist 
system and I wonder if the department seeks 
protection through treaty from the fact that 
they have moved, essentially, to a state trad- 
ing system and therefore the former princi- 
ples do not apply. 


Mr. Winters: If we what? 


Mr. Macdonald (Rosedale): If you sought 
‘protection from the fact that you are dealing 
with basically state trading organizations 
rather than private entrepreneurs? 


Mr. Winters: If we seek protection? What 
do you mean by that? 


Mr. Macdonald (Rosedale): Well, for exam- 
ple, if you are dealing with a government 
alone you will have some very different cha- 
racteristics than if you are dealing with a 
private entrepreneur? 


Mr. Winters: Yes. Most of these countries 
are changing over to open opportunities for 
dealing on a company to company basis. They 
are moving away from state planning and 
state operating in the field of economy so as to 
develop incentives and more freedom to oper- 
ate. This has not yet developed to the point 
where one can determine much change in the 
pattern but they all told us last fall of their 
plans to do this. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): May I ask a supplementary question? 


The Vice Chairman: Are you agreeable, Mr. 
Macdonald? 


Mr. Macdonald (Rosedale): Yes, Mr. Chair- 
man. 
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Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I was wondering, Mr. Fletcher, if you 
can give us any information, first, as to 
whether we have any officers of Japanese ex- 
traction and, second, whether we have any 
officers who are competent in the Japanese 
language. It seems to me this is an area which 
is going to become increasingly important. 


Mr. Fletcher: Mr. Chairman, we have no 
officers in the Trade Commissioner’s Service 
who are of Japanese extraction. We have a 
wife who is Japanese but no officers. At the 
present time the officers serving at the 
Canadian embassy in Tokyo and those who 
served in the past have developed an imper- 
fect command of spoken Japanese, the simpler 
terms, but none of them could be classed as 
fluent in the Japanese language for conversa- 
tional purposes. 

We are in touch with the authorities that 
operate the public service foreign language 
school, the Department of National Defence 
specifically, and they are giving consideration 
to a Japanese language course that would take 
about nine months of tuition time. But hereto- 
fore we have taken the view that it would 
take up to two years constant study of the 
Japanese language to make a person fluent 
and we have not felt able to invest a man’s 
time to that degree, sir, bearing in mind our 
over-all position and personnel resources. This 
is why we are looking at the shorter course 
that may become a reality and then we will 
send somebody to it. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Would it not be good policy to seek 
recruits among those of Japanese origin for 
whom Japanese is the mother tongue? I have 
in mind the reports one hears of complete 
miscomprehension between Japanese and 
English-speaking people, the Japanese appar- 
ently having a complete command of English 
but apparently not really grasping it. It seems 
to me it would be safer if we were to try and 
recruit officers who are of Japanese extraction 
and also have a complete knowledge of 
English because they were born in this coun- 
try rather than relying on the very difficult 
task, as you point out, of training people in 
this totally diffierent sort of language. 


Mr. Macdonald (Rosedale): I wonder if I 
could just put to the minister a generalization 
of Mr. Cameron’s question and say not just 
Japanese but other language skills. In view of 
the mosaic nature of the Canadian community 
it seems to me that we are missing a great 
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opportunity of utilizing native-born Canadi- 
ans who have not had to invest two years in 
learning the language, but have learned it 
from birth. It seems to me that perhaps a 
change of emphasis is indicated in the recruit- 
ing policy. As Mr. Cameron pointed out, 
in view of the prominence of Japanese 
Canadians in so many fields in Canada it 
seems bizarre that there is not one Japa- 
nese-speaking trade commissioner. 


Mr. Winters: Of course there is no reason 
why there should not be. We would welcome 
that. I do not know if any have come forward 
for consideration or not. 


Mr. Warren: There have been none who 
have qualified, sir. I think it is to be remem- 
bered, without in any way questioning the 
basis of Mr. Macdonald’s and Mr. Cameron’s 
questions, that the Trade Commissioners nor- 
mally stay for approximately three years ata 
healthy post or two and a half years at an 
unhealthy post, and then they rotate around 
the world and back here to Ottawa in order to 
give them a variety of experience in serving 
Canadian business interests. 

It is also relevant, I think sir, that in all of 
our offices our trade commissioners are 
backed up by what are called local assistants. 
These are people who are on the ground and 
of course have the complete facility of the 
native language. 

That in no way however suggests we would 
not be interested in a greater show of interest 
from Canadians with the necessary academic 
and business qualifications who in addition to 
a capacity of the tongues of Canada also have 
a supplementary capacity in another lan- 
guage. That certainly is a factor of merit and 
consideration. . 


Mr. Macdonald (Rosedale): What about 
offering them supplementary compensation to 
attract them into the field if they have this 
skill. 


Mr. Winters: I do not know. I think you 
should try to get people who are as flexible as 
possible. I know some Japanese are very 
dominant now in the commercial world; they 
are everywhere. They are always native-born 
Japanese who can go anywhere in the world. 
They are not Canadians who are trained in 
Japanese. They obviously feel that flexibility 
is what they are seeking. They really have 
done a remarkable job. 


Mr. Macdonald (Rosedale): But the Japa- 
nese do not have the option that we have. 
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Mr. Winters: That is true but there are a lot 
of North Americans living in Japan now. 


Mr. Macdonald (Rosedale): I have a final 
question to the minister. Has there been any 
effect on his department’s dealings with main- 
land China because of the internal political 
events going on there? 


Mr. Winters: No, none at all. The contracts 
we have are being serviced easily, as they say 
in banking terms, taking delivery on time and 
paying promptly. This is no indication of any 
disturbance in our commercial relations. 


The Vice-Chairman: Gentlemen, you will 
find on pages 1 to 12 in the Minutes and 
Proceedings of Evidence number 1 the Main 
Estimates for 1967-68 of the Department of 
Trade and Commerce. I have no other names 
on my list for questions. 


Mr. Lambert: I have questions in other 
fields. I am just waiting for a turn again. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I would like to ask questions on a 
different topic. I think perhaps Mr. Lambert 
had better go ahead. 


The Vice-Chairman: I do not know if as 
Chairman I am allowed to ask questions but I 
will ask a question. Mr. Minister, last year 
when you were before this Committee you 
were asked about the possibility of Great 
Britain entering the Common Market. If I 
remember your reply you said it was a hypo- 
thetical question but now Great Britain has 
made formal application to enter the Common 
Market. When you and your Kennedy col- 
leagues met this year or late last year with 
the British member of the Cabinet of Great 
Britain was there any question at that time of 
the possibility of Great Britain entering the 
Common Market and if so now will Canadian 
trade be protected? 


Mr. Winters: Yes, we have met with them 
on a number of occasions. I have had several 
conversations with the President of the Board 
of Trade, Mr. Jay. I had one with Mr. Wilson 
and then subsequently this year, in April, we 
had the Ministerial Conference in London at 
which we met with Mr. Wilson at the opening 
session. We discussed the Common Market, 
which was an item on the agenda, quite thor- 
oughly. They briefed us as well as they were 
able to. Mr. Wilson was at that stage just in 
the middle of his tour around the EEC coun- | 
tries of Europe. 
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He told us the reactions he had received 
and he said they would establish machinery 
for consulting with us as they went along, 
which they have done. We are taking ad- 
vantage of the opportunity to keep in close 
contact with them. They volunteered to do the 
best they could to protect what they consider 
to be essential Commonwealth interests and 
we of course asked that they do so. This was 
borne in mind, I think, in the discussions and 
negotiations at GATT and I think their atti- 
tude toward Commonwealth trade was a fac- 
tor in ultimately arriving at a wheat agree- 
ment. 


In addition to that they have undertaken 
with us to explore the areas in which they can 
protect Commonwealth trade as they go along. 
I do not know whether we have people in 
London at the moment, but we certainly have 
established a committee of people from the 
Department of Trade and Commerce who will 
be in London to watch these developments 
and take advantage of the opportunity to con- 
sult as we go along. I am told that they will be 
there toward the end of this month. 


The Vice-Chairman: Still dealing with the 
Common Market but in another direction, I 
understand that this year or late last fall there 
was a meeting of the presidents of the 
American countries to discuss the possibility 
of a Latin American Common Market. I un- 
derstand it may be far in the future and may 
be established only in the 1980’s but have you 
any comments on this possibility? 


Mr. Winters: No. We feel that we should be 
going after the Latin markets of the western 
hemisphere. High on my list—if I can get 
around to it; I have been travelling so 
much—is a mission down there. I would like 
to follow up some efforts that have been made 
there in the past, but we have never devel- 
oped the business with Latin America that 
we would like to develop. 


Years ago it was a pattern of our way of life 
in Nova Scotia to sell them large amounts of 
salt cod fish but that tapered off because of 
exchange difficulties, particularly in Brazil. I 
made an effort some years ago to revive that 
but with partial results only. There are many 
areas in which I think the field of trade could 
be expanded in Latin America, and I think we 
should pursue them more than we do now. 


The Vice-Chaiman: Has the Canadian gov- 
ernment managed to increase its shares in the 
Inter-American Development Bank and Ex- 
port Credit Insurance Corporation with Latin 
American countries? 
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Mr. Winters: We participate now with the 
Inter-American Development Bank and Ex- 
port Credit Insurance Corporation. 


The Vice-Chairman: I think it is in the 
amount of about $40 million; you have lately 
increased this by $10 million. In other words, 
our figure seems to be a very small one com- 
pared with the amount directed to this coun- 
try by other countries in the amount of $1,300 
million. Is it not a fact, Mr. Minister, that our 
country is very, very interested in Latin 
American business? 


Mr. Winters: I do not think that has in any 
way impeded our trade. If we find that credit 
facilities available through this channel are 
impediments in the way of trade, we will 
certainly look at it. That is one of the things 
we have to look at in connection with our aid 
program. 


Mr. Lambert: In the field of the Common 
Market, is it not the government policy at the 
present time to approach Britain’s application 
to enter the EEC on more or less an ad hoc 
basis depending upon proposals they have put 
forward, and then the government will assess 
them and be faced with the declaration by the 
British government that they want to do this 
or do that? 

Has there actually been a firm declaration 
of the Canadian stand as a result of Britain’s 
application that we would hope that they 
would look to certain guarantees with regard 
to trade, particularly in the field of agricul- 
ture—it seems to me that our friends in New 
Zealand and Australia have adopted that posi- 
tion—or are we merely going to play it by 
ear? 


Mr. Winters: We have made declarations on 
this, Mr. Lambert. We issued a communiqué 
following the meeting in London, in which our 
attitude toward British entry into the Com- 
mon Market was spelled out as specifically 
and precisely as anything can be spelled out 
in that international world of language. 

What we have said, in effect, is that it is a 
decision for them to make and that we are not 
going to do any backseat driving. It is a deci- 
sion we know they will make in their own 
interests, having regard as much as they can, 
within the framework of the Treaty of Rome, 
to their responsibilities toward their other 
trading partners, and particularly their mem- 
bers in the Commonwealth of Nations. They 
have accepted this and said they would con- 
sult with us as they go along. To that extent 
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it is on an ad hoc basis. That is the way it 
stands now and nothing has changed since 
that. 


Mr. Lamberti: It is my impression that one 
of the features of the EEC is that there is a 
rather high tariff wall with regard to agricul- 
tural products, and that we will find that for a 
lot of commodities which normally enter into 
Canadian-British trade, if there is adherence 
by Britain to the Common Market, that even 
their merchant activities and their brokerage 
activities will be affected. This would serious- 
ly impede the marketing of many of our sta- 
ple agricultural export commodities. 


Mr. Winters: That is undoubtedly true; 
there would be dislocations. The fact that we 
were successful in the Kennedy Round, and 
when I say ‘we’ I mean all the nations par- 
ticipating there were able to achieve success, 
means that the barriers to trade are not going 
to be as great as they were, and the disloca- 
tions resulting from Britain getting in will not 
be as severe as they might otherwise have 
been. 


I do not mean to imply at all that there will 
not be some very severe dislocations for a 
while until such time as we can pick up the 
slack through broader access to a wider mar- 
ket. I think we have to look at those areas on 
a long-term basis. 


It remains to be seen how much flexibility 
Britain has if she is really intent on conform- 
ing to all the requirements of the Treaty of 
Rome. I think she will find that her elbow 
room is fairly limited. So we will have to wait 
and see; it is a pretty “iffy” situation anyhow 
whether or not Britain will get in under the 
current situation in the Common Market. Mr. 
de Gaulle has expressed himself in pretty 
blunt terms but Britain is going to persevere, 
so they say. It would be difficult at this time 
to forecast or project much of a program on 
any proposition which may or may not de- 
velop. 


_ Mr. Lambert: Thank you, Mr. Chairman. 
The Vice-Chairman: Mr. Cameron. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I would like to ask the Minister to 
make some further comments on a matter that 
he discussed in the House on June 5 with my 
colleague, Mr. Saltsman, on the question of 
the nickel production and supplies of nickel 
for the domestic market. 

I have here a report in the Globe and Mail 
of April 20 of the annual meeting of the 
International Nickel Company, and this does 
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not seem to track very well with the reports 
of DBS and with your own statement, Mr. 
Minister, about the production of nickel. Mr. 
Wingate had this to say: 


Production this year will be a record 
but not as great as last year’s deliveries of 
500.2 million pounds, which included 100 
million pounds of U.S. Government sur- 
plus nickel sold at no profit. 


I was wondering if I could get some explana- 
tion of what that means. 


I have also had reports of domestic users 
who have been restricted in their deliveries 
while at the same time our exports to the 
United States have been increasing. The fact 
is reported that in 1966 we exported 1.7 mil- 
lion pounds more than we produced. 


I was wondering if the government has in 
mind any possibility of stockpiling a certain 
amount of it here in Canada rather than leav- 
ing some of our domestic users in short supply 
and continuing the exports to the United 
States at the rate they are presently being 
undertaken. 


I would like the Minister, if he could, to 
explain why the President or the Chairman of 
the International Nickel Company says that 
this year’s production will be a record al- 
though not as great as last year’s deliveries, 
whereas the DBS reports that we produced 
less both in 1966 and in 1965 than we had in 
previous years. There seems to be some confu- 
sion here. 


Mr. Winters: The stockpile in the United 
States has distorted the supply and demand 
figures. There has been a draw-down on the 
stockpile which gave the impression that 
there was a greater availability of nickel than 
there really is from world production. World 
production is not able to meet world demand 
at the present time, and the stockpile is get- 
ting pretty well eroded. The strike at Sudbury 
last year distorted the production figures con- 
siderably and set back the supply side of the 
supply and demand relationship. 


International Nickel has been pressed to 
meet demands on a world basis for nickel; 
they have not been able to cope with it. In 
this situation, they have undertaken to pro- 
vide to Canadian users 100 per cent of their 
utilization of last year. 


Mr. Cameron (Nanaimo-Cowichan- The 
Islands): But with no provision for any ex- 
pansion in their operations. 
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Mr. Winters: Well, they undertook at least 
100 per cent, as I said, but to do this they 
have had to cut back on some of their foreign 
customers. At the moment this is reflecting 
itself into some secondary situations such as 
scrap of stainless steel and nickel alloys. We 
are today, as a matter of fact, taking control 
of the export of stainless steel scrap and nick- 
el alloy scrap which is used in the making of 
stainless steel. 


Because of offshore buying, largely from the 
United States—they put on controls and we 
are going to match them, otherwise the con- 
trol will not be effective—we intend to main- 
tain the open border policy because a lot of 
the scrap used in this country comes from the 
United States, particularly for our outstanding 
producer of stainless steel which is based in 
Welland right next to the United States bor- 
der. We are taking that measure of control. 

We have been working with the nickel pro- 
ducers in Canada to voluntarily allocate, and 
so far it has been pretty good. We have one or 
two situations now that are rather difficult 
where the users are crying for more nickel, 
and we are going to try through one means or 
another to see if enough can be diverted to 
them so as to avoid repercussions in industries 
which are dependent upon them for supplies 
of nickel, particularly the automobile indus- 
try. 

The world situation is tight. In light of this 
the International Nickel Company wants to 
bring in more production. The only reserves 
they have been able to find so far are much 
lower grade reserves than they have devel- 
oped either at Sudbury or at Thompson. They 
could not do this with the present cost struc- 
ture and the price structure, so they sought a 
price increase last year. 


Having regard to the situation ahead, as 
well as our importance as an export country, 
we did not stand in their way in that price 
increase, and the United States were able to 
fight it through; they got a price increase in 
the nickel which will help them to develop 
some lower cost deposits which they are doing 
now. We hope the situation will right itself in 
due course; it takes time to bring in a mine, as 
you know. They are working on some new 
shafts and some new mines right now. 


We are going to try to spread the available 
supplies of nickel as well as we can over our 
domestic users, and also we want to have in 
mind that it is one of Canada’s outstanding 
exports and we like to export as much nickel 
as we can. So we have to balance between our 
domestic requirements and the desirability of 
exporting. 
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Mr. Cameron (Nanaimo-Cowichan-The 
Islands): The article goes on to say: 


The Inco chairman said the so-called 
black-market price of nickel had fallen 
from last year’s $3 a pound to a current 
level of about $2. 


Then in brackets there is: 


The company raised its price for elec- 
trolytic nickel last November to 85 cents 
a pound in the United States, and 92.15 
cents in Canada. 


The existence of a black-market price would 
indicate that there must be quite a severe 
shortage of nickel for domestic supply. 


Mr. Winters: Oh, there is; if you try to pick 
it up outside the normal channels you will 
have to pay a premium price for it. There are 
very few producing countries in the world. If 
you try to buy nickel now from any other 
producing country than Canada, you will 
probably have to pay an awful lot higher than 
we pay domestically for nickel. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Does the government not think that 
the primary objective of the government 
should be to see to the expansion of Cana- 
dian industry that is dependent on nickel 
supplies? 


Mr. Winters: We think that is a primary ob- 
jective; but, as I said, we have got to balance 
that against our export commitments, and we 
attach great importance in Canada to a high 
level of exports. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Even at the price of not getting the 
domestic expansion that we could get? 


Mr. Winters: No: we have favoured domes- 
tic expansion so far by providing them with 
nickel requirements up to at least 100 per cent 
of their 1966 utilization; even though sup- 
pliers who get their supplies from Canada have 
been cut down from that. Generally speaking, 
the situation in Canada has been pretty equa- 
ble. There has been no great dislocation ex- 
cept in these one or two instances I men- 
tioned, and we are trying to do something 
about them. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Thank you; that is all. 


The Vice-Chairman: Does anyone have a 
further question on this subject? 


Mr. Lambert: Mr. Winters, you mentioned 
action taken towards the encouragement of a 
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new International Sugar Agreement. Am I 
right in thinking that Canada did not partici- 
pate in the past in the International Sugar 
Agreement? 


Mr. Winiers: No; what we did not partici- 
pate in was a Commonwealth sugar agree- 
ment. We do participate in the International 
Sugar Agreement. 


Mr. Lambert: It seems to me that about two 
years ago, when there was a wild fluctuation 
in the retail price of sugar, one of the reasons 
that was given was that we did not participate 
in the International Sugar Agreement, and 
that therefore our long term purchases at a 
fixed price were not available to even out the 
price of sugar. 


Mr. Winters: I think that is the Common- 
wealth Sugar Agreement you have in mind. 


Mr. Lambert: Well, it seems to me that the 
information given in the House in reply to 
questions was that Canada did not participate 
in any international sugar agreement. 


Mr. Winters: I will ask Mr. Warren to sup- 
port this, but what was meant at the time 
must have been the Commonwealth Sugar 
Agreement. Is that right, Mr. Warren? 


Mr. Warren: Yes, sir, that was the substan- 
tive issue at the time on the rise in prices in 
Canada. We are members of the International 
Sugar Agreement, the price provisions of 
which are not now operative; they have 
broken down. We are working internationally 
to see if we can help in the negotiation of a 
new and better international sugar agreement 
which would be workable. 

At that time the Commonwealth sugar 
agreeement did provide, for example, to 
Britain a certain quantity and negotiated con- 
tract price. Canada did not have such ar- 
rangements. Canada has traditionally relied 
on the preference that we give to Common- 
wealth sugar producers. This is a very remu- 
nerative method of access to the Canadian 
market, to guarantee our supply. There was 
no shortage of supply, but our pricing was 
based on the London price, which rose. 


Mr. Lambert: Yes; but that was the London 
price on the free market. 


Mr. Warren: Yes. 


Mr. Lambert: The net result was, though, 
that there was a wild gyration in the prices 
listed on the retail market. Is it felt that if we 
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get adherence to a workable international 
sugar agreement, we will be able prevent 
that? 


Mr. Winters: There will undoubtedly be a 
price range in any international sugar agree- 
ment. 


Mr. Lambert: If I remember rightly, at the 
Commonwealth Parliamentary Association 
conference in Wellington, New Zealand, in 
November of 1965, one of the subjects of dis- 
cussion which generated what I considered to 
be a good deal of intelligent discussion was 
the question of these commodity agreements 
and the stabilization of commodity prices. 


Many of, shall we say, the more junior 
members of the Commonwealth, who are in 
the category of developing nations, felt that 
countries such as Canada should very definite- 
ly adhere to this type of agreement in order to 
give a stability of price to sugar, tin, rubber 
and cocoa. However, I must confess that the 
impression I, and, I think, many of my col- 
leagues, had was that Canada was just subject 
to the whims of the free market. 


Mr. Winters: Oh, we are now; but we are 
actively engaged in trying to encourage an 
international sugar agreement. 


Mr. Lambert: You would still get the wild 
gyrations. Even last week when you were 
making the statement you mentioned that the 
price of sugar had firmed up. Actually, it had 
gone up by 90 cents a bag, but two days later 
they announced a cut-back of 60 cents a bag. 
This does not indicate much stability of price. 


Mr. Winters: That was based on the London 
commodity exchange, as were the swings on 
the copper market based on the London metal 
exchange a short time ago; and that levelled 
out. Somebody happens to get a situation on 
the market for one day and it goes up; then 
they lose it and it goes down. It is fighting on 
the market, based on spot amounts of sugar. I 
think it would be valid to have commodity 
trading if there were an international sugar 
agreement on a commodity such as sugar on 
which so many of these less developed coun- 
tries are dependent for their livelihood. 


Mr. Lambert: Particularly in our relations 
with the Caribbean countries, in what we 
hope to be an expanding sphere of develop- 
ment. Sugar has been a stable crop with many 
of them, and it has, of course, been very 
difficult for them to handle. I think they have 
two options. Either they get an international | 
Sugar agreement which guarantees them rea- 
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sonable stability, or we work with them in 
developing viable alternate fruit and vegeta- 
ble crops. 


Mr. Winters: As you may know, we have 
done something to help there. You may recall 
that we told the Caribbean countries that we 
would remove the remaining tariff of 29 cents 
a hundredweight of sugar on the preferential 
system, and that will be made available to the 
extent that we can direct it to the sugar 
growers at the end of the year in respect of 
the sugar they have sold to Canada during the 
year, up to a total of 250,000 tons from those 
countries, which is their average to us over 
the past five years. 


The Vice-Chairman: Will you allow a sup- 
plementary on that point, Mr. Lambert. 


Mr. Lambert: Certainly. 


Mr. Winters: The figure should be 275,000, 
Mr. Chairman. 


The Vice-Chairman: Mr. Winters, if a new 
international sugar agreement is signed how 
will this affect our production of sugar beets 
in Canada? 


Mr. Winters: I do not know. It will depend 
upon the price, I suppose. It would either 
encourage or discourage the production of 
sugar beets. 


The Vice-Chairman: As you are aware, the 
government increased the price support of 
sugar this year? 


Mr. Winters: They had to do that to get 
enough sugar beets in the Niagara area to 
maintain the production of Mr. Lind’s plant at 
Chatham. The plant is not owned by Mr. 
Lind; it is owned by the C and D sugar 
company which said, I think, that they could 
not operate it unless they were guaranteed the 
production from some 20,000 acres of sugar 
beets. In order to encourage that amount of 
production the government had to support the 
price of sugar. 


The Vice-Chairman: If such an agreement 
were signed would it improve Canadian sugar 
beet production? 


Mr. Winters: Well, it all depends on what 
price it is sold at, Mr. Chairman. 


Mr. Lambert: Yes; and not only are West- 
ern or Southern Ontario concerned. I am con- 
cerned about the irrigation areas of Alberta 
where there is a certain amount of sugar beet 
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grown; and I think that perhaps ultimately 
the irrigation area of the South Saskatchewan 
dam project will also be involved. 

It is a poor proposition, in some ways, to cut 
off your nose to spite your face. I can see that 
there could be a conflict here. Mr. Clermont 
has brought out that participation in an inter- 
national sugar agreement would be done at 
the ultimate expense of our domestic sugar 
production. This is one of the factors that we 
must examine. 


Now, at what stage are the negotiations of 
this international sugar agreement? Are we 
encountering some real difficulties, or are 
negotiations progresssing satisfactorily? 


Mr. Winters: No, I would not say they are 
progressing satisfactorily. We have been doing 
what we can to bring the various countries to 
the discussion table. There are problems. I am 
not aware of all of them, but it has always 
been difficult to get an international sugar 
agreement because it is notorious that there 
are several countries that bolt any agreement 
on sugar that you try to arrive at. 


Mr. Lambert: Therefore, one cannot have 
too much hope about this? 


Mr. Winters: Well, we would like to feel 
that we would be hopeful, and we have as- 
sured our world colleagues, particularly the 
Commonwealth Caribbean countries who are 
pushing very hard for this to be supported, 
that we are doing everything we can. We will, 
and we are. I would like to feel that there is 
hope, but I cannot speak with great compe- 
tence at this stage because we have not got 
very far. 


Mr. Lambert: Thank you, Mr. Chairman. 


The Vice-Chairman: Are there any further 
questions? 


Mr. Macdonald (Rosedale): I wonder, Mr. 
Chairman, if I could just go back to this 
Caribbean deal. Do I understand that the cur- 
rent arrangement with the Caribbean is that 
we have dropped the duty from the British 
preferential level down to zero? In other 
words, for them it is duty free? Have we got 
a GATT waiver for that? 


Mr. Winters: We are going to do it by a 
Treasury transfer. At the end of the year, 
when we know the sugar they have sold to 
Canada, we will transfer to their governments 
amounts based on the number of tons of sugar 
they have sold, multiplied by this factor of 29 
cents per hundredweight. 
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Mr. Macdonald (Rosedale): What does that 
do for the Canadian consumer? 


Mr. Winters: It does not do anything for the 
Canadian consumer. 


Mr. Macdonald (Rosedale): In other words, 
he is still paying the same amount that he 
would have paid. In other words, this is a 
form of external aid? 


Mr. Winters: It is a form of external aid, if 
you care to regard it in that way. It is related 
to sugar specifically, and we hope it will go 
back to the sugar growers. 


Mr. Lind: If we are through with the sub- 
ject of sugar I would like to go on to some- 
thing else. 


The Vice-Chairman: Is it a new subject, Mr. 
Lind. 


Mr. Lind: It is not sugar; it is mining nad 
minerals. 


The Vice-Chairman: Have you a question 
on sugar. 


An hon. Member: No. 


Mr. Lind: Mr. Chairman and Mr. Minister, I 
was wondering about the position of zinc and 
lead on the world market. The demand for 
zinc, as I understand it, is dropping off, but 
lead is still fairly brisk. 


Mr. Winters: Fairly brisk; they are in good 
supply. I do not think there are any problem 
in zine and lead. Zinc is in a rather “easy” 
position around the world and the price has 
been a little weak, but there is no problem 
with supply. 


Mr. Lind: Do we have any problem in dis- 
posing of our production of zine and lead? 


Mr. Winters: Well, we are always seeking 
greater access to the American market. At the 
moment I really know of no great surpluses in 
Canada that are seeking markets. There are 
some price reductions; the price is a little 
weak, as I said. However, I cannot be specific 
about it because I have not got the current 
information at hand. 


Mr. Lind: Thank you. 


The Vice-Chairman: Are you through, Mr. 
Lind. 


Mr. Lind: Yes, thank you. 


Mr. Laflamme: Mr. Winters, I would like to 
draw your attention to the last report of the 
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current year of the textiles industry. They are 
deeply concerned about the importation of 
such large quantities of competitive products 
from other countries. 

Although this industry generally is trying to 
increase its production facilities it cannot in 
many ways, compete with the imports. They 
have increased their production, but not to the 
extent that they should be able to, and have 
already made great losses because they cannot 
compete at all in some kinds of materials. I 
would like to hear your comments on this 
situation. 


Mr. Winters: Well, textiles are a world com- 
modity that most countries want to make and 
make in good quantity and quality and for 
which they are seeking outlets around the 
world. They are one of the few things that the 
less developed countries do make, and some- 
body has got to buy them if we mean what 
we say about trying to help these countries 
to develop. 

Now, the British government has, I think, 
been extraordinarily good about admitting 
textiles into their country. They have in- 
creased their intake to the point where their 
own production has decreased substantially. 
We have voluntary quotas from a number of 
countries such as Hong Kong and Japan—I 
am not sure about Taiwan and Macao; and 
a few others are constantly pressing us to 
increase. I understand we bought some tex- 
tiles from Russia last year. This year we 
were not as successful because prices were 
high. It is one of those items of world trade 
that everybody makes. The warm countries 
have cotton of their own and it will always 
be a problem for a higher cost country such 
as ours that is trying to preserve its textile 
industry. 


The Vice-Chairman: But have the quotas 
from the countries you mentioned been in- 
creased the last couple of years? 


Mr. Winters: I will ask Mr. Warren to an- 
swer that. It comes within another depart- 
ment and I am not familiar with it. 


Mr. Warren: They are usually negotiated 
annually and there is usually pressure of 
course from the supplying countries for very 
large increases in the size of the quotas to 
which they are held in selling to Canada. But 
the negotiators usually hold them to a rate of 
growth which will not be disruptive to the 
Canadian market when and if they agree to 
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increases in quotas. The percentage growth is 
not such as to cause additional disruption. 


The Vice-Chairman: I am pretty sure, Mr. 
Minister, that you cannot complain about 
those companies. They are actually using all 
the facilities they can to increase their pro- 
duction at the lowest possible price. Even then 
in many ways they cannot compete with the 
importation production. I really think this is 
very difficult to settle unless you continuously 
revise the quotas for countries trying to ex- 
port to Canada, if you want to have a stable 
textile industry. 


Mr. Winters: It depends on what is the best 
utilization of one’s natural resources. If some- 
body can do things better than we can then 
perhaps we should concentrate on doing the 
things that we do best. Canada is the freest 
country in the world to import into. We have 
some non-tariff barriers, not too many, but I 
would guess that the non-tariff barriers to 
trade are going to be a subject in the next 
round of negotiations, and where we have 
these voluntary quotas it is a question of how 
long they will stand up. The only protection 
we will have then will be the items in the 
tariff. However, that is a long way off and for 
the time being we have the protection of the 
voluntary quotas which have been respected 
very well by the countries that entered into 
agreements with us. 


The Vice-Chairman: In your credit you 
show an amount of $135,000 for an office in 
Dallas. Was that office opened or not? 


Mr. Warren: It is to be opened. 


The Vice-Chairman: I see also that for 
1967-68 there is no credit for the trade offices 
in Bombay and Salisbury. Are these offices 
closed or what is the situation? 


Mr. Winters: I would not think that we are 
operating in Salisbury right now. It must be 
closed. 


Mr. Warren: Yes. 
The Vice-Chairman: And Bombay too? 


Mr. Warren: In Bombay there was not 
enough business to warrant the application of 
funds and personnel. 


The Vice-Chairman: In your remarks, Mr. 
Minister, you commented on the seminar of 
the trade commissioners and the visits they 
made throughout Canada, starting in Mon- 
treal. There is an article in the Financial Post 
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of June 3 with the heading: ‘‘Trade commis- 
sioners go abroad with bags bulging’. Is that 
a title or is it a fact? 


Mr. Winters: I think it is a title. It is one of 
these interpretative titles. They did have a 
very successful visit here and I expect that 
while this is figurative the business that will 
develop from this mission across Canada will 
prove to be worthwhile. 


The Vice-Chairman: [I understand this 
helped a lot of the firms that did not attend 
the meeting held in Ottawa in 1963? 


Mr. Winters: They could not attend, yes. 


The Vice-Chairman: Your commission, in 
going through Canada, gave added opportuni- 
ty to these individual firms to find markets for 
their products? 


Mr. Winters: Yes, that is right. The smaller 
companies are the ones we try to get to. The 
bigger companies can take care of themselves 
but the smaller companies do not have the 
facilities to get into the export trade. We tried 
bringing the facilities to them and we suc- 
ceeded. We had some 16,000 or more inter- 
views, I think, with some 2,500 companies and 
most of them were the smaller companies that 
have not the export facilities available to 
them. They took advantage of the fact that 
our trade commissioners came to them. 


The Vice-Chairman: Gentlemen, have you 
any questions? 


Mr. Lind: During the initial stage of the 
United States-Canada auto’ trade _ pact 
several of our smaller stamping factories ran 
into some difficulties. Has this been overcome? 
Have our automobile parts manufacturers in 
Canada increased very substantially over the 
last year or year and a half? 


Mr. Winters: Generally, I think they have. 
As you know, this was put into effect by 
another department and also before I came 
into the government so it is not my responsi- 
bility. However, Mr. Warren says that the 
dislocations were much less than the officials 
had anticipated at that time. I think it is 
settling down very well. I had the pleasure of 
participating recently in the opening of a few 
plants which have sprung up because of the 
auto parts pact. They are bigger operations 
taking advantage of the scale that is now 
available through the North American market. 
I think on the whole that while there have 
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been dislocations, and there will undoubtedly 
be more, the net effect for Canada has been 
very good. 


Mr. Lind: Have our smaller manufacturers 
been able to compete with the Americans and 
obtain a fair share of the American market? 


Mr. Winters: If they can get access to the 
American market, which they can do now, 
and extend their runs they can make their 
costs competitive, and they do. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): There was one question, Mr. Minister, 
I forgot to ask you. I do not know whether 
you have the figures. What proportion of the 
total world production of nickel is produced in 
Canada? 


Mr. Winters: I think it is about 60 per cent 
now. It is much smaller than it used to be 
because some pretty big developments have 
grown up in New Caledonia and elsewhere. I 
think ours is still of the order of 60 per cent. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Thank you. 


The Vice-Chairman: Mr. Warren, in the 
material delivered to the members of this 
Committee last Wednesday night there was 
included a pamphlet on Western white spruce. 
Is your Department publicizing our hard 
woods? I am thinking of birch in Quebec. 


Mr. Warren: Mr. Harvey, would you like to 
reply to that question? 


Mr. Dennis Harvey (Assistant Deputy 
Minister, (Commodities and Industries): Mr. 
Chairman, all exportable species of woods are 
reflected in our trade promotion program, 
particularly in our United States market pro- 
gram. To some extent this takes the form of 
export promotion of semi-shaped or partially 
fabricated wood products as distinct from the 
export of lumber per se. Indeed, we include in 
our export promotion displays and publicity 
the various industrial uses of birch. It is quite 
a prominent feature. It has been a rather 
successful program from time to time. Fur- 
niture components particularly, made of 
birch, have done rather well in the United 
States market. 


The Vice-Chairman: Mr. Minister, in view 
of the world events of the last two or three 
weeks what are the possibilities for our oil 
industry on the world market? 
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Mr. Winters: I rather think that people who 
have been getting their oil from the Middle 
East would now perhaps be inclined to look to 
more stable markets. We think that the pros- 
pects for Canadian oil are good. 


The Vice-Chairman: Are there any further 
questions to be directed to the Minister? 


Mr. Lambert: I have one having to do with 
the Standards Branch, looking to the future. I 
was wondering what work was being done by 
the Branch in working with organizations that 
are developing the use of the metric system. 
There is, shall we say, a creeping use of it in 
Canada and there are other countries showing 
a strong indication to move into the metric 
system. What work is being done on a re- 
search basis since there is a strong flavour 
that the Standards Branch is doing a good 
deal of research work in the improvement of 
standards? But correlated with that is the 
possibility of a greater worldwide movement 
toward the metric system. 


Mr. Winters; May I ask Mr. Warren to 
answer that. 


Mr. Warren: Mr. Minister and Mr. Lambert, 
the international system of measurement, the 
metric system, aS you are probably aware, is 
the legal system of measurement in Canada 
and is so prescribed in the Act. The question 
of the application of the metric system is one 
which is giving rise to a good deal of study 
and attention now because of the develop- 
ments which have been reported to the 
Committee. 

We have had preliminary work done by our 
Trade Commissioner offices abroad as to the 
possible adverse or _ positive effects on 
Canadian trade of a more general application 
in Canada of the metric system of measure- 
ment. We are watching very carefully of 
course the developments in other countries 
but particularly the countries with which we 
have the most trade. Whereas the metric sys- 
tem is of general use in Europe in most of the 
developing countries and Britain is moving to 
adopt the metric system, the American au- 
thorities and American industry have not yet 
moved extensively in this direction. That is 
where there is a great deal of tie-in in our 
trade between companies in North America. 

I think there is an increasing awareness 
throughout Canadian industry that the metric 
system may be on the way. Already the met- 
ric system is in common use in certain indus- | 
tries such as the pharmaceutical industry and 
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the photographic industry. I think we will see 
a gradual evolution in that direction as indus- 
try itself takes the initiative in wanting to 
shift over. We are watching this very care- 
fully. 


Mr. Lambert: The reason I raised the point 
is that the consumer here in Canada—lI do not 
know that you are necessarily involved with 
this—is faced with more and more items of 
retail trade, such as toothpaste and what have 
you, the contents of which are being ex- 
pressed in grams. As far as the public are 
concerned it might as well be in Urdu or 
something else. It only serves to confuse. 


The Vice-Chairman: Is it the intention of 
the United States to adopt the metric system? 


Mr. Warren: The authorities in the United 
States are watching the developments of in- 
dustrial interests in this sector very carefully, 
as are we. My own view is that in areas where 
the United States has a dominant tech- 
nological or supply position, it may be some 
time before there is a motivation to move to 
the international system of measurement in 
those sectors because they are world leaders 
in those sectors and the world tends to adapt 
to their measurements. On the other hand, in 
areas where the United States may not be in 
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that position and where more and more world 
trade is taking place under systems of metric 
measurement, I think the incentive will be 
greater for industry to move in those areas. I 
think it is more likely to be an evolutionary 
process than a dramatic decision by U.S. 
authorities to adopt metric. 


The Vice-Chairman: Are there any other 
questions, gentlemen, to be directed to the 
Minister? If not, we will adjourn until 
Thursday at 11 o’clock. 


On your behalf, gentlemen, I would like to 
thank the Minister very much for his presence 
here last Thursday and again today. I under- 
stand the other witnesses will be here on 
Thursday. 


Mr. Warren: I will not be here because I 
have to attend a meeting of the National 
Design Council in Winnipeg, but the senior 
officers of the department will be here to 
answer your questions. I do not know whether 
or not the Minister will be available on 
Thursday. 


The Vice-Chairman: It is our intention to go 
on to Item 5, Trade Commissioner Service, 
and so on. 

Thank you very much Mr. Minister and 
gentlemen. 
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MINUTES OF PROCEEDINGS 


THURSDAY, June 15, 1967. 


(4) 


The Standing Committee on Finance, Trade and Economic Affairs met at 
11:20 a.m. this day, the Vice-Chairman, Mr. Clermont, presiding. 


Members present: Messrs. Ballard, Cameron (Nanaimo-Cowichan-The 
Islands), Cantin, Clermont, Gilbert, Latulippe, Macdonald (Rosedale), Mc- 
Lean (Charlotte), More (Regina City), Tremblay (Matapédia-Matane)—(10). 


In attendance: From the Department of Trade and Commerce: Messrs. 
Maurice Schwarzmann, Assistant Deputy Minister (Trade Policy); T. R. G. 
Fletcher, Assistant Deputy Minister (Trade Promotion); Dennis Harvey, As- 
sistant Deputy Minister (Commodities and Industries); L. L. Marks, Chief, 
Financial Services Division; Patrick Reid, Director, Canadian Government Ex- 
hibition Commission; R. E. Latimer, Director General, Trade Relations; V. J. 
Macklin, Director, Economics Branch; Marcel Legris, Director, Personnel 
Branch; Roger Rousseau, Trade Commissioner Service; R. W. MacLean, Direc- 
tor, Standards Branch; G. E. Anderson; Assistant Director, Standards Branch; 
D. B. Laughton, Director, Agriculture and Fisheries Branch; Bruce Kidd, Grain 
Division; B. F. Armishaw, Executive Assistant to the Deputy Minister. 


From the Dominion Bureau of Statistics: Messrs. Walter E. Duffett, Domin- 
ion Statistician; H. L. Allen, Assistant Dominion Statistician; S. A. Goldberg, 
Assistant Dominion Statistician (Statistical Integration); D. M. Greenway, 
Chief, Financial Services; V. R. Berlinguette, Director, Industry Division; C. D. 
Blyth, Director, National Accounts and Balance of Payments Division; D. A. 
Traquair, CLURA; G. A. Wagdin, Director, Governments and Transportation 
Division; L. A. Shackleton, External Trade Division; W. D. Porter, Director, 
Census Division. 


On motion of Mr. Macdonald (Rosedale), seconded by Mr. Cameron (Na- 
naimo-Cowichan-The Islands), 


Resolved,—That the evidence adduced at the meeting of Tuesday, June 13, 
1967, be incorporated as part of the official Proceedings of this Committee. 


The Committee resumed consideration of the 1967-68 Estimates of the 
Department of Trade and Commerce. 


The Vice-Chairman called Item 5, Trade Commissioner Service, Admin- 
istration, Operation and Maintenance—$8,429,500. 


Messrs. Schwarzmann, Fletcher, Harvey and Marks were questioned. 
Item 5 was carried. 


The Vice-Chairman called Item 10, Canadian Government Exhibition Com- 
mission—$5,258,000. 


Messrs Fletcher and Reid were questioned and the item was carried. 
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Item 20, Standards Branch, Administration and Operation, was carried. 


On Item 29—Canadian Government participation in the 1967 World Exhi- 
bition, Montreal—$6,750,800, Messrs. Schwarzmann and Marks were ques- 
tioned and the item was carried. 


Item 32—Grant to the Pacific National Exhibition, Vancouver—$800,000, 
was carried. 


The Committee reverted to consideration of Item 1, which was carried. 


The Vice-Chairman thanked the officials of the Department of Trade and 
Commerce for their assistance to the Committee, and the witnesses withdrew. 


The Vice-Chairman called Item 1 of the 1967-68 estimates of the Dominion 
Bureau of Statistics— . 
Administration and Operation including the fee for mem- 
bership in the Inter-American Statistical Institute and a 
contribution of $500 to the International Statistical Institute $23,780,000 


At the request of the Vice-Chairman, Mr. Duffet made a brief statement 
concerning the operations of the Bureau of Statistics. 


Item 1 was allowed to stand. 


At 1:15 p.m., the Committee adjourned until 11:00 a.m., Tuesday, June 
20, 1967. 


Dorothy F. Ballantine, 
Clerk of the Committee. 


EVIDENCE 


(Recorded by Electronic Apparatus) 


Thursday, June 15, 1967 


The Vice-Chairman: Gentlemen, I under- 
stand that in about five minutes the Justice 
Committee will conclude its meeting and 
three members from that Committee will 
come here. 


I will now ask the gentleman to my right to 
introduce the officials of the Department of 
Trade and Commerce. 


Mr. Maurice Schwarzmann (Assistant 
Deputy Minister (Trade Policy) Department 
of Trade and Commerce): Mr. Chairman, I 
think the Minister is due to arrive shortly. At 
the moment he is tied up in a meeting of the 
Cabinet. 


Mr. Warren, the Deputy Minister, is not in 
Ottawa today. My name is Schwarzmann and 
I am the Assistant Deputy Minister of Trade 
Policy. On my right is Mr. Marks, who is in 
charge of financial administrative matters un- 
der Mr. Rodger in the Department. Mr. Ar- 
mishaw is the Executive Assistant to the 
Deputy Minister and next to him is Mr. La- 
timer, who is the General Director of the 
Office of Trade Relations which deals with 
trade policy matters in the Department. Mr. 
Macklin is next to him and is in charge of the 
Economics Branch of the Department. Mr. 
Fletcher is the Assistant Deputy Minister, 
External Trade Promotion. Mr. Rousseau is in 
charge of the Trade Commissioner Service 
and Mr. Reid is in charge of Trade Fairs. Mr. 
Legris is in charge of Personnel under Mr. 
Rodger, Mr. Laughton is in charge of the 
Wheat and Grain Division of the Department, 
and Mr. MacLean is director of the Standards 
Branch. Mr. Anderson is the Assistant Di- 
rector of that particular Branch. 


The Vice-Chairman: Gentlemen, last Tues- 
day we stood Item 1. We will proceed now 
with Item 5. 
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5. Trade Commissioner Service—Ad- 
ministration, Operation and Maintenance 
$10,832,100 


You can find the details on page 495, but in 
the meantime, before we have a quorum, if 
you wish to ask any general questions of 
these gentlemen you may do so. 

Gentlemen, I now see a quorum. Last 
Tuesday we heard evidence, but we did not 
have a quorum. Therefore, I would like to 
have a mover and a seconder for the follow- 
ing: That the evidence adduced at the meet- 
ing of Tuesday, June 13, 1967 be incorporated 
as part of the official Proceedings of this 
‘Committee. 


Mr. Macdonald (Rosedale): I so move. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I second the motion. 


Motion agreed to. 


The Vice-Chairman: As I just mentioned, 
Item No. 1 was stood last Tuesday. Is it now 
agreed that we move to Item No. 5? 


Mr. Ballard: Does this mean that Item No. 
1 will still remain stood? 


The Vice-Chairman: Yes. 


Mr. Ballard: Could we not pass it now, Mr. 
Chairman? 


The Vice-Chairman: Is there any objection 
to passing Item No. 1 now? 


Mr. Ballard: I am not too sure, and perhaps 
Mr. More would clarify it, but from what you 
said I understood we were going to leave 
Item No. 1 in abeyance for the time being and 
go on to Item No. 5. If that is the case, I 
would be agreeable to it. 


The Vice-Chairman: Gentlemen, we will 
now proceed with Item No. 5. Are there any 
questions on this Item? 


Mr. Ballard: Mr. Chairman, I wonder 
whether the Deputy Minister could give us 
some idea of the necessity for the tremendous 
increase in the amount allocated for Unal- 
located and Miscellaneous Items on page 497? 
“Miscellaneous” usually implies small unclas- 
sified amounts, but I notice there is an $800,- 
000 increase in this Item this year. 
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Mr. Schwarzmann: Could I ask Mr. 
Fletcher, the Assistant Deputy Miuinister, 
Trade Promotion, to deal with this? 


Mr. T. R. G. Fletcher (Assistant Deputy 
Minister, External Trade Promotion) De- 
partment of Trade and Commerce): Mr. 
Chairman, the amount in question shown is 
$317,730. I believe that is the sum which Mr. 
Ballard inquired about. 


Mr. Ballard: No, on page 497 about half 
way down the page there are 23 man-year 
positions this year as opposed to one last year, 
and the increase is from $202,555 to $1,004,- 
830. 


Mr. Fletcher: Actually, sir, that figure of 
$1,004,830 is composed of two main elements. 
The larger, $687,150, is the moneys related to 
the general salary revisions for the year 
which were not included in the detailed sta- 
tistics, but were given to us as a figure subse- 
quently. The balance of this $1 million plus 
figure is $317,730 which, in our detailed statis- 
tics, is described as Unallocated and Miscel- 
laneous. and, by interpretation, relates to 
what I would describe as the “rump” opera- 
tions that we continue to maintain in certain 
foreign countries where we do not have a 
formal Post. 

It also includes the estimates appropriate to 
our new Belgrade office opened about one 
month ago which were not specifically includ- 
ed in the estimates for the year at the time 
they went to print. For example in Havana, 
Cuba, we have no Trade Commissioner in 
residence at the Canadian Embassy, but we 
do continue to employ locally engaged staff 
members as part of the Embassy personnel. 
The same situation applies in Colombo, 
Ceylon where we do not have a formal Post 
in the sense that we show Posts in New York 
City or in New Delhi, but we do have locally 
engaged employees on the payroll who service 
the trade work of the Embassy under the 
supervision of an officer of the Department of 
External Affairs. 


In addition, those figures include the cost of 
maintaining officers at Geneva in the compo- 
nent of the Trade and Tariff Delegation. It 
includes the costs for this fiscal year of an 
officer who has just been attached to the 
Permanent Delegation of Canada at the 
United Nations. Again, not a Trade Com- 
missioner Post in the strict sense of the term, 
but a Trade and Commerce officer attached to 
the Delegation. 
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Mr. Macdonald (Rosedale): Is that Barry 
Steers? 


Mr. Fletcher: No sir, it is aman named Ray 
Lucas who went in the past two weeks. Barry 
Steers is on the staff of the Consulate General 
in New York City. 

Your comment is very apt, Mr. Macdonald. 
Steers used to do the work that Lucas will 
now do in situ the Permanent Delegation at 
the United Nations. Mr. Ballard, does that 
indicate the sort of thing that we have in this 
large sum? 


Mr. Ballard: Well it might, but it does not 
make me particularly happy to learn that 
there are $687,000 in salary revisions clas- 
sified as Miscellaneous when, in fact, almost 
all of the Posts indicate increases where the 
number of staff is static. 

Let us take a concrete example. Near the 
top of the page, Santiago has nine positions in 
each year, but there is an increase of approxi- 
mately $5,000, and in each case where the 
positions remain the same there is an increase 
in the budget. I would have expected that 
increases in salary would have been reflected 
on an individual basis rather than grouped in 
one item under Miscellaneous, culminating in 
such a large amount. 


Mr. Fletcher: The explanation, sir, is that 
in fact the data shown against the name of an 
individual Trade Commission or Post does 
include salary changes applicable to the Post 
concerned where we knew of these. The large 
figure, which I said was over $600,000, repre- 
sents subsequent statutory increases which 
were not allocated across all these Posts by 
reason of the deadline to get the material into 
print. 


Mr. McLean (Charlotie): May I ask a sup- 
plementary, Mr. Chairman? I notice under 
this Item you have $761,700, Amounts allotted 
during 1966-67 from the Finance Contin- 
gencies Vote for increases in rates of pay. 
Now is that $761,700 carried into the $1,004,- 
830? 


Mr. Fleicher: The figure of $761,700 is spe- 
cific to the fiscal year 1966-67 but a compara- 
ble figure of $600,000 is included in the col- 
umn headed 1967-68 but it is lumped in that 
$1,004,830 figure. 


Mr. McLean (Charlotte): 
what makes the big increase? 


That is really 


Mr. Fletcher: That is right, sir. It is the 
same practice in showing the figure because it 
was not possible to allocate it across the 
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board to the individual Posts. There were 
retroactive salary increases as well. 


Mr. More (Regina City): Why was the $1,- 
004,830 not split up in the same way as the 
comparison for 1966-67? 


Mr. Fleicher: It was a Treasury Board 
responsibility, sir, and we followed their in- 
struction to show it as one figure. 


Mr. McLean (Charloite): Then you would 
really add the $202,555 to the $761,700 to 
compare with the $1,004,830? 


Mr. Fletcher: That is right, sir. They are 
the same two, 


Mr. McLean (Charlotte): There would not 
be much difference. 


Mr. Ballard: Mr. Chairman, can you tell me 
the number of the Finance Contingency Vote? 
Is it Vote 15? 


The Vice-Chairman: No, number 15 is the 
Canadian Government Travel Bureau. 


Mr. Fletcher: No, it is Finance Voie 15. 


Mr. Ballard: That is what I am looking for. 
I think that explanation drawn out by Mr. 
McLean has satisfied my question, Mr. 
Chairman. 


The Vice-Chairman: Are there any other 
questions on Item No. 5? If not, shall Item 
No. 5 carry? Yes, Mr. More? 


Mr. More (Regina City): Mr. Chairman, I 
notice there is no Commission in Bombay for 
1967-68? Has that been discontinued because 
we have opened a new one in Nairobi? 


Mr. Fletcher: Not because of that reason, 
sir, but we did close down our Post in Bom- 
bay and it will not be operated during this 
current fiscal year. We closed it because we 
thought it was not of sufficient use that we 
should leave the financial and personnel re- 
sources tied up there. We have redeployed 
them. We still maintain an office in New 
Delhi, of course. 


Mr. McLean (Charlotte): You have no office 
now in Rhodesia? 


Mr. Fletcher: No, sir. The office in Salis- 
bury was closed out. We do have the local 
office of Switzerland attending to any 
Canadian affairs there but there is no 
Canadian government office in Salisbury. 


Mr. McLean (Charlotte): 
speaking terms with them. 


We are not on 
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Mr. Macdonald (Rosedale): In fact there 
should not be any agreement at all. 


Mr. Fletcher: There is an embargo on trade 
with Rhodesia. 


Mr. More (Regina City): I notice also there 
is an establishment at Dallas. There is a staff 
of 10 involving a substantial sum. 


Mr. Fletcher: That reference relates to the 
proposal to open a Canadian Consulate in 
Dallas primarily for trade considerations dur- 
ing this fiscal year. The sum shown provides 
for the capital cost of opening the post in the 
first instance and includes to operational costs 
for 1967-68, which are arbitrarily assumed to 
be for a maximum of six months during this 
fiscal year. 


Mr. Ballard: Is the opening of an office in 
Dallas tied in specifically with the operation 
of the oil industry in Western Canada? 


Mr. Fletcher: It could have a relationship 
to that but our primary purpose in opening it, 
Mr. Ballard, is because we believe more trade 
benefits will result from more intensive oper- 
ational work in that southern part of the 
United States. 


The offices of the Trade Commissioner 
Service currently covering that territory are 
so busy that in our judgment they are not 
able to give the attention Texas and adjacent 
states need in the interest of Canada’s export 
trade. We are opening a Post to give more 
intensive operations on trade promotion to 
sell Canadian goods and services to that area 
of southern and central U.S.A. 


Mr. More (Regina City): Is this more exten- 
sive than the operation in San Francisco? 


Mr. Fletcher: No, sir. Our operation in San 
Francisco is the commercial division of the 
Canadian Consulate General in San Fran- 
cisco. The proposed operation in Dallas which 
has been discussed with the Department of 
External Affairs is that the entire office, 
which is to be designated a Consulate if all 
agree, will be the financial, administrative 
and operational responsibility of the De- 
partment of Trade and Commerce. 


It will be similar to the offices operated at 
present by our Department in Cleveland and 
in Philadelphia and, to the extent that the 
Department of External Affairs will not have 
personnel at Dallas in the immediate future, 
the costs of running the Consular office en- 
tirely devolve upon the Department of Trade 
and Commerce. So, to this degree they are 
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less than the comparable costs of running our 
commercial Post which is only a portion of 
the Consulate General in San Francisco. 


Mr. McLean (Charlotte): I notice that in 
Johannesburg the cost remains about the 
same so apparently you did not increase the 
salaries nor expand there. South Africa is the 
most affluent state in Africa. Is our trade 
increasing or decreasing there? 


Mr. Fletcher: Our trade is holding up very 
well indeed, sir. The officer in charge at Jo- 
hannesburg did not request additional staff 
and it was the judgment of Trade Commis- 
sioner Service headquarters that he did not 
need additional staff. He did not change his 
office premises in any way because they were 
changed just the year before. Consequently 
the costs of operating that particular post in 
two consecutive years are very much the 
same. I point out, however, that there will be 
some allocation of these retroactive salary in- 
creases to Johannesburg in 1967-68. 


Mr. McLean (Charlotte): How is our trade 
in South Africa? Is it going ahead? 


Mr. Fleicher: I am not able to quote statis- 
tics, sir, and I would have to refer to these to 
answer your question. We have two Posts in 
South Africa, one in Johannesburg and one in 
Cape Town. Both are extremely busy and 
both were very busy during Operation Export 
1967 which has just drawn to a conclusion 
here. There are some access difficulties in the 
South African market, but we believe that 
our prospects for trade there remain buoyant 
and we think our trade will continue at the 
levels it has achieved, if not increase. 


Mr. McLean (Charlotte): I have been as- 
sociated with certain companies and I have 
noticed their trade with South Africa has 
shrunk. Is it because we are just not out on 
the job there? 


Mr. Fletcher: No, sir, I do not think so. One 
should bear in mind that the policy of the 
Government of South Africa is to diversify its 
industrial economy. As the economy diver- 
sifies, some of the things they used to import 
are made locally. Now our task, as the promo- 
tion department for Canadian goods and ser- 
vices, is to find those areas of trade where we 
can improve our position. 

The job of our two offices is, in effect, 
twofold—to look for new areas and recom- 
mend initiatives where we can increase our 
exports, and to try to assist those firms whose 
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former market prospects are changing by 
developments resulting from the policies of 
the Government of South Africa. 


Mr. McLean (Charlotte): From my experi- 
ence, the trade I have been referring to has 
been declining. I would like to know whether 
trade generally is going up? 


Mr. Fletcher: I have the statistics for the 
two calendar years 1965 and 1966. The gross 
Canadian exports to the Republic of South 
Africa in the calendar year 1965 were $76.2 
million. In the calendar year 1966 they were 
$74.4 million which is a diminution of ap- 
proximately $1.8 million between the two 
years. 


Mr. McLean (Charlotte): I do not see why 
our exports should go down because they 
have the most affluent country down there. 
They have more money and their money is 
hard and South Africa generally is very, very 
prosperous. 


Mr. Fletcher: One of the things that affect- 
ed our export trade in the calendar year 1966 
is that there were less favourable economic 
conditions in South Africa itself and this had 
a bearing on their purchases from abroad. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): What were our imports from South 
Africa? 


Mr. Fietcher: I do not have the import 
statistics available. 


Mr. Macdonald (Rosedale): Mr. Fletcher, is 
it not a fact that Canadian trade with South 
Africa is under some political inhibitions be- 
cause of resolutions of various United Nations 
bodies? I hope you are going to say, yes. 


Mr. Fletcher: I do not feel competent to 
answer that particular question, Mr. Mac- 
donald. 


The Vice-Chairman: Will you repeat your 
question? 


Mr. Macdonald (Rosedale): There are some 
distinct inhibitions on Canadian trade with 
South Africa founded upon United Nations 
resolutions. I hope you are not going to tell 
me that these are not being observed? 


Mr. Dennis Harvey (Assistani Deputy 
Minister (Commodities and Industries) De- 
partment of Trade and Commerce): Mr. 
Chairman, may I answer this question? My 
responsibility is in the area of export controls 
and those are involved. The export controls. 
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applied on shipments to South Africa of all 


forms of military equipment, of course, are 


restricting potentials for sales in that market 
of that type of item and the United Nations 
resolutions are being observed through the 
medium of these export controls. 


The Vice-Chairman: Thank you, Mr. 
Harvey. 
Mr. More (Regina City): Mr. Chairman, 


may I ask the gentlemen whether these re- 
strictions applied the previous year? 


Mr. Harvey: My recollection is not clear on 
the date upon which the UN resolution was 
passed I believe they were in effect in the 
previous year. I do not think that the effect of 
the United Nations’ resolution would be an 
important influence in any change in the 
trend of those figures. Without an examina- 
tion of the situation I am not absolutely posi- 
tive that the control was in effect throughout 
the entire year, but I believe that is the case. 
I can verify that if you wish. 


Mr. Ballard: Mr. Chairman, may I ask this 
question: It is well known that Rhodesia is 
importing from, or trading on a very exten- 
Sive basis with, Malawi and South Africa. Is 
there any suspicion in the minds of the 
officials of the department that South Africa 
is being used as a point of trans-shipment of 
goods from Canada to Rhodesia? 


Mr. Harvey: Mr. Chairman, the answer is 
No; and judging from the trend in the South 
African trade figures in the last year one 
would not suspect that that was the case. Of 
course, it is a possibility, but the trend of the 
trade figures is the reverse of what it would 
be if there was an important diversion of 
trade. 


Mr. McLean (Charlotte): Have we any re- 
striction on trade with Nigeria or the Congo? 


Mr. Harvey: We have, if, by “restrictions” 
one means export control, which we have, in 
effect on a number of goods for all destina- 
tions. These would include military equip- 
ment. 


Mr. McLean (Charlotte): To Nigeria? 


Mr. Harvey: They would be applicable to 
all destinations, excluding the United States, 
on military items. The administrative deci- 
sions about any application for a permit are 
made when the need arises. I would not care 
to attempt to define what the attitude of the 
government might be on these items, but I 
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would say that a great deal of caution is 
exercised in administering controls on arms, 
ammunition and implements of war generally 
to all destinations. 


Mr. McLean (Charlotte): Does Parliament 
give the government authority to say, “You 
can ship military equipment today, but you 
cannot ship it tomorrow’? 


Mr. Harvey: Under the Export and Import 
Permits Act the Minister of Trade and 
Commerce is responsible for the administra- 
tion of controls on goods which are on the 
export control list and on all goods to coun- 
tries which are on the area control list, such 
as the Communist bloc and the Sino-Soviet 
bloc. These are all included in the area con- 
trol list. 


Mr. McLean (Charlotte): Are you speaking 
just of communist countries now? 


Mr. Harvey: No; I was describing the pat- 
tern of the control. The control covers items 
which are under export control for reasons of 
Canadian security; items which are under ex- 
port control because of supply conditions in 
Canada, to protect Canadian supply; and 
items which are under export control as a 
result of intergovernmental agreements or 
commitments. That is the authority for con- 
trol. 


The system takes the form of two lists. One 
is the list of goods which are under export 
control to all destinations, or to all destina- 
tions excluding the United States, and the 
other is a list of countries to which all ship- 
ments are controlled. 


In the list of those to which all shipments 
are controlled there is included the entire 
Sino-Soviet bloc. In the list of goods which 
are under export control to all destinations, 
either excluding or including the United 
States, there would be included military 
equipment, strategic materials, arms and am- 
munition and things which go to make arms 
and ammunition. Obviously, this would be so, 
for example, to all African destinations, all 
Asian destinations and in fact, to all European 
destinations. 

The decisions which would be made about 
any particular enquiry for export would de- 
pend upon the kind of goods, the consignee 
and the country of destination. 


Mr. McLean (Charlotte): We know that 
Nigeria is almost engaged in a civil war. 
Before this took place we would be exporting 
almost anything there. When civil war takes 
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place you say that many of these materials 
are immediately put on the list of things that 
you cannot export? 


Mr. Harvey: The internal political condi- 
tions in any country would certainly affect 
the government’s decision on whether or not 
a permit governing military equipment is 
issued. 

In the case of countries such as Nigeria or 
the Congo making application for a permit 
there would be very careful examination of 
the possible use. 

In his administration of control on military 
equipment the Minister of Trade and Com- 
merce carefully takes into account the recom- 
mendations of the Department of External 
Affairs. 


Mr. McLean (Charlotte): Suppose a compa- 
ny is doing business with Nigeria and civil 
war breaks out. Would it be sent immediately 
a list of things that it could not export to 
Nigeria? 


Mr. Harvey: It works in the reverse way, 
sir. The application for an export permit is 
made by a company which is developing busi- 
ness. They know that an export permit is 
required. When they ask for one I am advised 
whether or not the permit can be issued. 
However, in normal circumstances, on all 
items which involve the department’s issuing 
permits we are well aware of who the export- 
ers are, and they, over a period of time, 
become quite familiar with Canadian govern- 
ment policy. 


Mr. Ballard: Is the decision to export to a 
country such as Nigeria, which is involved in, 
or on the verge of, civil strife, made on moral 
grounds or are financial considerations in- 
volved? 


Mr. Harvey: That is a rather difficult ques- 
tion for me to answer, Mr. Chairman. It is a 
decision which, of course, is taken by the 
government, but perhaps I could be helpful 
and say that the administration of export 
control on military equipment very clearly 
involves considerations of policy; and in areas 
where there is any civil disturbance, revolu- 
tion, or upset of this kind, issues of policy 
would certainly take precedence over ques- 
tions of profit. 

That may be an inadequate answer, but it 
is about as close as I can come to forming 
one. 
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Mr. McLean (Charlotte): Who decides what 
is and what is not military equipment? For 
example, there are jeeps and trucks, and so 
on. 


Mr. Harvey: Legally, the situation is that 
an item is on or off the control list as a 
matter of fact and of law and of interpreta- 
tion by the courts. As a rule there is very 
little doubt in the minds of the exporters on 
whether or not an item is of military concern 
if there are a few items which are in the area 
of both military and civilian interest. The 
principal preoccupation of the control is with 
those items which are researched, designed 
and developed for military applications, 
whether they be in the form of vehicles or 
guns or aircraft. 

There are, of course, items such as trans- 
port equipment, which in many instances 
might have a civilian or military application. 
In those circumstances an important consider- 
ation is the identity of the consignee. If it is 
the department of defence of a country it is 
generally likely to be considered as a military 
end item. If it is a civilian consignee it obvi- 
ously is not likely to be of military signifi- 
cance. 

The amount of equipment ordered does, of 
course, affect how it is treated. If it is an item 
which is in demand for military purposes it is 
likely to be on the export control list, but in 
certain instances the permit may be issued 
because it is for civilian application. 

Mr. McLean (Charlotte): Would food to 


feed an army be considered military equip- 
ment in any circumstances? 


Mr. Harvey: No, sir, not humanitarian 
goods. Food, pharmaceuticals, and, normally, 
clothing and textiles and this kind of thing 
are not on the export control list. 


The Vice-Chairman: Do you have the an- 
swer to the question by Mr. Cameron? 


Mr. Fletcher: Yes. Mr. Cameron asked 
about the statistics of Canadian imports from 
the Republic of South Africa. In the calendar 
year 1965, these totalled $27.1 million (Cana- 
dian). In the calendar year 1966, they totalled 
$27.6 million (Canadian). 


Mr. McLean (Charlotte): What are our 
general imports from South Africa? 


The Vice-Chairman: Just a moment Mr. 
McLean. Did you have a supplementary on 
that, Mr. Cameron? 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): Not on that particular issue, no. I 
have another question I want to ask later. 
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The Vice-Chairman: Yes, Dr. McLean. 


Mr. Fletcher: Speaking, in terms of the 
calendar year 1966, sir, as a generalization the 
variety of imports from South Africa covers 
approximately two pages of the Dominion 
Bureau of Statistic’s books. 


Mr. McLean (Charlotte): Small items. 
Mr. Fletcher: I beg your pardon. 
Mr. McLean (Charlotte): Small items. 


Mr. Fletcher: I was going to instance items 
of a value greater than $1 millon, if you wish. 
On that basis there were imported into Canada 
in 1966 fresh grapes, oranges, mandarins, 
tangerines and that ilk of citrus fruit and 
canned tomatoes to a value of over $7 million, 
unmanufactured asbestos, $1.1 million, ferro- 
chrome ore, $1.2 million; and ferro-man- 
ganese itself, $6.2 million. Those are the only 
items individually of a value greater than $1 
million imported into Canada. 


Mr. McLean (Charlotte): They do not really 
compete with our industries here. 


Mr. Macdonald (Rosedale): I have a ques- 
tion for Mr. Marks. What are the principal 
exports making up the $74.4 million? 


Mr. Marks: May we refer that? 
Mr. Macdonald (Rosedale): Certainly. 


@ (12 noon) 


' Mr. Fletcher: Sir, again taking the calendar 
year 1966, and, arbitrarily, items worth more 
than $1 million, we shipped malt to the value 
of $6.9 million. 


Mr. Macdonald ((Rosedale): 
mate! 


Mr. Fletcher: We shipped sulphur to the 
value of $3.4 million; a variety of forms of 
lumber, by individual species, Douglas 
fir and hemlock were the ones of greatest 
value; newsprint paper $2.8 million; fine pa- 
pers, writing papers and reproduction papers, 
specifically, $1.2 million; plastic film and 
sheet of various kinds just over $1 million; 
aluminium pigs and ingots, shot and slabs $15 
million; aluminium bars, rods, plates and 
sheet $1.5 million; passenger automobiles and 
chassis $17 million; motor vehicle parts and 
accessories $4.5 million. That appears to be 
the list of those that are of more than $1 
million and it covers five pages in the Do- 
minion Bureau of Statistics’ book. 


A warm cli- 
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Mr. Macdonald (Rosedale): Thank you. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): Do you have any figures on the 
export of military equipment to the United 
States? 


Mr. Fletcher: I do not have them at my 
finger-tips, sir. I would prefer that we get 
those for you, if you want to have them. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): I would like to have them. 


Mr. Fletcher: This is primarily the 
responsibility of the Department of Defence 
Production, but we could obtain those figures, 
if you wish. 


The Vice-Chairman: May I interrupt, Mr. 
Cameron? Would you allow a supplementary 
question? Possibly Mr. Fletcher can also pro- 
vide figures on the number of jobs created in 
Canada by those sales. 


Mr. Fletcher: If you are referring to em- 
ployment in Canada indicated by Canadian 
exports of defence equipment to the United 
States, we can endeavour to get an estimate 
of that. 


Mr. Cameron (Nanaimo-Cowichan- The 
Islands): We might be able to employ more 
in the dope traffic, too, if we went into it in 
British Columbia. 


Mr. McLean (Charlotte): It looks to me as if 
there is room there for quite an expansion in 
trade with South Africa. 


The Vice-Chairman: The balance is very 
favourable to Canada. It is nearly three to 
one. 


Mr. McLean (Charlotte): I know it is. They 
have plenty of money down there. 


The Vice-Chairman: I think, doctor, you 
are thinking about gold. 


Mr. More (Regina City): This question 
might be more applicable to the Department 
of External Affairs, but I do not see any 
evidence of a great expansion in our Offices in 
South America. I have had a number of com- 
plaints and reports from Canadian citizens 
who have gone to South America about 
Canadian offices and Canadian activity there. 
I am continually hearing from people who 
visit South America as well as from some 
people who are working in banking circles 
there, with whom I correspond that we are 
missing the boat down there. They are quite 
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critical of Canadian offices and operations. As 
I said, this question might be more applicable 
to the Department of External Affairs, but I 
am not sure. Certainly there is no evidence 
of any great increase in our Trade Post activi- 
ties. Could you give us your views on this 
lack of expansion in South America? 


Mr. Schwarzmann: Were you speaking 
specifically of the Trade Commissioner Office 
or the Trade Posts? 


Mr. More (Regina City): I have received 
general complaints. I am not prepared to 
assess them at this time, but in looking 
through the figures here I do not see any 
great significance to them as far as the ex- 
pansion of our operations in South America is 
concerned. 


Mr. Schwarzmann: 
swer this question. 


Mr. Fletcher will an- 


Mr. Fleicher: At the moment, sir, speaking 
in terms of South America only, we have 
offices in Argentina at Buenos Aires, two 
offices in Brazil, one in Rio de Janeiro and 
one in Sao Paulo, an office in Chile at San- 
tiago, an office in Bogota, Colombia, an office 
in Lima, Peru an office in Caracas, Venezuela 
and an office in Montevideo, Uruguay. We 
believe that those posts represent the primary 
commercial centres in South America. You 
will notice that in South American countries 
where we do not have resident officers, our 
staffs are accredited to the countries con- 
cerned, and in the case of Ecuador we have 
an honorary commercial agent appointed in 
the City of Guayaquil which is the main com- 
mercial centre of that country. 

In so far as our trade promotion and our 
export performance in South America is con- 
cerned, we believe that this is increasing 
steadily, but it is beset with a great many 
difficulties, some of which stem from the eco- 
nomic state of the countries concerned, and 
there are access problems as well. Some of 
them stem from the consequences to the sup- 
ply of finished goods from the industrial 
development programs of the countries in 
South America. We are very interested to 
note from the statistics of the Operation 
Export 1967 that our South American posts 
were amongst the offices which received the 
most attention from Canadian exporters 
whether they were potential exporters or 
practising exporters. 

In the autumn of this year, as an indication 
of our effort to improve trade from Canada to 
South America, we are organizing and will be 
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holding the largest single trade fair’s exhibit 
that Canada has ever put on in South 
America. This will be held at Lima, the so- 
called Pacific International Trade Fair. We 
will have 48 individual Canadian firms or 
associations participating in and endeavour- 
ing through this Trade Fair which attracts 
businessmen from all over the continent to 
improve their penetration not only into the 
territory of Peru, itself, but also into other 
countries of South America. 

Our Trade Missions program is bringing se- 
lected businessmen and senior government 
officials, influential in the purchase of goods 
and equipment, to Canada this year to show 
them what we have to offer. 

In our agricultural activities, for example, 
we have achieved very gratifying results in 
the supply of purebred livestock to South 
American countries, particularly in the Hol- 
stein-Friesian breed. 

I have mentioned these just as examples, 
Mr. More. South America is a market which 
is difficult for Canada to penetrate because of 
access problems, but our trade has been in- 
creasing over the years and our confidence 
that it will increase further is reflected by the 
individual trade promotional projects that we 
are mounting this very calendar year. 


Mr. Macdonald (Rosedale): Mr. Fletcher, 
when you say ‘‘access problems’, what do you 
have in mind—balance of payments? 


® (12.10 p.m.) 


Mr. Fletcher: Balance of payments prob- 
lems which are reflected in import quotas or 
the need for import licenses. In addition, 
some of the access problems result from the 
fact that a national firm in a given South 
American country, begins to produce for the 
domestic market its requirements of some- 
thing that was previously imported. In many 
South American countries when that occurs, 
further imports from outside are then subject 
to import permit and often are restricted to 
the point where the previous trade from out- 
side the country is eliminated. 


Mr. Macdonald (Rosedale): When you say 
“national” firm do you mean a state-owned 
enterprise? 


Mr. Fletcher: No, I do not mean state- 
owned. I just mean a firm of the country 
concerned. It could be a joint venture. 


Mr. More (Regina City): In other words, 
they have restrictions on certain classifica- 
tions of goods which are manufactured in 
their own countries. 
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Mr. Fletcher: I beg your pardon, Mr. More, 
I did not hear you. 


Mr. More (Regina City): They have restric- 
tions on goods manufactured in their own 
countries and our competitive goods cannot 
enter. Is that right? 


Mr. Fletcher: That is it in a nutshell. 


Mr. More (Regina City): Have you ever had 
any evidence that our lack of membership in 
the OAS is responsible for some of the limited 
access difficulties? 


Mr. Fletcher: I know of no such evidence, 
Mr. More. 


Mr. More (Regina City): I want to ask one 
other question, Mr. Chairman, if I may. 

In reviewing Trade Commissioner Ser- 
vice—New Trade Posts, the Minister men- 
tioned a couple of new posts. However, I 
noticed a name in the list in which I am 
interested—Islamabad—-which has a staff of 
nine. 


Mr. Fletcher: Yes, sir; Islamabad is the 
name of the new capital of Pakistan which is 
being created and which is about three hours 
flying time, 1,000 miles north of Karachi. The 
Department of External Affairs has an 
embassy in Islamabad because the depart- 
ments of the Pakistan government which used 
to be in Karachi have now been transferred 
to Islamabad. These are the departments 
which are concerned with trade, and the for- 
eign aid program between Canada and Pa- 
kistan. Our department decided that we 
should have people in Islamabad, too, and so 
we have. We are reducing the staff at our 
Karachi post this year by taking out one of 
our officers and posting him to Islamabad. 
Karachi used to be a two officer post. It is a 
matter of reorganizing our strength in Pa- 
kistan as a consequence of the shift of the 
capital city and the government departments 
with which we must work. 


Mr. More (Regina City): I notice a reduc- 
tion in the Estimates of approximately $20,000 
for Karachi but the man-hours are the same 
and the man-hours you have set up for 
Islamabad are the same as the man-hours in 
Karachi. 


Mr. Fletcher: That is right, sir. When these 
data were compiled we had not taken that 
position from Karachi’s establishment. 


The Vice-Chairman: Excuse me, Mr. Bal- 
lard. Do you have a supplementary question 
because Mr. Gilbert is next. 


Finance, Trade and Economic Affairs 


73 


Mr. Ballard: I would like to ask a supple- 
mentary question to clarify a point. You are 
Saying, in effect, then, that the department is 
going to phase out their establishment at 
Karachi? 


Mr. Fletcher: I did not say that, in so many 
words, Mr. Ballard. We are reducing our 
strength in Karachi. We have under study at 
all times the value of continuing posts where 
they already are in countries around the 
world and we are examining our post at 
Karachi right now to determine whether it is 
worth maintaining. The parallel example is 
the phasing out, a few months ago, of our 
post in Bombay which was our second post in 
India. We are examining the value of main- 
taining our post in Karachi, but we have not 
yet taken a decision. However, we are reduc- 
ing the Trade Commissioner Officer staff at 
Karachi. 


Mr. Gilbert: Mr. Chairman, would Mr. 
Fletcher direct his attention to the estimates 
for the Hong Kong office? I note an increase 
of roughly $54,000 for that office. Does that 
office service the People’s Republic of China? 


Mr. Fletcher: Yes, it does, sir. 

Mr. Gilberi: That is the one? 

Mr. Fletcher: Yes. 

Mr. Gilbert: That is the only one we have? 


Mr. Fletcher: Yes; there is no office of the 
Canadian government in the People’s Re- 
public of China. 


Mr. Gilbert: Do you have the trade figures 
for 1965 and 1966 with regard to business 
with the People’s Republic of China? 


Mr. Fletcher: Export and import? 
Mr. Gilbert: Yes. 


Mr. Fletcher: May I take a minute to look 
them up? The exports from Canada for the 
calendar year 1965 totalled $105 million of 
which wheat represented more than $104 mil- 
lion. I am rounding these figures. In the 
calendar year 1966 Canadian exports to the 
People’s Republic of China amounted to 
$184.9 million of which wheat accounted for 
about $183 million. I° will now turn to the 
import figures. Canadian imports from the 
People’s Republic of China in the calendar 
year 1965 totalled $14.4 million and, in the 
calendar year 1966, $20.6 million. 


Mr. Gilbert: Thank you very much. 


Mr. More (Regina City): I have a supple- 
mentary. Are these all manufactured goods? 
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Mr. Fleicher: The imports? No, sir, they are 
not all manufactured goods. 


Mr. Gilbert: Mr. Fletcher, have recent 
events in Hong Kong had any effect with 
regard to our trade office in that city? 


Mr. Fletcher: No sir. The office is fine, in- 
tact and operative. 


Mr. Gilbert: I wonder whether you would 
direct your mind to the Kingston office. Does 
that Kingston office service only Caribbean 
countries? 


Mr. Fletcher: No, not all of them. The 
territory of the Kingston office comprises 
Jamaica, of course, and in addition the 
Bahamas and British Honduras. 


Mr. Gilbert: Have you any offices covering 
the other Caribbean countries? 


Mr. Fletcher: Oh, yes sir. We have an office 
in Port of Spain, Trinidad whose territory 
includes Trinidad and Tobago—which is the 
place where it is located—and in addition, the 
Barbados, Leeward and Windward Islands, 
Guiana, French Guiana, Surinam, Guadeloupe 
and Martinique. 


Mr. Gilbert: Fine. 


Mr. Fietcher: If your comment relates to 
more than just the British Caribbean, we 
have offices in the Dominican Republic as 
well. 


Mr. Gilbert: How do the trade figures com- 
pare for 1965 and 1966? 


Mr. Fletcher: From what part sir? 
Mr. Gilbert: From the Caribbean. 


_ Mr. Fletcher: I would have to aggregate 
them. Can I select Jamaica and Trinidad? 


Mr. Gilbert: Could you do that? 


Mr. Fletcher: Imports from Jamaica in 1965 
amounted to $35,999,939 and in 1966, $37,280,- 
874. Imports from Trinidad and Tobago in 
1965 were $16,669,921 and in 1966, $16,050,191. 
Exports to Jamaica in 1965 were $30,279,811 
and in 1966 they were $33,500,452. Exports to 
Trinidad and Tobago in 1965 were $21,532,135 
and in 1966 they amounted to $23,336,621. 


The Vice-Chairman: Do you have any fur- 
ther questions, Mr. Gilbert? 


Mr. Gilbert: No, that is all. 
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Mr. Ballard: Mr. Chairman, I wonder 
whether we could have an explanation of the 
first item on page 496. The detail is, Head 
Office, $1,655,900. I notice that the man-year 
positions have increased by over 50 per cent 
and the dollar expenditure has also increased 
by over 50 per cent. Could Mr. Fletcher or 
the Deputy Minister give us some explana- 
tion of the need for the increase in personnel 
and dollar expenditure? 


Mr. Schwarzmann: I will ask Mr. Marks to 
comment on this. 


© (12:20 p.m.) 

Mr. L. L. Marks (Chief, Financial Services 
Division, Department of Trade and Com- 
merce): The increase in this staff represents 
new foreign service officer trainees coming 
into the Department. They are charged 
against what we call the Head Office estab- 
lishment prior to being assigned to a specific 
post. It includes also additional strength re- 
quired to maintain administrative services 
from Ottawa to the field. 


Mr. Fletcher: Specifically, there were 33 
junior officers in the recruit class to which 
these figures relate in part. Another 30 are in 
the process of reporting now. Therefore, over 
the 12-month period, one could say that an 
average of 31 officers are funded in that 
figure shown for Head Office additional to 
what there was before. 


Mr. More (Regina City): Was not the same 
situation— 


Mr. Fletcher: No, sir. Starting last year, we 
had the largest single recruiting drive in the 
history of the Trade Commissioner Service. 
Prior to that, a large class numbered 12 or 14 
recruits. 


Mr. Ballard: Actually, this averages out to 
slightly over $20,000 per person. Does this 
mean— 


Mr. Fletcher: We did not imply, sir, that 
this is the only explanation for the incremen- 
tal cost. The junior recruits come in at some- 
thing around $7,000 so that $200,000 of this 
increment is represented right there in addi- 
tional salaries. 


Mr. Ballard: Then give us a rough idea of 
what the other $460,000 increase in cost is. 


Mr. Fletcher: Just to be quite clear Mr. 
Ballard and Mr. More, do you want an. 
explanation of the $600,000 difference? 
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Mr. Ballard: Yes. You said that $200,000 
would be applicable to the new trainees. 


Mr. Fletcher: Another item in the current 
fiscal year that we charged to Head Office 
operation is the cost of Operation Export 1967 
which was approximately $270,000. 


Mr. Ballard: When you say the cost of 
Operation Export, do you mean the over-all 
cost including advertising and trade delega- 
tions? 


Mr. Fletcher: No, sir, not advertising, but 
bringing the personnel to Canada; moving 
them through Canada; organizing the ad- 
ministrative side of Operation Export 1967, 
exclusive of publicity. The publicity side was 
funded in the Trade Publicity Branch esti- 
mates of the Department. 


Mr. Ballard: Mr. Chairman, I am disap- 
pointed that this item was not set up as a 
separate vote or a separate category, because 
I think it would stand out better in the esti- 
mates and would be self explanatory. When 
we examine the estimates for next year I 
hope there will be a reduction in the amount 
charged to Head Office if there is not a con- 
tinuation of Operation Export 1967 by such a 
program as Operation Export 1968. If it had 
been shown as a separate item it could have 
been clearly earmarked. 


Mr. Marks: Mr. Ballard, as you probably 
know, the format of presentation is subject to 
direction from the Treasury Board. We have 
included these items as presented, but if you 
wish we will take under advisement the mat- 
ter of having this item shown separately. 


Mr. Ballard: I think it could have been 
shown more satisfactorily as a separate item. 


The Vice-Chairman: Mr. McLean, you are 
next. 


Mr. McLean (Charlotte): Is the only office 
in Central America located in Guatemala? 


Mr. Fletcher: Yes, the only resident office. 


|. If I may remind you, I did mention that our 


office in Kingston, Jamaica goes over to 
British Honduras, but in Guatemala City, we 
have the only office of the Trade Commis- 
sioner Service in Central America. 


Mr. McLean (Charlotte): Does that cover 
Honduras and Panama? I have always found 
that it is much easier to do business in Cen- 
tral America than in South America. You 
seem to concentrate on South America, with 
only one office in Central America. 
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* Mr. Fletcher: The office in Guatemala has 
as its territory Guatemala itself, Costa Rica, 
El Salvador, Honduras, Nicaragua, Panama 
and the Canal Zone. 


Mr. McLean (Charlotte): I have always 
found those Central American republics easy 
to do business with, because of United States 
influence, but South America is a different 
proposition. 


Mr. Fletcher: From time to time we have 
examined the value that we would place on 
opening another office in that area but al- 
ways, while we found it would be nice to 
have another office in that area, there was a 
prior claim on the resources that would be 
involved and we put them somewhere else 
around the world. 


Mr. McLean (Charlotte): I understand they 
are forming a common market in Central 
America so I think it would be a quite impor- 
tant market. 


The Vice-Chairman: Are there any further 
questions on Item No. 5? Mr. Latulippe. 


(Translation) 


Mr. Latulippe: Could we have some expla- 
nation of the miscellaneous item in the 
amount of $1,400,830? There has been a great 
increase in that item. Could you give us some 
further information on it? 


The Vice-Chairman: 
Latulippe? 


What Item, Mr. 


Mr. Latulippe: It reads: “Unallocated and 
Miscellaneous.” 


The Vice-Chairman: On what page, please? 
Mr. Latulippe: Page 497. 


(English) 

Mr. Fletcher: Mr. Chairman, it is my im- 
pression that the question asked by the hon. 
member relates to this $1,004,830 which was 
questioned by Mr. Ballard and Dr. McLean 
earlier. 


(Translation) 


The Vice-Chairman: Mr. Latulippe, that 
item was questioned previously by Mr. Bal- 
lard and clarified for the Committee. Do you 
wish to have the answers repeated? 


Mr. Latulippe: No; I will see them in the 
proceedings. 


The Vice-Chairman: Yes; the answers were 
given on a question asked by Mr. Ballard. 
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Mr. Latulippe: I will see all the information 
in the proceedings. 


(English) 
Mr. Fleicher: I am quite prepared to an- 
Swer again. 


The Vice-Chairman: I am asking Mr. 
Latulippe whether he wants you to repeat the 
answer. He told me that he will be quite 
Satisfied to read it in the Evidence. 


Shall Item No. 5 carry? Yes, Mr. More? 


Mr. More (Regina City): I have one further 
question. Mr. Fletcher, there has been a re- 
duction in man-years at Guatemala and an 
increase at Kingston, yet the estimates show a 
$12,000 increase in each instance. How do you 
account for this? 


Mr. Fletcher: At Guatemala City, an in- 
crease of $12,000 related to the increase in 
Kingston of $12,000. 


Mr. More (Regina City): Right. 


Mr. Fletcher: And what is your observa- 
tion? 


Mr. More (Regina City): Nine man-years 
for Guatemala against 11, and 11 for Kingston 
against 9. 


Mr. Fletcher: Well, these figures relate to 
local costs of salaries and wages and local 
rental costs. The entire cost of the post is 
indicated here save for those retroactive sal- 
ary adjustments. 

In the case of Kingston, Jamaica, we have 
just moved into new premises. The High 
Commission there has transferred and we are 
paying a much higher rent, for one thing. 


The Vice-Chairman: Does Item No. 5 carry? 
Item No. 5 agreed to. 


The Vice-Chairman: Gentlemen, we will 
now move to Item No. 10, Canadian Gov- 
ernment Exhibition Commission, details of 
which are on page 498. 


Department of Trade and Commerce 


10. Canadian Government Exhibition 
Commission. $5,258,000 


@e (12.30 p.m.) 


Mr. Schwarzmann: Mr. Chairman, I will 
ask Mr. Patrick Reid, Director of the 
Canadian Government Exhibition Commis- 
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sion to come forward to deal with any points 
under these estimates. 


The Vice-Chairman: Are there any ques- 
tions, gentlemen, on this item? 
Shall Vote 10 carry? 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Could you give us any idea as to 
approximately how many exhibitions— 


Mr. Patrick Reid (Director of the Canadian 
Government Exhibition Commission): On an 
overall basis, sir? 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Yes. Major items. 


Mr. Reid: As far as trade fairs are con- 
cerned for the 1967 fiscal year, there are six- 
ty-four projects contemplated which is an ad- 
dition of five from the previous fiscal year. 
Approximately eighteen of those are in the 
United States of America. Eleven of them are 
in Britain, six are in France, seven are in 
Germany and the remainder are scattered 
elsewhere throughout the world. 


Mr. Cameron: Is there one in Brno? 


Mr. Reid: Yes, sir, there is one in Brno, 
Czechoslovakia. 


Mr. Ballard: I was wondering if this vote 
includes the trade expositions held in Canada 
in various places last year? 


Mr. Reid: No sir. The funds provided for 
Canadian government participation in exhibi- 
tions in Canada are provided by the depart- 
ments concerned and not out of the central 
vote of the Exhibition Commission which 
deals in that regard with projects of the 
Canadian Government abroad. 


Mr. Ballard: Maybe I have used the wrong 
term but I am referring to the expositions 
mentioned by the Minister in his statement 
which were held at, I think, Vancouver, Ed- 
monton, Regina and Winnipeg. 


Mr. Fletcher: I think, sir, you may be 
thinking of Operation Export 1967 where Mr. 
Winters said that a group of over sixty trade 
commissioners visited each of these eight cen- 
tres— 


Mr. Ballard: That is what I am referring to. 


Mr. Fletcher: That is not an exhibit in the 
sense that Mr. Patrick Reid deals with in his 
capacity as Director of the Canadian Gov- 
ernment Exhibition Commission. 
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Mr. Ballard: All right; I will pass. 


The Vice-Chairman: Are there any ques- 
tions on Vote 10, gentlemen, or shall Vote 10 
carry? 

(Translation) 


Mr. Latulippe: May I have an explanation 
of item 19, tax on buildings? 


The Vice-Chairman: What 
Latulippe? 


item, Mr. 


Mr. Latulippe: Item 19, tax on buildings; it 
is item 10 on page 499. 


The Vice-Chairman: 
amount of $8,500? 


Do you mean the 


Mr. Latulippe: Yes, it is in the amount of 
$8,500, for building taxes. 


(English) 
The Vice-Chairman: Vote 10 on page 
499—Building Taxes—$8,500. 


Mr. Reid: We have a warehouse and pro- 
duction facility in London, England, and those 
are the taxes applied against that building. 


Mr. Latulippe: So it is taxes but it is not 
income tax. 


Mr. Reid: No, not income tax. 
The Vice-Chairman: Shall Vote 10 carry? 
Some hon. Members: Agreed. 


The Vice-Chairman: We will now proceed 
to Vote 15. 


Department of Trade and Commerce 


Canadian Government Travel Bureau 
—To assist in promoting the Tourist 
Business in Canada including a grant of 
$55,000 to the Canadian Tourist Asso- 
ciation, $9,991,000. 


Mr. Ballard: I would like to know the ex- 
tent of the advertising done by the depart- 
ment other than through the Canadian Tour- 
ist Association to promote the Pan-American 
Games. Is this figure available? 


Mr. Fletcher: To my knowledge Mr. Bal- 
lard, the Department of Trade and Commerce 
has done no advertising to promote the 
Pan-American Games other than that done by 
the Canadian Government Travel Bureau. 


The Vice-Chairman: If I remember correct- 
ly I think the question was asked of the 
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Minister when he was before us on Tuesday 
and the Provincial Government is doing some 
advertising on the Pan-American Games. 


Mr. Fleicher: I must have misunderstood 
Mr. Ballard’s question. I thought you asked 
the Department of Trade and Commerce. 


Mr. Ballard: That is right. 


Mr. Fletcher: The question that was asked 
of Mr. Winters as I understood it was what 
financial support has the Federal Government 
given to the Pan-American Games and Mr. 
Winters observed that cash grants came from 
the Department of National Health and Wel- 
fare and not from the Department of Trade 
and Commerce but that the Canadian Govern- 
ment Travel Bureau did assist through its 
advertising. 


Mr. More (Regina City): May I ask Mr. 
Fletcher a supplementary question? In the 
case of EXPO there has been a whole program 
of co-operation between the department and 
EXPO, as I understand it. 


Mr. Fletcher: Yes, Mr. More. 


Mr. More (Regina City): Is the Pan- 
American Games not a similar venture in a 
different field, and why is there not the same 
extensive co-operation? What is the reason? 
Why not promote this for tourism? 


Mr. Fletcher: There is very extensive co- 
operation. With respect, sir, what I said was 
that the department had not made any cash 
grants to the Pan-American Games adminis- 
tration. There has been the most extensive 
co-operation and intensive co-operation. Mr. 
Guy Moore of the Province of Manitoba 
Tourism Bureau and his staff have been in 
continuing contact with the Canadian Gov- 
ernment Travel Bureau and its staff, both to 
decide on where the Travel Bureau’s adver- 
tising could be done to best effect and in the 
interests of the Pan-American Games and al- 
so to collaborate on joint programs, such as 
was carried out, I think I mentioned, in 
Dayton’s Department Store in Minneapolis 
where the Provincial Government of 
Manitoba and the Federal Travel Bureau and 
many other agencies of federal and provincial 
nature collaborated on one promotion that 
had as one of its aims the publicity for the 
Pan-American Games. 

In addition, the Province of Manitoba has 
seen to it that our Travel Bureau offices in 
Minneapolis and Chicago and Indianapolis in 
particular are fully supplied with material 
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descriptive of the Pan-American Games and 
our offices in those cities have given every 
assistance and facility to representatives of 
the Pan-American Games organization when 
they have made visits to those parts of the 
United States. There has been very much 
co-operation, sir, I can assure you. 


Mr. Ballard: Would you say whether or not 
your department has received any request 
from the officials of the Pan-American Games 
for financial assistance towards advertising 
and what was your Department’s reaction to 
such a request if one was made? 


@ (12.40 p.m.) 


Mr. Fletcher: To my knowledge I am not 
aware of any specific requests made by the 
Pan-American Games Administration or 
by the Province of Manitoba for financial as- 
sistance or specific advertising assistance 
from the Canadian Government Travel Bu- 
reau. Mr. Dan Wallace, Director of the Bu- 
reau, may have had some such approach but I 
am not. aware of it, Mr. Ballard. I do not 
believe that we have been shy. In fact, we 
have taken the initiative to seek out ways in 
which we can collaborate with the Pan- 
American Games people within the Travel 
Bureau’s advertising program in the United 
States and elsewhere where deemed appropri- 
ate. 


Mr. More (Regina City): I would like to 
thank you for your information, Mr. Fletcher. 
It is interesting to note that in the Minister’s 
remarks he indicates co-operation with EXPO 
several times in his statement on Tourist 
Promotion but not once does he mention the 
Pan-American Games. 


Mr. J. C. Cantin (Parliamentary Secretary 
to the Minister of Trade and Commerce): The 
Minister did mention that but not in his state- 
ment. The last time the Minister was here he 
made a full statement about the Pan- 
American Games. 


The Vice-Chairman: Shall Vote 15 carry? 
Some hon. Members: Agreed. 


The Vice-Chairman: We will now proceed 
to item 20. 


Department of Trade and Commerce 
Standards Branch 


20 Administration and Operation $4,- 
323,200 
Are there any questions on that item gen- 
tlemen? 
Shall item 20 carry? 
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Mr. Ballard: Actually the total vote—there 
is an increase of about $7 million... 


The Vice-Chairman: No, there is an in- 
crease of $151,400—Item 20, Page 492, details, 
page 500. There is an increase in expenditures 
of $151,400 from 1966 to 1967. 


Mr. Ballard: I am sorry, I am a little ahead 
of you. 


The Vice-Chairman: Shall Item 20 carry? 
Some hon. Members: Carried. 


The Vice-Chairman: We will now move to 
Item 29, Canadian Government Participation 
in the 1967 World Exhibition, details on page 
501. There is a decrease of $1,921,200 


Department of Trade and Commerce 
1967 World Exhibition 


29. Canadian Government Participation 
in the 1967 World Exhibition, Montreal 
$6,750,800 

What is the estimate of the deficit for EXPO 
1967? 


Mr. Schwarzmann: Mr. Chairman, this item 
does not cover EXPO itself. It covers only 
Canadian Government participation. 


The Vice-Chairman: I am sorry. 

If I remember correctly I understand that 
we may have some officials of the EXPO 
Corporation before us. 

Is this correct, Mr. Cantin? 


Mr. Cantin: I am not aware of that. 


The Vice-Chairman: No? But I understand 
the EXPO Corporation comes under the 
Trade and Commerce Department. 


Mr. Cantin: Yes. 


Mr. Ballard: Mr. Chairman, in view of the 


possibility of our having an official from 
Expo— 


The Vice-Chairman: I am not sure at this 
time. 


Mr. Baliard: I think we should be sure. I 
think we should have an official from Expo 
here and in view of that it is my opinion that 
Vote 29 should be stood. 


The Vice-Chairman: Why? I understand it 
is two different items. 


Mr. Ballard: As I understand Vote 29 this is 
the Dominion Government’s share of the cost 
of EXPO 67. 
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The Vice-Chairman: No, no. If it were the 
whole of the Government’s share we would 
be very pleased. 


Mr. Ballard: Oh, our own pavilion. 


The Vice-Chairman: If that were our share 
we would be very happy. 


Mr. More (Regina City): We are happy any- 
way, I think. No, this is only our own pavil- 
ion. 


Mr. McLean (Charlotte): May I ask if it is 
1967 and 1968—do operating expenses extend 
into 1968? $571,150 in 1966-67 and in 1968 it is 
$1,706,800. 


Mr. Marks: Mr. Chairman, the exhibition 
will be over at the end of October. Although I 
think cost may run into the early part of 1968 
for winding up the Canadian exhibit, there 
will be no substantial cost in 1968; it will just 
be until March 31, 1968. 


Mr. McLean (Charlotte): But most of the 
large increase would be in 1967. 


Mr. Marks: That is right, sir. 
The Vice-Chairman: Yes, Mr. Cameron? 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): I would like to get more information 
here because, like Mr. Ballard, I read literally 
the name given to this item which is 
“Canadian Government Participation’. Now I 


presume it means the Canadian Government’s 
own exhibit. 


Mr. Marks: Yes. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): That is what is covered? 


Mr. Marks: That is right. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): It does not cover even the Expo 
Corporation Exhibits? 


Mr. Marks: No, sir. 


The Vice-Chairman: Do you gentlemen 
have any further questions on Item 29? Shall 
Item 29 carry? 

Item agreed to. 
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32 Grant to the Pacific National Exhi- 
bition, Vancouver, towards the cost and 
constructing a trade fair and sports 
building at Exhibition Park, Vancouver, 
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the Government of Canada’s share not to 
exceed $2,000,000, $800,000. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): It seems to have dropped by— 


The Vice-Chairman: $400,000, Mr. Came- 
ron. Any questions on Item 32? 


Mr. More (Regina City): Will this in effect 
be the total, or will there be further demands 
in connection with this building in Item 32? 


Mr. Marks: As far as I understand, sir, this 
is the maximum grant to be given. I am not 
aware of any information that would— 


Mr. More (Regina City): In other words, on 
a cost basis it is a grant. 


Mr. Marks: It is a grant, sir. 


Mr. More (Regina City): Pure and simple. 
And this is the balance of the grant. 


Mr. Marks: That is right. 


The Vice-Chairman: Shall Item 32 carry? 
Item agreed to. 


Mr. Ballard: Mr. Chairman, are we not 
going to get an explanation, for example, of 
the payment on carrying wheat reserves? 


The Vice-Chairman: That is a right by 
statute. 


Mr. Ballard: That is not subject to— 


Mr. More (Regina City): No, that is a statu- 
tory vote. 


The Vice-Chairman: I understand that we 
have Mr. Walter E. Duffett from the Bureau? 


Mr. Schwarzmann: Yes, Mr. Duffett, the 
Dominion Statistician, is here with his 
officials, and I think he would be happy to 
provide any comments in discussion with us. 


The Vice-Chairman: Gentlemen, have you 
any other questions on Item 1 before we go 
on to the Bureau? Shall Item 1 carry? Per- 
haps these gentlemen from the Bureau could 
answer your questions. 


Mr. Gilbert: I wonder if I could make a 
suggestion here. The same suggestion was 
made in the Committee on Housing, Urban 
Development and Public Works this morning: 
that is, that we have the annual statement of 
the Department of Trade and Commerce filed. 
This annual statement gives forth the policy 
and projected programs, and would enable us 
to ask questions on the annual statement. It 
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seems to me that we probably only have the 
annual statement for 1965-66, or maybe just 
the one for 1965. 


Mr. Schwarzmann: That the annual report 
of the Department would be available? 


Mr. Gilbert: Yes. 
Mr. Schwarzmann: Yes; Mr. Fletcher. 


Mr. Fletcher: In print, at the moment, only 
the annual report for the calendar year 1965 
is available; we distributed that to members 
of this Committee last year. 

The annual report for 1966 is in one of its 
versions at the moment—it is at the second 
draft—and was not available for tabling 
before members of the Committee, Mr. 
Chairman. It was not yet been deemed to be 
in final shape. 


Mr. Gilbert: Once it is done, can it be put 
before us? 


Mr. Fletcher: It will be tabled in the House 
of Commons and distributed to every mem- 
ber, sir. 


Mr. Gilberi: Yes, but it should also be 
brought before this Committee for the pur- 
pose of questions on policy. 


The Vice-Chairman; I think it may be the 
policy of the government, or the Committee 
may request it. You said, Mr. Gilbert, that the 
same request was made this morning? 


Mr. Gilbert: At Public Works this morning. 
They were in the same position; all they had 
was the 1965 report. It might be wise to have 
a look at that 1965 report. 


Mr. Fletcher: Well, we can certainly. pro- 
vide copies of the 1965 report very quickly, 
Mr. Chairman, and make them available to 
Miss Ballantine. 


The Vice-Chairman: Would that be all 
right, Mr. Gilbert? 


Mr. Gilbert: Yes, that would be fine. 


The Vice-Chairman: Coming back to Item 
1, do you have any further comments? Shall 
Item 1 carry? 

Item, agreed to. 


Thank you very much for the help your 
Department has given to this Committee. 


Mr. Schwarzmann: Thank you very much, 
sir. 
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Dominion Bureau of Statistics 

1. Administration and Operation in- 
cluding the fee for membership in the 
Inter-American Statistical Institute and a 
contribution of $500 to the International 
Statistical: Institute < .....)).. .s $23,780,900 


The Vice-Chairman: Yes. Mr. Cameron? 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Since it is ten minutes to adjourn- 
ment time, I wonder if Mr. Duffett really 
wants to start it now? 


The Vice-Chairman: Gentlemen, there is a 
suggestion by Mr. Cameron that as it is only 
ten minutes before adjournment time you 
may wish to adjourn now. 


Some hon. Members: Continue. 


Mr. Walter E. Duffeit (Dominion Statisti- 
cian): Mr. Chairman, I would like to in- 
troduce to you Mr. H. L. Allen, Assistant 
Dominion Statistician; Mr. Greenway, his as- 
sociate; Mr. Porter, the Director of the Census 
Division; Dr. Simon Goldberg, Assistant 
Dominion Statistician; Mr. Berlinguette, who 
is in charge of the Economics Statistics 
Branch of the Bureau of Statistics; Mr. C. D. 
Blyth, who is in charge of the general area 
which concerns itself with the gross national 
product and the balance of payments; Mr. 
Wagdin, who is in charge of Financial Sta- 
tistics; Mr. Traquair who administers the 
Corporations and Labour Unions Returns 
Act—one of our associated activities; and Mr. 
Shackleton, who is in charge of the Opera- 
tions Division which covers computers, data 
processing, and so on. 


The Vice-Chairman: I understand that Mr. 
Duffett has a statement to make to you gen- 
tlemen. We are dealing with Item 1, which 
may be found at page 74 of Proceedings No. 1 
with details on the following pages. 


Mr. Duffett: In June 1966 when I appeared 
before this Committee I made aé rather 
lengthy statement about the work of the 
Dominion Bureau of Statistics. On this occa- 
sion it may be sufficient if I make a rather 
more brief statement and leave further mat- 
ters for the question period. 

The Dominion Bureau of Statistics reports 
to the Minister of Trade and Commerce. It is 
headed by the Dominion Statistician, who has 
the status of a Deputy Minister, and its prin- 
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cipal duties as set out in the Statistics Act 
include the following: 


(a) to collect, compile, analyze, ab- 
stract and publish statistical information 
relative to the commercial, industrial, 

’ financial, social, economic and general ac- 
tivities and conditions of the people; 

(b) to collaborate with all other depart- 
ments of the government in the collec- 
tion, compilation and publication of sta- 
tistical records of administration accord- 
ing to any regulations; 

(c) to take the census of Canada as 
provided in this Act; and 


(d) generally to organize a scheme of 
co-ordinated social and economic statis- 
tics pertaining to the whole of Canada 
and to each of the provinces thereof,” 


The Dominion Bureau of Statistics has been 
for some 50 years the central statistical agen- 
cy of the Government of Canada and as I 
said, is responsible for the development of a 
co-ordinated system of statistical information 
covering, so far as practicable, all aspects of 
Canadian economic and social life. While the 
inevitable limitation of resources, as well as 
problems of definition, collection and compila- 
tion, mean that this objective is not fully 
achieved, we have in Canada a statistical sys- 
tem about as highly developed as in most 
advanced countries and considerably in ad- 
vance of most others. The Dominion Bureau 
of Statistics operations are based on the au- 
thority provided as I have mentioned by the 
Statistics Act and, to a lesser extent, by the 
Corporations and Labour Unions Returns Act. 
I will refer later to some special circum- 
stances associated with the latter Act but be- 
tween these two pieces of legislation there is 
the basis for a comprehensive statistical sys- 
tem. These pieces of legislation are of par- 
ticular importance in our case because they 
provide a continuous guide to the nature and 
limits of our statistical activities. It is some 
years since the Statistics Act was revised and 
careful consideration is now being given to 
the ways in which it might be usefully mod- 
ernized. 

I might say in passing that we have a 
steady flow to the Bureau Statistics of visi- 
tors, national statisticians and trainees from 
other countries, who find the Canadian statis- 
tical system of considerable interest. Last au- 
tumn we were hosts to a Conference of 
Commonwealth Statisticians lasting two 
weeks and representing both the advanced 
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and the developing countries in the Com- 
monwealth. 


I have a set of charts which indicate the 
organization of the Bureau of Statistics but 
perhaps you might wish to look at those, if at 
all, somewhat later, and I will simply summa- 
rize some of the more significant recent devel- 
opments. 


An important change in our organization 
took place at the beginning of 1967 when a 
number of divisions, which had, in form at 
least, reported directly to the Dominion 
Statistician, were grouped into four major 
branches. The diversity of activity within 
DBS and the growth of the organization had 
made it extremely difficult for the Dominion 
Statistician to maintain effective contact with 
some 17 divisions dealing with every social 
and economic development in Canada. The 
new arrangement has been in effect only a 
few months, and has demonstrated, I think, 
that it has many advantages over the previ- 
ous organization. 

The Blue Book indicates on pages 75 and 76 
the details of DBS expenditure under a num- 
ber of headings and our anticipations for the 
current year. You may wish to inquire about 
some of these items and I will gladly explain 
them, but perhaps this too might be left for 
the question period. 

One feature of the re-organization which I 
mentioned earlier was the creation of an 
Operations and Systems Development Branch 
in DBS, in which are being consolidated a 
series of Bureau-wide functions associated 
with the efficient processing of statistical 
material. To some extent, this represents the 
consolidation of existing staff from such fields 
as computer management and programming. 
However, it symbolizes an intention to in- 
crease the resources devoted to this type of 
work and to make their services more readily 
available throughout the organization. 

The use of modern electronic computers at 
DBS dates from the 1961 Census. As the very 
heavy computational load associated with the 
1961 Census diminished, the computers have 
been increasingly utilized for general DBS 
purposes. As in any rapidly growing field, the 
use of computers has generally resulted in a 
capability of producing more needed informa- 
tion without the rapid increase of staff which 
would otherwise have been necessary. In the 
field of census statistics, for example, prov- 
inces and municipal planning bodies now 
have at their disposal much more detail than 
ever before to meet urgent planning needs. 
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A review of all DBS potential computer 
applications over the next 5 to 10 years has 
been made and it indicates that a substantial 
program of equipment modernization and 
programmer development must be undertak- 
en. The needs and opportunities in a statis- 
tical organization often differ from those in 
business applications, and the Operations 
Branch has under way a series of research 
programs in the field of efficient computer 
utilization. Staff for such programs is ex- 
tremely difficult to obtain and cannot be 
wholly recruited from within the organization 
but we have been fortunate in borrowing ex- 
perts from other government departments 
and, in addition, we have at present the serv- 
ices of an expert from the Systems Devel- 
opment Corporation of the United States, a 
non-profit organization which has worked 
closely with U.S. government agencies on 
similar problems. 

A major purpose of such computer research 
studies is to be sure that the computerization 
is, in fact, appropriate, that it will yield effec- 
tive economies and that the equipment is well 
adapted to the variety of functions which it 
will be called upon to perform. Of course, by 
no means all functions in the Bureau of 
Statistics call for computer processing and a 
Management Services Section exists whose 
function it is to improve the utilization of 
clerical staffs. This, as well as training pro- 
grams for supervisory and clerical employees, 
has proved valuable in improving internal 
efficiency. I anticipate that the work of the 
Operations and Systems Development Branch 
will increase in importance over the years to 
come with a tendency for a smaller amount of 
the data processing work to be done else- 
where in the Bureau in the subject matter 
divisions. Our tentative projections of ex- 
penditures of this particular Branch up to 
1972-73 show a growth from about 123% of 
our total budget currently to about 20% of 
our budget at the end of the period which 
is an indication of the increasing importance 
in the organization of this kind of work. 

The DBS is, of course, a service organiza- 
tion, producing statistical information not 
primarily for its own use but mainly for use 
of government and business decision-making. 
As I mentioned last year, recent increases in 
the staff of the organization have reflected the 
development of new administrative research 
and planning bodies such as the Energy 
Board, the Economic Council, ARDA, Area 
Development Agency, the Industry Depart- 
ment, and so on. Provincial governments have 
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become active in schemes of regional develop- 
ment and have created research and adminis- 
trative wings which need new or better facts 
to work with. In many such cases our contri- 
bution has been not so much to produce new 
statistical series but to improve the quality 
and detail of the product to provide a relia- 
ble guide to others in administering programs 
involving the expenditures of large sums of 
money. There are in Canada few non-govern- 
ment research and statistical agencies, so that 
such needs tend to fall very largely on the 
Dominion Bureau of Statistics. While the 
Bureau has found it difficult to expand its 
facilities as rapidly as its customers wished, it 
did have the basis for fairly rapid and sound- 
ly based growth. In the subject matter divi- 
sions of the Bureau there was an underlying 
core of personnel of expertise, we had an 
integrating framework, particularly for eco- 
nomic statistics, a small but skilful math- 
ematical and survey research staff, a fully 
operational household survey system covering 
the whole country, and a structure of regional 
offices, all of which have contributed to order- 
ly development in recent years. Nevertheless, 
the strain has been great on DBS professional 
and supervisory staff, because growth has oc- 
curred during a period of unprecedented re- 
cruiting problems. Experienced staff and a 
small number of experienced professionals 
particularly have responded in a highly cred- 
itable fashion to these increased responsibili- 
ties. 

I think I should point out, however, that it 
does not follow that the results from such 
increased resources are instantly available in 
the form of better statistics because of the 
inherent difficulty of producing a quality 
product. I have in mind, in commenting upon 
what may appear to be the length of time 
which is involved in implementing these 
changes, the computerization of corporation 
income tax returns which will be completed 
by early 1968, the development of a compre- 
hensive input-output system, or the gradual 
extension of sampling procedures into more 
and more areas of statistical activity. 

The laborious nature of our growth proce- 
dures sometimes raises the question of wheth- 
er the officers involved in the organization are 
unduly perfectionist. The fact is that much of 
the work is designed precisely to obtain the 
advantages to be gained from a quality prod- 
uct. For example, by re-design of the survey 
sample the cost of the labour force survey, 
one of our largest activities, was actually re- 
duced while its reliability was increased to 
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an extent which could only have been 
achieved otherwise by doubling the sampling 
size. Extremely thin staffing in the balance of 
payments area has, I am glad to say, been 
corrected and a large compendium of statis- 
tics covering 1946 to 1965 has been prepared. 


In the field of economic statistics energy 
statistics have been improved to the level 
needed for Energy Board administration, in- 
formation from the census of distribution, 
that is, retailing, wholesaling and so on, has 
been improved substantially by moving to a 
quinquennial basis at no greater cost than the 
former decennial census. Export statistics are 
now available by tariff item and imports by 
mode of transport. 

The process of what might be called “sta- 
tistical unification’, which a central agency is 
well qualified to pursue, has been actively 
developed. Consistency and comparability in 
manufacturing and other economic statistics 
has been enhanced by a somewhat laborious 
conversion to a modern system of industry 
classification and by better establishment 
definition. The structure of financial statistics, 
greatly strengthened by use of corporate in- 
come tax returns, is moving ahead rapidly. 


One of our most extensive and expensive 
projects is the Census of Population and 
Agriculture. The 1961 Census cost about 
$16,000,000 for field work and processing, the 
relatively small 1966 Census cost about $9,- 
500,000, and the 1971 Census may cost some- 
thing like $30 million. In such a situation, 
experimentation in cheaper and better meth- 
ods of census taking is very important. Plans 
have been made, therefore, for a number of 
tests. The first one is being undertaken in 
London, Ontario in September of this year. 

The London trial census is designed to test 
a mail-out mail-back self-enumerated ques- 
tionnaire. Heretofore we have used enumera- 
tors who rang doorbells and asked questions 
and the experiment in this case is to see 
whether it is possible, or to what extent it is 
possible, for people to respond on behalf of 
themselves by mail. Three-quarters of the 
households will receive a short form with 
basic questions on age, sex, marital status and 
housing. Sampling techniques will be eval- 


Finance, Trade and Economic Affairs 


83 


uated by having every fourth household re- 
ceive a longer form, including additional 
questions on housing; labour force, education, 
income, and so on. We anticipate that if this 
system works there will be considerable ad- 
vantages. In the first place, it should reduce 
the biases introduced by the way in which the 
enumerator asks a question. In this case we 
expect most of the return to be self- 
enumerated. In the second place, there is a 
strong possibility of improved coverage, by 
our giving great attention to what we call an 
address register: a list of addresses of every 
household throughout the city. 


There is also the likelihood of reducing 
errors through compressing the census period 
into a few days instead of having it drag out 
over a period of several weeks. The publicity 
ought to be more effective because it can be 
concentrated into a shorter period of time. 
The mail-type census is designed for an office 
edit on-the-spot, that is in London, Ontario, 
which will make possible extensive telephone 
and follow-up procedures. Such possibilities 
are extremely limited in the census which is 
taken by enumerators. 

Finally, the questionnaire used is designed 
to take advantage of quite advanced electron- 
ic scanning and processing equipment in or- 
der to record the information when it comes 
back to the statistical office. If these benefits 
prove out in the forthcoming test, I think we 
should get considerably greater value per dol- 
lar out of the 1971 census. 

I have a number of other points. Would you 
like me to pause at this point? 


The Vice-Chairman: What are your com- 
ments, gentlemen? It is ten minutes past one 
o’clock and the House sits at half-past two. 
Will we adjourn until next Tuesday at 11 
o’clock when we will meet in the same room. 
Mr. Duffett will continue his remarks at that 
time. Thank you, very much, gentlemen for 
your co-operation this week when I was your 
Chairman for two meetings. I understand that 
our Chairman, Mr. Gray, will be back with us 
next week. Thank you again. 

If we are finished in time next Tuesday we 
will have the National Revenue estimates to 
look over. 
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REPORT TO THE HOUSE 


FRIDAY, June 23, 1967. 


The Standing Committee on Finance, Trade and Economic Affairs has the 
honour to present its 


SECOND REPORT 


In accordance with its Order of Reference of May 25, 1967, your Committee 
has considered the items listed in the Main Estimates for 1967-68 relating to the 
Department of Trade and Commerce. 


Your Committee has held four meetings from June 8 to June 20, 1967, and 
has heard the following witnesses: 


The Honourable Robert H. Winters, Minister of Trade and Commerce; 


From the Department of Trade and Commerce: Messrs. J. H. Warren, 
Deputy Minister; T. R. G. Fletcher, Dennis Harvey and Maurice Schwarzmann, 
Assistant Deputy Ministers; L. L. Marks, Chief, Financial Services Division; 
Patrick Reid, Director, Canadian Government Exhibition Commission; Roger 
Rousseau, Trade Commissioner Service; 


From the Dominion Bureau of Statistics: Messrs. Walter Duffett, Dominion 
Statistician; H. L. Allen, S. A. Goldberg and L. E. Rowebottom, Assistant 
Dominion Statisticians; V. R. Berlinguette, Director, Industry Division. 


Your Committee requests that the results for Canada of the Kennedy Round 
of tariff negotiations be referred to this Committee for study. 


Your Committee commends to the House for its approval the Main Esti- 
mates, 1967-68, of the Department of Trade and Commerce and those of the 
Dominion Bureau of Statistics. 


A copy of the relevant Minutes of Proceedings and Evidence (Issues Nos. 
2 to 5 inclusive) is tabled. 
Respectfully submitted, 


HERB GRAY, 
Chairman. 
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MINUTES OF PROCEEDINGS 


TUESDAY, June 20, 1967. 
(5) 


The Standing Committee on Finance, Trade and Economic Affairs met at 
11:15 a.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Ballard, Cameron (Nanaimo-Cowichan-The 
Islands), Cantin, Clermont, Flemming, Gray, Irvine, Lambert, Latulippe, 
Mackasey, McLean (Charlotte), More (Regina City)—(12). 


Also present: Mr. Addison. 


In attendance: From the Dominion Bureau of Statistics: Messrs. Walter E. 
Duffett, Dominion Statistician; L. E. Rowebottom, Assistant Dominion. Statisti- 
cian (General Assignments); H. L. Allen, Assistant Dominion Statistician; 
S. A. Goldberg, Assistant Dominion Statistician (Statistical Integration); V. R. 
Berlinguette, Director, Industry Division; D. M. Greenway, Chief, Financial 
Services; C. D. Blyth, Director, National Accounts and Balance of Payments 
Division; D. A. Traquair, Administrator, CLURA; G. A. Wagdin, Director, 
Governments and Transportation Division; L. A. Shackleton, External Trade 
Division; W. D. Porter, Director, Census Division. 


And also: The Hon. E. J. Benson, Minister of National Revenue; From the 
Department of National Revenue, Customs and Excise Division: Messrs. R. C. 
Labarge, Deputy Minister; J. G. Howell, Assistant Deputy Minister (Opera- 
tions); G. L. Bennett, Assistant Deputy Minister (Excise); A. R. Hind, Assistant 
Deputy Minister (Customs); A. Cumming, Chief, Financial Planning and Devel- 
opment; J. W. Langford, Director, Financial and Manpower Services; J. P. 
Connell, Director, Personnel Administration; S. L. Allen, Director, Financial 
Administration. 


The Committee proceeded to sit informally and heard the completion of 
the statement commenced by Mr. Duffett at the last meeting. 


The Chairman noting that a quorum was now present, on motion of Mr. 
Clermont, seconded by Mr. Mackasey, it was 


Resolved,—That the evidence just heard be incorporated as part of the 
Committee’s Proceedings. 


The Committee resumed consideration of Item 1 of the Main Estimates, 
1967-68, of the Dominion Bureau of Statistics. 


Mr. Duffett was questioned. Messrs. Rowebottom, Berlinguette, Allen and 
Goldberg also answered questions. 


Item 1 was carried. 


Ordered,—That the Chairman report to the House the Main Estimates, 
1967-68, of the Department of Trade and Commerce, including those of the 
Dominion Bureau of Statistics. 


5—5 


Agreed,—That the Committee include in its Report to the House a request 
that the results for Canada of the Kennedy Round of tariff negotiations be 
referred to the Committee for study. 


The Chairman thanked the witnesses from the Dominion Bureau of Statis- 
tics, who then withdrew. 


The Chairman called Item 1 of the Main Estimates, 1967-68, of the Depart- 
ment of National Revenue: 


1. Customs and Excise—General Administration Operation and Main- 
tenance including authority, notwithstanding the Financial Administration 
Act, to spend revenue received during the year from firms and individuals 
Lequirin es, ShHecial «SCCVICE. tia. ck nee i Re cua teas $59,720,000 


At the request of the Chairman, the Minister made a statement concerning 
the operations of the Customs and Excise Division of his Department. 


The Minister was questioned, and was assisted in answering questions by 
Mr. Labarge. 


Item 1 was allowed to stand. 


At 1:05 p.m., the Committee adjourned until 11:00 a.m., Thursday, June 22, 
1967. : 


Dorothy F. Ballantine, 
Clerk of the Committee. 


EVIDENCE 
(Recorded by Electronic Apparatus) 


Tuesday, June 20, 1967. 


The Chairman: I would like to thank our 
Vice Chairman, Mr. Clermont, for very capa- 
bly filling the Chair last week when I was 
unavoidably elsewhere. I understand consid- 
erable progress was made and that might be 
an argument for some, which I hope will not 
be generalized, that this is a good reason for 
me to be away more often. I hope this will 
not be supported by too many. In any event, 
Mr. Duffett, perhaps you wish to proceed with 
your statement. 


Mr. W. E. Duffett (Dominion Statistician, 
Dominion Bureau of Siatistics): Thank you, 
Mr. Chairman. 

Last week I presented a summary of recent 
developments in the Bureau of Statistics. 
There are two things which I mentioned and 
which I did not go into in detail. One is a 
reorganization which took place at the begin- 
ning of this year and which we believe facili- 
tates communication and management within 
the Bureau of Statistics. I would be prepared 
to comment further on that if you wish. 

The estimates themselves contain a number 
of changes, many of which are of a bookkeep- 
ing nature, but I would be happy to com- 
ment on them in detail once again, if you 
wish. 

In completing my remarks I would like 
to say a few words about one of our activities 
under the Corporations and Labour Unions 
Returns Act, and about a matter which is of 
some concern usually, and that is the extent 
to which questionnaires sent out by the Do- 
minion Bureau of Statistics constitute a bur- 
den on respondents. 

BeC1Lilsi5°a-m)) 

The Corporations and Labour Unions Re- 
turns Act is one of the two pieces of legisla- 
tion under which we operate. The Statistics 
Act is the major one and I referred to that 
last week. The Corporations and Labour 
Unions Returns Act is a more recent piece of 
legislation. It is administered by the Do- 
minion Statistician and in fact the adminis- 
tration of the act is now combined with the 
Operations of the Dominion Bureau of Sta- 
tistics. The act was passed in 1962 and 
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amended in 1965 in a manner which has made 
it possible for DBS to assume the responsibili- 
ty formerly exercised by the Department of 
National Revenue, in the preparation of the 
portion of a Taxation Statistics Report deal- 
ing with corporation statistics. The basic pur- 
pose of this Act was to provide information 
about corporations and labour unions, es- 
pecially those with foreign associations. 


In January of the present calendar year the 
report covering labour unions for 1964 was 
published and in March the report covering 
corporations for 1963 was released. We hope 
that the 1964 report for corporations and both 
reports, corporations and labour unions for 
1965, will be available toward the end of this 
year. In other words, there is a catching up 
process taking place. 


The 1965 report, by the use of more com- 
puter processing will, we believe, set a new 
standard for improved statistics achieved 
without the reporting of further detail by 
corporations, which represents a better use of 
the data that is now available. 


At about the same time, there will appear 
the first DBS produced volume of taxation 
statistics dealing with corporations covering 
the year 1965. This is a publication which 
heretofore has been published by the De- 
partment of National Revenue. 


The computer-oriented tabulation structure 
underlying both of these reports should pro- 
duce a valuable and greatly improved system 
for making special studies of Canadian corpo- 
rations. Last year this Committee showed 
considerable interest in some problems as- 
sociated with the labour unions’ part of this 
Act and suggested in their recommendations 
of October 25 that consideration should be 
given to extending the scope of the Act. Since 
that time considerable study has been devoted 
to the feasibility of modifying the legislation 
in order to, first eliminate the small amount 
of duplication that exists now with the work 
of the Department of Labour and second, to 
provide more useful and complete informa- 
tion about the activities of trade unions. 
There have been discussions with the De- 
partment of Labour, with officers of one of 
the major trade unions and with two expert 
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university professors concerned with labour 
matters. Although the problems are not easy 
ones and no clear course of action has 
emerged, in fact the problems are being ac- 
tively pursued. At the moment there are three 
government-sponsored task forces whose 
recommendations might have a bearing on 
possible modifications of both the corporation 
and the labour portions of this legislation. 
These task forces are investigating the federal 
Companies Act, the structure of Canadian in- 
dustry with special reference to foreign own- 
ership and, finally, there is a task force deal- 
ing with broad labour matters. 


I would like to conclude with a few words 
about the Dominion Bureau of Statistics as it 
is seen by those who respond to our request 
for information. 


The Chairman: Might I interrupt, Mr. 
Duffett? For the record, we are now in a 
position to proceed Officially. 


Mr. Clermont: I move that the preceding 
portion of this meeting be officially incor- 
porated in our Minutes of Proceedings. 


Mr. Mackasey: I second the motion. 
Motion agreed to. 


The Chairman: Mr. Duffett, you may pro- 
ceed. 


Mr. Duffeti: During the last few years, the 
need for statistics for administration of not 
only federal government programs but pro- 
vincial government programs has very much 
expanded. While DBS has been able to meet 
some of the many programs of the provinces, 
a number of the provinces, especially Ontario 
and Quebec, have established or expanded 
statistical agencies of their own in order to 
develop detailed statistics for their provinces 
and for regions within provinces. The pos- 
sibility exists in a situation like this of dupli- 
cate requests directed to business firms and to 
some extent individuals. However, we have a 
number of co-operative arrangements cover- 
ing surveys of interest to both ourselves and 
the provinces using identical returns which 
are sent to DBS and to the provincial statis- 
tical offices, thus relieving respondents of the 
burden of preparing two different returns on 
the same subject. In the case of Quebec, for 
example, all annual censuses of manufactur- 
ing, mining and forestry questionnaires are 
identical and, with the consent of the re- 
spondents, the information is shared by the 
Dominion Bureau of Statistics and the Quebec 
Bureau of Statistics. 


In these and in other ways we are continu- 
ing our efforts to minimize the response bur- 
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den on business firms, individuals and farm- 
ers. DBS’ own requirements for statistics are 
now in fact increasing very little, but re- 
spondents are increasingly called upon to pro- 
vide information for legislative, tax or social 
security purposes. As long ago as 1962, the 
Glassco Commission concluded that only 
about 20 per cent of the external forms of 
government originate in the Dominion Bureau 
of Statistics. I believe, however, that this may 
be a modest underestimate because our forms 
in some cases go out several times a year. The 
other 80 per cent or so of federal government 
forms are required by such agencies as the 
Unemployment Insurance Commission and 
the Department of National Revenue. 


As I mentioned above, DBS is attempting to 
utilize some of the information obtained on 
these administrative forms for statistical pur- 
poses. Within the departments of the federal 
government an attempt has been made to 
reduce the possibility of duplication of 
questionnaires sent to the public by a 
recent Treasury Board directive requiring all 
Federal Departments collecting information 
from more than 10 respondents to supply cop- 
ies of these questionnaires to the Dominion 
Statistician, who has them examined from the 
point of view of duplication and informs the 
department of possible alternative sources of 
information. 


That is all, Mr. Chairman. 


The Chairman: Thank you, Mr. Duffett. 


The meeting is now open for questions and 
discussion. I believe Mr. Clermont has some 
questions and I would ask other members 
who wish to direct questions to signify in the 
usual way. 


(Translation) 


Mr. Clermont: Mr. Duffett, in your remarks 
about the year 1966 you mentioned that your 
staff in the economy and research fields was 
not sufficient and, as a result, your service 
could not provide all the information that 
industry and the federal, provincial and 
municipal governments were asking of the 
Dominion Bureau of Statistics. Was the same 
situation prevalent at the end of 1966, and 
does it still persist in 1967? That interests me, 
because from what I can see on page 76 your 
staff has increased by 456 employees. Did the 
staff increases occur within the ranks of the 
economists and researchers or in the adminis- 
trative ranks? 


(English) 
Mr. Duffett: The increases in our establish- 


ment have occurred both among the ad-. 
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ministrative and clerical staff and in the pro- 
fessional staff. For example, on page 75 there 
is a classification of positions and the first 
group includes executive, scientific and pro- 
fessional people. Taking those from $18,000 to 
$20,000 down to $6,000 or $8,000, which are 
most of the professional staff, there has been 
an increase from 442 positions to 479 positions 
in these two years. Of course it is necessary 
to support the professional staff with tech- 
nical and clerical staff and these also have 
increased, as you have observed. 


(Translation) 

Mr. Clermont: Would it not be possible to 
include some questions about manpower in 
your five-year census? Recently I received a 
query about manpower from a director of 
regional retraining. The statistics that were 
provided for me were those for 1961. 


(English) 

Mr. Duffetit: Yes, the 1966 census was a 
small census and only about five questions 
were asked because this was all that we 
could administer; but in preparation for 1971, 
I think it is quite definite there will be ques- 
tions on the labour force. As you say, the 
most recent questions on the labour force 
relate to 1961, but I am sure there will be 
comprehensive questions in 1971 on the la- 
bour force. 


(Translation) 

Mr. Clermont: It is the ten-year census. But 
in future, say in 1976, might not such ques- 
tions be included in the five-year census? 
Because if industry and other organizations 
have no alternative but to wait for every 
tenth year to obtain the most recent figures— 


(English) 

Mr. Duffett: Yes, there is a problem here. 
There is, of course, a monthly survey of the 
labour force which provides a great deal of 
information on a sample basis about the la- 
bour force broken down by provinces which 
does provide, at that level of detail, a good 
deal of information. The great advantage of 
the census information on the labour force is 
that it is a full census, a full enumeration and 
it can be broken down in very considerable 
detail. 

The possibility of obtaining census-type in- 
formation on the labour more frequently than 
every 10 years has been considered from time 
to time, but it is burdensome information to 
obtain. 
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(Translation) 

Mr. Clermont: Mr. Duffett, I understand 
that big business often avails itself of your 
services. Does the same apply to small con- 
cerns? 

(English) 

Mr. Duffeti: There is a difference. Large 
enterprises naturally have skilled economists 
and people who are skilled in market re- 
search and to a greater extent they tend to 
use our publications. About one year ago, 
however, we published a document which I 
believe I distributed to this Committee last 
year entitled How to Profit from Statistics. 
This was intended to help medium and small- 
sized enterprises to use DBS statistics. This 
was a great success and many thousands of 
copies were requested and I think rather 
widely used. So far as small enterprises are 
concerned, many of them benefit indirectly 
from our services perhaps without recogniz- 
ing it. Most of them depend very heavily on 
trade associations of one kind or another 
which make very considerable use of our 
material. In many cases the trade associations 
reprint our material and circulate it to the 
firms themselves. 

(Translation) 

Mr. Clermont: My final question on Vote 1 
is this, Mr. Chairman: I believe, Mr. Duffett, 
that in your remarks last week you gave us 
the total cost of the 1966 census. Is that cor- 
rect? 

(English) 


Mr. Duffeti: Yes. The cost of the 1966 cen- 
suS was approximately $9.5 million. 


Mr. Clermont: Thank you. 
The Chairman: I now recognize Mr. Irvine. 


Mr. Irvine: Thank you, Mr. Chairman. I 
would like to ask Mr. Duffett how they justify 
the increase in manpower in the Department. 
I believe there is an increase of the order of 
12 per cent. There must be a reason for that, 
and I presume there is. 


@ (11:30 a.m.) 

._ Mr. Duffetit: Yes. This increase and in- 
creases in recent years have represented to 
some extent a catch-up from a period of very 
low increases up to about 1962. At about that 
time the Glassco Commission had a look at 
our operations and recognized that the Bu- 
reau was under very considerable pressures 
and was not, in their opinion, able to provide 
adequate information for decision-making in 
business firms and in government. At about 
the same time, a number of agencies began to 
develop at the federal level and in the prov- 
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inces needing our services and frequently 
needing, not only more statistics, but needing 
more precise statistics for decision-making 
purposes. 


A good example is the Energy Board. We 
had produced some statistics on energy pro- 
duction over the years, but they were not 
sufficiently precise for the sort of decisions 
which the Energy Board was now called upon 
to make. Our resources in this area have been 
increased. However, the Energy Board was by 
no means the only agency in this category. 
The Economic Council has pressed us again 
and again. I have here their third annual 
report and it urges that additional resources 
be supplied to the Bureau of Statistics in 
order to produce more data. Other agencies in 
a similar situation were ARDA, the Area 
Development Agency, the Atlantic Develop- 
ment Board and other similar agencies in the 
provinces. In the last five or six years, the 
provinces have suddenly become very active 
in schemes of regional development. As I 
mentioned, they themselves have to some ex- 
tent set up fact-gathering resources of their 
own, but they depend very heavily on us and 
have asked us to provide some increase in 
material. 


There have been a number of other reasons 
for increases in recent years. I mentioned the 
Corporations and Labour Unions Returns Act, 
which was a new function we took over 
amounting to around 100 positions, not in 
the last year, but over the last four or five 
years. We are also carrying on work for the 
Treasury Board in maintaining a register of 
Civil Service personnel. 


Mr. Irvine: Right now, in addition to this, 
you have several bureaux which I believe 
have been set up provincially. There is one in 
Quebec and I believe there is one in Ontario. 
Are there others? 


Mr. Duffeii: Most provinces have them to a 
greater or lesser degree. The others are rather 
small, but they have been growing. 


Mr. Irvine: And they do collaborate with 
you, and you work together on this? 


Mr. Duffeti: Yes. 


Mr. Irvine: Does this not have a tendency 
to reduce in some way your work load on the 
federal plane? 


Mr. Duffett: It tends not to, because the 
reason they have been set up is because they 
require statistics over and above what we 
produce. Usually they are interested in statis- 
tics of small areas and surveys for special 
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purposes. We work very closely with them. © 
About one month ago, we had the Sixth 
Conference of Federal-Provincial Statisticians 
and for about a week there was a comprehen- 
sive review of co-operative arrangements and 
of their needs and the extent to which we 
could satisfy them. 


Mr. Irvine: Unless I misunderstood what 
you said, I believe you said that the Quebec 
Bureau of Statistics had one particular form 
which is identical with one of the federal 
forms. 


Mr. Duffeit: It is the same form. 


Mr. Irvine: The same form. Are there any 
other instances in the other provinces where 
you have a complete duplication of the exact 
form? 


Mr. Duffett: Yes. 


Mr. Irvine: Does this not have a tendency 
to cut down on the work load? 


Mr. Duffeitt: It does not cut down on the 
work load; it prevents the work load from 
increasing. For example, the Province of 
Ontario develop their statistical structure and 
find it desirable to have access to individual 
returns. They come to us and say: “It may be 
necessary for us to duplicate your work, but 
perhaps we could get together and achieve 
some co-operation.” We tell them we can and 
we do. But these co-operative arrangements 
represent an additional need by the provinces 
and I do not see how they could have the 
effect of reducing the work load. 


Mr. Irvine: All right. I do not suppose you 
would agree with this, but I am just wonder- 
ing if there would be any possibility—you 
have an increase here of some 12 per cent in 
your manpower according to the figures—that 
the productivity of the individual might be 
down somewhat, might be reduced from what 
it was previously, or do you think that this 
additional manpower is the result of addi- 
tional work load and, if so, what work load? 


Mr. Duffett: I do not see how it could 
represent a decrease in productivity, because 
we simply do not feed additional resources 
into the divisions of the Bureau for this pur- 
pose. The Treasury Board certainly would not 
countenance this. The additional resources are 
obtained for particular individual specific re- 
quirements. So far as productivity in the 
organization is concerned an attempt is con- 
tinuously made to see what we can do to 
improve it. One of the major possibilities, of 
course, lies in increasing computerization. In 
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general, the use of computers in the organiza- 
tion has been growing steadily. Our original 
computer installation was acquired for the 
1961 census, and as the burden of recording 
the census since its tabulation has decreased, 
we have increasingly used these computer re- 
sources in other portions of the organization. 
We foresee the possibility of a still further 
increase over the years. 


Now that applies to a rather sophisticated 
type of production. In the less sophisticated 
types or production in which essentially cleri- 
cal functions are performed, we have a small 
staff within the Bureau whose function it is to 
provide management services to the divisions 
to see what can be done to ease the pressures. 
The organization as has been mentioned, is 
subject to demands for services which are far 
in excess of our capacity to satisfy them. As a 
result there is a continued pressure on the 
divisions and sections within the organization 
to see if they cannot squeeze out additional 
resources from their present establishment to 
produce these new requirements. 


My. Irvine: In the current fiscal year, what 
would you estimate would be the additional 
output percentagewise of reports from the 
department? 


Mr. Duffett: I should ask one of my col- 
leagues about this, but my impression is that 
the additional output of reports is not as great 
as might be assumed from the increase in the 
total number of employees. What tends to 
happen is that the reports become more 
elaborate, more detailed— 


The Chairman: Fiscal reports. 


Mr. Duffett: —and more accurate statistical 
reports. In some cases, there will certainly be 
additional reports, but the requests, for exam- 
ple from the Economic Council, tend to be for 
more detail, more specificity, more timeliness, 
rather than research into new subjects. 


The general structure of the Dominion 
Bureau of Statistics has not stopped growing 
in the areas in which we conduct investiga- 
tions, but it is growing relatively slowly. 
What we are attempting to do is to do a 
better job within many of the areas in which 
we operate. 


Mr. Irvine: I have had _ representations 
made to me by a certain individual enterprise 
which has grown rather large in the last few 
years. They are in the hardware and appli- 
ance business. How many reports would they 
be required to complete during the course of 
a fiscal year? 
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Mr. Duffeit: It may be that one of my 
colleagues could help. Mr. Rowebottom can 
devote some attention to this. 


The Chairman: Mr. Rowebottom, would 
you please sit in front of one of the micro- 
phones so that your remarks can be more 
easily transcribed? 


Mr. L. E. Rowebotitom (Assistant Dominion 
Statistician, General Assignments, Dominion 
Bureau of Statistics): Mr. Chairman, to a very 
considerable extent, this would depend on the 
size of the company. 

Mr. Irvine: Let us say they are doing a 
volume of some $5 million. 

Mr. Rowebottom: They would certainly be 
called upon to complete the annual census of 
manufacturers report. They would most likely 
be called upon to complete one or two month- 
ly commodity shipment surveys. 


Mr. Irvine: One or two? 


Mr. Rowebotiom: Yes. A survey on new 
orders and inventory and on employment. 
e (11:40 a.m.) 
Mr. Duffett: 
others? 


Mr. Berlinguette, are there 


Mr. Rowebotiom: There may be one or two 
others. 


Myr. Irvine: Corporation Labour returns— 


Mr. Rowebotiom: Profits, assets and liabili- 
ties. 

Mr. Duffett: The Corporations and Labour 
Unions Returns Act returns are in two parts. 
For the major return, that is the financial 
statement, a special statement is not required. 
We use the same statement as is submitted to 
the Department of National Revenue. In addi- 
tion to that, there is a short portion having to 
do with the ownership of shares, Part A, 
which still has to be obtained from the firm. 

Mr. Berlinguette may be able to offer a 
little more detail on that, because he is in 
charge of the manufacturing area. 


Mr. V. R. Berlinguette (Director, Indusiry 
Division, Dominion Bureau of Statistics): I 
am not quite sure that I understood, Mr. 
Chairman. Did the member say a hardware 
store? 

Mr. Irvine: Yes, I said this is a retail enter- 
prise. 

Mr. Rowebotitom: We are not called upon to 
complete those. I am sorry, I thought it was a 
manufacturing establishment. 
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Mr. Irvine: I am thinking of the retail end 
of it then, because these are the ones who are 
objecting to the number of returns they have 
to fill in or complete. Could someone give me 
some information as to just how many re- 
turns they would be called upon to complete? 


Mr. Berlinguette: Most certainly there 
would be the monthly retail sales and the 
monthly employment report. Annually, I 
would imagine they would fall into the 
CALURA legislation. Certainly it would de- 
pend also on ancillary operations, whether 
they are involved in storage or some distribu- 
tion activity. It depends on what sort of com- 
plex business they are involved in. I would 
have to have more detail to be able to answer 
more precisely. 


Mr. Irvine: Yes. Now, let us say there is a 
minimum of three reports. Therefore, this 
firm that I made mention of branched out 
into the furniture field last year. Would this 
entail further reports? 


Mr. Berlinguetie: Not necessarily. 


Mr. Irvine: It would be all embraced. But 
they would have a minimum of three reports 
that they had to file. I would like to ask this: 
Is there a penalty of any kind for a firm’s 
refusing or not complying with the requests? 

Mr. Duffeti: Yes. The Statistics Act pro- 
vides penalties for those who do not respond. 
It is our firm policy to avoid utilizing these 
powers of compulsion. We like to do it by 
persuasion, by having representatives of our 
regional offices visit the firms to see whether 
in some way the form can be simplified to 
meet their problems. When new surveys are 
undertaken, the policy is to get in touch with 
the trade association, or with a group of the 
principal firms, and try to devise forms which 
correspond to the accounting practices of the 
firms. 


Mr. Irvine: If it were necessary to penalize 
one of these firms, what would the penalty 
be? 

Mr. Duffeti: It has not been used for so 


many years that we have forgotten, but it is 
in the Act. 


The Chairman: I gather your approach is to 
seek co-operation through persuasion? 

Mr. Duffeit: It has been many years since 
any prosecutions were undertaken. 


Mr. More (Regina City): They just send a 
telegram saying: ‘‘Within seven days or we 
shall launch action.” That is the persuasion. 
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Mr. Irvine: It is many years since action 
has been taken? I believe this gentleman has 
a reply. 


Mr. Duffett: The Act reads: 


...for every such refusal or neglect, or 
false answer or deception, guilty of an 
offence and is liable, upon summary con- 
viction, to a fine not exceeding $100, or to 
imprisonment for a term not exceeding 
three months, or to both fine and impris- 
onment. 


Mr. Irvine, I wonder if I might add one 
further point? 

You inquired about the increase in the 
work activity of the Bureau. There is one 
thing I failed to mention that is quite impor- 
tant; that is that with the growth of the 
economy, there is a steady increase in the 
amount of processing that takes place in 
many fields. For example, in recent years, 
Canadian trade has been growing. Exports 
and imports both have been growing and the 
establishment or the staff necessary to code 
these reports as they come to the Bureau 
increases almost every year. It is an annual 
increase of something of the order of 5 per 
cent or in that area. In the case of the Cor- 
porations and Labour Unions Returns Act, 
there is an increased burden, since the num- 
ber of corporations in Canada has been tend- 
ing to increase at about the rate of 10 per 
cent a year. The same sort of growth does 
take place throughout the organization. 


Mr. Irvine: I have one further question. 
What percentage of return on these requests 
that are made does the Bureau enjoy? 


Mr. Duffett: Well, it varies a good deal. I 
think in this case, thinking of manufacturing 
or merchandising, I might ask Mr. Berlin- 
guette again to speak about this because this 
is his particular area of responsibility. 


Mr. Berlinguette: Was that in terms of 
numbers or in terms of coverage of the activi- 
ty concerned? 


Mr. Irvine: Say percentage-wise. 


Mr. Berlinguette: I would say 90 per cent 
of a census. 


Mr, Irvine: Ninety per cent return? 


Mr. Duffeti: But this 90 per cent will cover 
more than 90 per cent of the production in 
the area. 


Mr. Berlinguette: It would cover certainly 
97 or 98 per cent of the production. 


Mr. Irvine: It would cover more than 90 per. 
cent? 
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Mr. Duffett: Ninety per cent of the firms 
would cover perhaps 98 per cent of the 'pro- 
duction because the large firms, generally 
speaking, find no difficulty in replying to us. 


Mr. Irvine: Yes. Now getting back to this 
listing under Vote 1. Under the listing of 
salaried positions there are executive, scien- 
tific and professional positions. I notice there 
is quite an increase in the bracket $14,000 to 
$16,000. There is an increase of ten employees 
there which I presume are either new posi- 
tions or people who have been moved up 
from the lower brackets. How is this jus- 
tified? 


Mr. Duffett: It is justified very largely in 
terms of the increasing sophistication of the 
work which we do. As I mentioned, the 
Economic Council and bodies like this require 
much more precise information than we had 
been in the practice of providing before. In 
some of the new areas in which we are un- 
dertaking work it requires fairly senior, fairly 
experienced staff to carry on the work. 


Mr. Irvine: I presume the same thing holds 
good in the administrative and foreign service 
because there is another bracket where there 
is an increase in $12,000 to $14,000 bracket 
from 21 to 39 positions. But down in the 
administrative support section in the $4,000 to 
$6,000 bracket, there is an increase of 193 
employees for the current year over the year 
1966-67. How can this be justified? Are these 
survey people? The increase is from 1258 to 
1451. 


Mr. H. L. Allen (Assistant Dominion Sta- 
tistician, Dominion Bureau of Statistics): Mr. 
Chairman, the reason for that substantial in- 
crease in those clerical positions—I cannot 
give it to you in minute detail—is the salary 
conversion to government-wide new rates. It 
was not a reclassification of a large group of 
positions. It was the conversion of salary for 
all of the government. It was not our own 
action but was following in the pattern set for 
the government. 


Mr. Irvine: The thing I am getting at, Mr. 
Allen, is that there is an increase, I believe, of 
193 people in that particular area. 


Mr. Allen: Yes, sir. 

Mr. Irvine: Why? 
® (11:50 a.m.) 

Mr. Allen: I believe the answer to that is 
that they are work load clerks who have 


moved up from the bottom bracket and the 
new positions came in at the bottom. 
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The Chairman: Are they handling a de- 
mand for processing of more data? 


Mr. Allen: Pardon me? 


The Chairman: Is this partly in response to 
the need to process more data? 


Mr. Allen: The new positions are in re- 
sponse to that need. The difference in the 
Salary, though, is because of the conversion of 
the salary ranges to new salary ranges. 


Mr. More (Regina City): I have a supple- 
mentary, Mr. Chairman. It does not indicate 
that, because you have an increase in the 
under $4,000 group over last year. So it does 
not indicate that it is just a move up. 


Mr. Duffett: No, it is not solely that. These 
are clerical positions and in many cases they 
represent the increased work load. I men- 
tioned the increased work load that goes with 
trade statistics and an increased work load 
that goes with an increasing number of firms. 
There is some increase in our functions. It is 
very difficult to specify a single reason but 
the increase in clerical staff ordinarily repre- 
sents simply a larger flow of paper work 
passing through. 


Mr. Irvine: I say, without being facetious in 
any way, that this would indicate to me there 
must be an additional group of people placed 
in these particular positions because of a de- 
crease in productivity of the people who were 
previously there. The increase in the number 
of employees is so much greater than the 
increase in the productivity. 


The Chairman: Do you agree with that? 


Mr. Duffett: No, I do not think so. We add 
additional resources when the existing re- 
sources, used as efficiently as we know how, 
are inadequate to do the job. The job has 
grown this year. It grew last year and it very 
likely will grow somewhat next year and it is 
simply in response to increased requirements 
from the organizations. Treasury Board is not 
in the habit of assigning additional resources 
to offset a deterioration in productivity. 


Mr. Irvine: Thank you, Mr. Chairman. 


The Chairman: Before I recognize Mr. 
Mackasey I might direct the attention of the 
Committee to the fact that as pointed out by 
Mr. Duffett, the Economic Council Third 
Annual Review devoted a special heading on 
pages 187, 188 and 189 entitled “The Need for 
New and Better Statistics” as part of its dis- 
cussion at that time. I will not go into it but 
its interest was in its summary of conclusions. 
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Under item number 11 at page 193 I find the 
following: 


There is a general and immediate need 
for improvements in price and other eco- 
nomic statistics. For this purpose, the 
Dominion Bureau of Statistics should be 
substantially strengthened. 


Have the staffs you mentioned in replying 
to Mr. Irvine’s question been the reaction, to 
some extent, to this type of request? 


Mr. Duffett: Yes. The Economic Council, in 
all its reports, I think, has made observations 
of this kind. The last report, from which the 
quotation was made, referred particularly to 
the need for increased facilities for statistics 
in the area of prices and productivity. 


The Chairman: Did I understand you to say 
that the Glassco Commission actually called 
for a strengthening as well? 


Mr. Duffett: Yes; they spoke of the need to 
strengthen the organization. They mentioned 
the fact that there was a serious lack of 
understudies. Following the Glassco recom- 
mendations and in part because of them, I 
think, increases began to take place about 
that time. 


The Chairman: I find that rather interest- 
ing because in other areas the Glassco 
Commission, as I recall, made recommenda- 
tions of moving in the opposite direction. 


Mr. Duffett: I think that is correct. 


Mr. Mackasey: Mr. Chairman, most of my 
questions have been answered. They were 
asked by Mr. Irvine. Could it be true that the 
increase in staff, particularly in the clerical 
group, is due to the fact you are servicing or 
sending statistics to a larger number of indus- 
tries, manufactures and retail outlets than ev- 
er before? Do your statistics, in other words, 
indicate that there are more outlets? 


Mr. Duffett: Are you referring to the fact 
that there are more manufacturing and retail- 
ing concerns or more users of this material? 


Mr. Mackasey: Well, both. Would this not 
justify the increase in staff? 


Mr. Duffett: To some extent. The increase 
in the number of firms does call for a modest 
increase in staff required to handle question- 
naires, and in particular to code and deal 
with questionnaires when they return to us. 


I might say that in the case of the small 
firms the questionnaires sent out are usually 
very simple ones which do not require nearly 
as much attention as the questionnaires which 
are directed to the large firms. 
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Mr. Mackasey: They say there are lies, liars 
and statisticians. I do not believe in the theo- 
ry 


Mr. Duffett: I think this is a tribute to the 
effectiveness of statistics. 


Mr. Mackasey: Does anyone know the per- 
centage ratio of employees to the number of 
outlets? I am using the word “outlet” very 
generally. I am trying to be the Devil’s advo- 
cate. You have only got an increase in staff 
here of around 10 per cent and mostly in the 
elerical end. I am just wondering what the 
over-all increase is in manufactures, retail 
outlets, all these different contributors to the 
gross national product serviced by your de- 
partment and from which you demand or 
solicit information. 


Mr. Duffeit: I do not have the information 
here on the increase in the number of outlets. 


Mr. Mackasey: I would prefer you to say 
you do not have the statistics on this rather 
than information. 


The Chairman: 
thing? 


Mr. Duffett: Statistics are a kind of infor- 
mation. 


Mr. Mackasey: Could we find this out? 


Mr. Duffett: Oh, yes. We could quite readily 
supply information on the number of firms 
reporting to the Bureau of Statistics which is 
broadly speaking all the firms there are in 
any fields you would like to specify, in manu- 
facturing or in retailing. 


Are they not the same 


Mr. Mackasey: In other words I would just 
like to know, because your staff has increased 
10 per cent in the clerical end, if there is a 
possibility that the number of people supply- 
ing this information has also increased in 
proportion. 


Mr. Duffeti: I should think this is probably 
the case but we could quite readily provide it. 
As I mentioned earlier the number of corpo- 
rations in Canada increases by about 10 per 
cent a year. 


Mr. Mackasey: I was surprised, sir, at the 
high percentage of forms returned because at 
one time or another I was plagued by reports 
and follow-ups and so on. Do you have field 
men who will go if a small retailer requests 
your assistance in filling out these forms? 


Mr. Duffetit: We have eight regional offices 
in the principal cities from St. John’s, New- 
foundland, to— 
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Mr. Mackasey: Is this one of the services 
the regional offices will supply? 


Mr. Duffett: This is one of the obligations 
of the regional offices, of course. The regional 
offices cannot in fact go and fill out the re- 
spondent’s own forms. We simply do not have 
enough resources for this but they will help 
them and in some cases where a respondent 
cannot provide information on a particular 
item our people will work out with them 
some means of estimating the figure. 


Mr. Mackasey: You mentioned trade as- 
sociations, the better ones certainly, as using 
your statistics to great avail. I know this is 
true for instance of the printing industry but 
supposing a printing firm is not a member 
of a trade association. What form of statistics 
will you supply him with and must he con- 
vert these statistics himself into ratios or then 
again has he to go to the Department of 
Industry for this? 


Mr. Duffett: Mr. Berlinguette, would you 
like to comment on this? 


Mr. Berlinguette: I am sorry, Mr. Chair- 
man, I was speaking to my colleagues here. 


Mr. Duffett: The question was—perhaps 
you would care to repeat it? 


Mr. Mackasey: Well, if I can remember my 
question. 


The Chairman: I think the question was: 
what happens if a retailer or person from a 
particular industry does not belong to a trade 
association and does not have access to the 
statistics they publish garnered from your 
work? What can he do to get the benefit of 
your efforts in this area? Can he come to you 
and get this information or does he have to go 
elsewhere? 


Mr. Berlinguetie: No, absolutely. 


The Chairman: Does he break it down him- 
self? 


Mr. Mackasey: I know he can come to you 
but this is not exactly what I meant. A trade 
association usually converts your statistics in- 
to meaningful ratios: the ratio of rent to 
sales; the ratio of raw materials to sales; this 
type of thing. If a printing establishment is 
not part of a trade association for one reason 
or another, do you supply him statistics in 
that form, or do you supply him raw figures 
which he has to convert? 


Mr. Berlinguette: No. If he comes to us and 
makes a request of that nature, we will cer- 


_ tainly make a compilation for him. We do not 


refuse any legitimate request that can be met. 
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Mr. Mackasey: Perhaps I am not making it 
quite as clear as I want. For instance through 
a printing trade association they may supply 
the information on a firm doing from $250,- 
000-$500,000 volume a year for a small print 
shop. Can they expect, if efficiently operated, 
a return we will say, of 6 per cent or 7 per 
cent or 3 per cent? Do you supply figures in 
that form, or must they get them from the 
Department of Industry? 


Mr. Berlinguette: Yes, we have what we 
call operating results in the case of trades, 
which analyses the information and provides 
ratios of that nature. 


Mr. Mackasey: You say in the case of trade, 
but what about in the case of manufacturers? 


Mr. Berlinguetie: The same thing. 


Mr. Mackasey: You do. You also mentioned 
the Province of Quebec as using certain sta- 
tistics that are made available. I think you 
mentioned forestry and mining. Am I right in 
this? 

Mr. Duffett: Yes. 


Mr. Mackasey: Do they share in any way in 
the cost of compiling these figures? 


Mr. Duffett: They share in the cost that 
you mentioned; they help us with the follow- 
up work, and it is very helpful because they 
have another regional organization which is 
in very close contact with the respondents. 


Mr. Mackasey: You see, what scares me 
about what you have told me is that there 
seems to be such a duplication. I have visions, 
like the average taxpayer, of the federal gov- 
ernment’s Bureau of Statistics’ compiling 
information and then of the provinces compil- 
ing the exact information. I am just wonder- 
ing if through co-operation you can save a 
few dollars. You say follow-up; would you 
denne the type of follow-up? 

Mr. Duffett: Perhaps Mr. Berlinguette once 
again can answer this question. 


Mr. Berlinguetie: Yes. It means, basically, 
trying to get the returns in on time. There are 
always some delinquents, and we share the 
work with the province in this instance; both 
our office in Montreal and the Quebec Bureau 
of Statistics divide the work of following up 
these delinquents. 


Mr. Mackasey: But these reports of the 
delinquents, which are usually in a small re- 
tail outlet are directed to Ottawa, rather than 
to Quebec? 
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Mr. Berlinguette: In the case of the census 
of manufacturing, there is a double form. In 
other words we share the two copies of the 
same form. One copy goes to Quebec, the 
other copy to DBS. 


Mr. Duffeti: The respondent can, in other 
words, put the form into a typewriter with a 
piece of carbon paper and at the same time 
respond to both agencies. 


Mr. Mackasey: Do they then mail these 
copies to the two sources at the same time, or 
is there one clearing house for this? 


Mr. Duffett: No, I think they are mailed 
separately. 


Mr. Rowebotiom: Two separate addresses. 


Mr. Mackasey: Just for clarification, in an 
earlier answer to a question by Mr. Irvine, 
you mentioned monthly retail sales forms. I 
may be wrong, but the record may have been 
left rather ambiguous. The impression may 
have been left that this form is sent in 
monthly, but this is not the case. 


Mr. Berlinguetie: This is a monthly survey. 
It is a sample survey, of course. The smaller 
trades are subject to sample. Of a universe, 
let us say, of about 150,000 retailers, there is a 
sample of about 18,000. 


Mr. Mackasey: They must submit this form 
every month? 


‘Mr. Berlinguette: That is correct. 


Mr. Mackasey: How much time do you give 
them to compile this? 


Mr. Berlingueitte: In the case of the month- 
ly retail, I think it is 21 days. 

Mr. Mackasey: In most provinces, at least 
in my province, I suspect you have only ten 
days in which to submit your form because of 
the provincial sale tax. Has there ever been 
any thought of dovetailing or using this? 


Mr. Berlinguetie: We are investigating that 
very possibility. 

Mr. Mackasey: In other words if we submit 
our provincial sales tax records—and most 
provinces have them now—you could use 
these figures, could you not? 

Mr. Berlinguetite: That is correct. There are 
difficulties of classification of course in the 
way they keep the records, but we are inves- 
tigating the possibility of using sales tax rec- 
ords for this purpose. 


Mr. Mackasey: Thank you, Mr. Chairman. 


Mr. Irvine: Mr. Chairman, may I ask a 
short supplementary question to what Mr. 
Mackasey has been discussing? 
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The statement was made that there are 
several regional offices across Canada. Could I 
have the information, if it is available now, as 
to where they are located? 


Mr. Duffett: Yes, these are located in St. 
John’s, Newfoundland; Halifax; Montreal; 
Toronto; Ottawa; Winnipeg; Edmonton and 
Vancouver. i 


Mr. Irvine: Thank you very much. 


Mr. Duffett: These offices are used for a 
variety of purposes. They assist materially in 
the collection of information in the labour 
force survey. There is a monthly survey of 
the labour force, a sample survey of some- 
thing of the order of 35,000 households and 
this is one of their main administrative tasks; 
they collect information on prices from retail 
stores; they help respondents who have 
difficulty with forms; they constitute the 
focus of activity in each area when the popu- 
lation census is taken; they perform a great 
variety of jobs like that. 


The Chairman: I am going to recognize Mr. 
Cameron, but if you will permit me I will ask 
a very quick question. Is there any other way 
of getting basic information as to how the 
economy is going and information to be used 
as a basis for making policy decisions by 
governments without taking these kinds of 
surveys? Is there any other way of doing this, 
any other way of getting the data? 

Mr. Duffett: One of the major alternatives 
is that of using administrative statistics. For 
example in the field of trade we use the 
identical documents that are prepared by im- 
porters and exporters in connection with the 
requirements of the Department of National 
Revenue. 


The Chairman: I am referring specifically 
to domestic matters. Is there any other way, 
for example, of seeing the trend of retail sales 
without taking a survey of the merchants as 
to what they are selling? 


Mr. Duffeti: There are possibilities and the 
possibilities are explored very thoroughly of 
using, for example, the results of the sales 
tax, as has been mentioned. In that area I am 
not aware of any others; there are such things 
of course as bank clearings, but they are not 
very specific. 


The Chairman: Am I right in suggesting 
that even after these possibilities are explored 
there are certain areas where basic informa- 
tion cannot be garnered without taking sur- 
veys? | 
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Mr. Duffett: That is true. We do devote a 
lot of time to looking at various kinds of 
administrative statistics in the hope that they 
may be used for statistical purposes without 
the necessity of approaching individuals; for 
example, information on the migration of 
people from one province to another. In at- 
tempting to estimate this we use the records 
from the family allowance directorate in the 
Department of National Health and Welfare, 
because they are notified of changes of ad- 
dress of families with children. This is not a 
perfect measure because families with chil- 
dren may migrate more frequently or less 
frequently than other people in the communi- 
ty, but this does represent a basis for making 
an estimation. 


Mr. Cameron: Mr. Duffett, I was wondering 
when Mr. Irvine was asking questions about 
the increase of staff; is there a fairly constant 
ratio between your scientific and professional 
Metaft and your clerical staff? It stays fairly 
constant, does it? 


Mr. Duffett: Well, in an organization as 
large as we have it probably appears to stay 
constant, but from time to time there will be 
/quite a divergence depending on the kind of 
_jobs we undertake. For example, we are mak- 
ing preparations to do a large survey opera- 
tion for the Department of Manpower—a sur- 
'vey of job vacancies. This particular survey 
will involve a rather small number of profes- 
sionals in contrast to the number of clerical 
people. This arises simply from the nature of 
| the survey. In other areas, for example I 
“mentioned an increase in our resources devot- 
ed to energy statistics over the last few years, 
the tendency would be, to some extent, to- 
'wards more professional people, because the 
problems are those of improving an existing 
series, rather than primarily adding to it. 


Mr. Cameron: Expansions of your fields of 
investigation would in the first instance re- 
quire additions to your professional staff. 


Mr. Duffeit: For planning purposes. 


Mr. Cameron (Nanaimo): And then a corre- 
sponding increase for supporting personnel. 

There is just one other question that I want 
to ask. You may have dealt with this before I 
came in this morning. Probably you told us 
last year. I notice there is an item here for 
Administrative and Foreign Service. Could 
| you give some details on the foreign service? 

Mr. Duffett: I think Mr. Allen should an- 
swer this. This is simply a classification which 
| the government uses for a certain type of 
| people. 
27024—2 


Finance, Trade and Economic Affairs 


95 


@ (12:10 p.m.) 

Mr. Allen: It is simply a category; it is a 
new arrangement; we do not have any for- 
elgn service office. 


Mr. Cameron (Nanaimo): I wondered why 
you would have. 


Mr. Duffeti: The closest we get to foreign 
service activities is that we have one or two 
officers whose duty it is to establish the cost 
of living in a variety of countries throughout 
the world, to help the Treasury Board and the 
Department of External Trade to establish 
pay differentials or allowance differentials. 
That is as far as we get to foreign operations. 


Mr. Cameron (Nanaimo): Thank you. 


Mr. Ballard: Thank you, Mr. Chairman. I 
have a couple of questions that I would like 
to ask just for my own clarification. First of 
all Mr. Duffett said during his discourse that 
his Department was setting up a task force to 
deal with amendments to the federal Com- 
panies Act. 


Mr. Duffett: May I interrupt. What I in- 
tended to say was that there is a task force 
under the Department of the Secretary of 
State, and that the conclusions of this task 
force might have some effect on the way in 
which we collect corporation statistics. 


The Chairman: You are not setting up a 
separate task force. 


Mr. Duffett: No. 


Mr. Ballard: You are not promoting the 
idea, for example, that there should be provi- 
sions within the Companies Act itself to make 
it easier for your Department to collect statis- 
tics; in other words, with penalties and so on 
in an amended companies act. 


Mr. Duffetit: We would be very much inter- 
ested in what went into an amended compa- 
nies act because it would affect the sort of 
information that comes to us through the sur- 
veys we now undertake, but we are not an 
active element in this task force. 


Mr. Ballard: And you are not proposing 
new sections to the Act that would make for 
more compulsion? 


Mr. Duffett: No. We play no part in this 
whatever. 


Mr. Ballard: I was wondering also, Mr. 
Chairman, as a matter of interest, what tests 
the Department makes on the accuracy of the 
returns that are filed, and also if you have 
any way of calculating the percentage of er- 
ror in the returns that are filed? 
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Mr. Duffett: It is difficult to give a single 
answer to this, because in different areas dif- 
ferent methods are pursued. In the monthly 
labour force survey, for example, it is possi- 
ble by mathematical means to calculate quite 
accurately the degree of error. This is a sam- 
ple survey and in a well planned, well organ- 
ized sample survey, it is possible to calculate 
what the degree of error is. In the case of the 
population census there is an investigation 
made concurrently with the census of the 
degree of under-enumeration. This is one of 
the main sources of error. The degree of un- 
der-enumeration, I think, is of the order of 2 
or 3 per cent. 


Mr. Ballard: Then, when you report, for 
example, population statistics, do you add 2 
or 3 per cent to the report that you make? 


Mr. Duffett: No, we do not: We produce an 
administrative report on the operation of the 
census in which all possible information is 
given about the extent of the error, but the 
census figures are not adjusted, if only be- 
cause the census has some important legal 
functions to perform, and it is important that 
the information should be published exactly 
as taken. 


Mr. Ballard: When you were speaking you 
also made reference to doing some statistical 
work from corporation income tax returns. By 
that would you clarify as to whether you 
mean that the statistical work is done from 
the Corporations and Labour Unions Returns 
Act or do you actually draw the files from the 
Department of National Revenue and do your 
statistical work from the latter information? 


Mr. Duffeti: Prior to 1965 we got reports 
directly from the firms, similar to those which 
were being sent to the Department of Na- 
tional Revenue. It appeared to us and to a 
large number of people that this was unneces- 
sary duplication. An amendment was provid- 
ed to the Corporations and Labour Unions 
Returns Act which makes it possible for us to 
receive these forms as they pass from the 
National Revenue regional offices to head- 
quarters in Ottawa. 


Mr. Ballard: In other words, the corpora- 
tion income tax returns are in effect fun- 
nelled through your Department and exam- 
ined by your Department on their way to the 
Department of National Revenue. 


Mr. Duffett: It is my understanding that 
these forms are prepared in duplicate and 
that one copy is kept in the field and the 
other one, which is designed for less immedi- 
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ate work at headquarters in National Reve- 
nue, passes through the Bureau of Statistics 
on its way to National Revenue, so that it 
does not delay the work which National 
Revenue needs to do with this material. 


Mr. Ballard: It appears now that corpora- — 
tion income tax returns are not a matter of 
secrecy between the taxpayer and the De- 
partment of National Revenue. It is obvious 
that your Department sees them and the 
Department of National Health and Welfare 
has an opportunity to see them. Do you know 
of any other department that also sees them? 


Mr. Duffett: I was not aware that the De- 
partment of National Health and Welfare saw 
them. Mr. Benson is in the audience and may 
wish to comment on this. 


Mr. Ballard: I will probably be putting the 
question to him. 


The Chairman: When he testifies before us 
on his own estimates. 


Mr. Duffett: There was some interest, need- 
less to say, in this matter of secrecy when 
the Corporations and Labour Unions Returns 
Act was changed. It was pointed out by 
officials of the Department of National 
Revenue that the secrecy provisions of the 
Bureau of Statistics are at least as rigorous as 
those of the Department of National Revenue 
and that therefore the returns would be very 
carefully safeguarded. I would like you some- 
time to visit the Bureau of Statistics and see 
the way in which we file these forms. Within 
the Bureau of Statistics we have very careful 
security regulations. In addition, however, we 
have built a very large cage within the office 
of the Corporations and Labour Unions Re- 
turns Act in which this material is locked up 
every night. 


The Chairman: You do not keep any of the 
officials in there, do you? 


Mr. Duffeti: Not locked in. 


Mr. Ballard: Mr. Duffett, I assume from 
what you say that the employees of your 
Department take a similar Oath of Secrecy to 
that taken by the Department of National 
Revenue. 


Mr. Duffett: They take an Oath of Secrecy. 
I assume it is not very different. It should be 
emphasized, of course, that we had access to 
this information before the modification to 
the Act. The amendment to the Act just sim- 
plified matters from the point of view of the © 
respondent. Under the Corporations and 
Labour Unions Returns Act exactly this in- 
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hand. 


Mr. Ballard: This veil of secrecy which I 
assumed existed has really been a myth. 


Mr. Duffeti: No, I would disagree. The veil 
of secrecy is exactly as it was before. 


Mr. Ballard: Just as a matter of interest I 
notice on page 76 that you report some reve- 
‘nue in your Department—revenue to the ex- 
tend of $160,000. It surprises me that your 
‘Department would have any revenue at all. 
‘Could you just give me an indication of 
where this money comes from? 


Mr. Duffeti: Yes, Mr. Allen can answer this 
question. 


Mr. Allen: This is largely the sale of special 
services. For some particular kinds of jobs for 
one individual we will charge the marginal 
cost of producing that particular service. 
These services might include special tabula- 
tions of trade statistics, perhaps special tab- 
ulations of census material that somebody 
wants, material not quite in the way that we 
have published it which we rearrange and 
feel we should charge for rather than have 
the tax payer bear the burden. It is a small 
amount. We sell a considerable number of 
publications but the revenue from these goes 
to the Queen’s Printer, not to us. 


Mr. Ballard: There is no revenue included 
in this figure from other government depart- 
ments or other government appointed agen- 
cies, such as the Economic Council. 


Mr. Allen: They may pay us but that is not 
what this is. 


Mr. McLean (Charlotte): Do you supply in- 
formation to other government departments? 


Mr. Duffett: We supply information to oth- 
er government departments on very much the 
Same basis aS we supply information to the 
public at large. The secrecy provisions of the 
Act, of course, apply. 


Mr. McLean (Charlotte): The government is 
establishing new departments all the time and 
enlarging old departments. Does this mean 
that you are supplying more information? 


Mr. Duffett: This is true. 


Mr. McLean (Charlotte): If the government 
is creating new departments and enlarging 
the old departments I would naturally think 
that if you were going to supply information 
you would have to enlarge your Department. 


Mr. Duffett: This has been a major reason. 
27024—23 
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Mr. McLean (Charlotte): I notice that in 
private industry they always tell me that the 
government is asking for more returns and 
that they have to put in more machines. Of 
course, these machines are going to cut down 
on labour but they find that they increase 
labour all the time because they do not have 
anybody to run them. They have to get new 
people to run them. That is why they find 
their staffs increasing all the time. I wonder 
if you find this in much the same way in your 
Department? 


Mr. Duffett: New government departments 
and the enlargement of government depart- 
ments certainly have made a very great diff- 
erence to us in recent years in the sort of 
information that we are called upon to pro- 
vide. To some extent this takes the form of 
additional surveys. To a great extent it takes 
the form, as I mentioned earlier, of greater 
precision and greater detail for the amount of 
information that is provided. Ten or fifteen 
years ago, in many areas, we could provide 
enough information to describe in general 
terms what was going on but when a new 
agency comes into operation, very often it 
requires far more detail, far more precision, 
to be sure that it is making the right deci- 
sions. This is a major element in the growth 
that has taken place in recent years. 


Mr. McLean (Charlotte): I often think that 
some of the departments are not taking 
enough advantage of your Department, es- 
pecially in designated areas. 


The Chairman: Perhaps the departments in 
question will take that as a reminder. 

We seem to have exhausted our list of 
questioners. Before calling the item, there is 
one matter I would like to deal with very 
briefly. 

I discovered, and some others may be 
aware of this, that the Joint Economic 
Committee of the Congress of the United 
States publishes a very interesting document 
every month called Economic Indicators. I 
might explain in passing that the United 
States Congress has a Joint Committee of its 
House and Senate. Of course, its Senate is 
accountable to the public as it is elected and 
this Committee, backed by a permanent staff 
of economists and administrative people, has 
as its basic task the studying of the Annual 
Report of the Council of Economic Advisers 
which in some ways is similar to our Eco- 
nomic Council. It also carries out other gene- 
ral studies of economic matters. The reason I 
mention this at this time is that this docu- 
ment puts together in a very clear and handy 
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form each month details of the major eco- 
nomic indicators in a way that mere laymen 
such as ourselves could grasp very easily. 
Some of you may have seen this publication 
before. It has national income, for example, 
average weekly, the earnings with charts, and 
they summarize at the head of each page the 
results of the month in one simple sentence 
which, as I say, people like myself can grasp 
very easily. In fairness to the DBS, the 
monthly publication Canadian Statistical 
Review does something like this in the first 
ten or twelve pages. I mention this not only 
to draw this publication to the attention of 
the Committee but to ask Mr. Duffett whether 
it would be possible to revamp in some way 
the format of the first part of the Canadian 
Statistical Review so as to make the same 
type of information as is found in the publi- 
cation Economic Indicators more easily avail- 
able to people like ourselves and members of 
the public generally who are interested in this 
information. 


Can you comment on this, Mr. Duffett? 


Mr. Duffett: Yes, this is a good suggestion, 
Mr. Chairman. As you have said, we do in- 
clude quite a number of charts of deseasonal- 
ized economic indicators with a very brief 
statement at the top. It may well be that the 
statements are unduly brief and that more of 
an analytical nature might be included. 


The Chairman: Also, the selection of items 
and their organization is done in a way which 
at least I find easier to follow on many occa- 
sions than in your own publication. 


Mr. Duffett: We would be glad to look into 
this. 


The Chairman: One other thing that I not- 
iced, although I have not analyzed all the 
tables, is that in some instances the informa- 
tion appears to be somewhat more up to date. 
Not in all cases; in some cases your publica- 
tion is more up to date, but in other instances 
the U.S. publication is more up to date than 
the Canadian counterpart. Could you com- 
ment on this? 


Mr. Duffett: Yes. This is a fact in many 
areas. It concerns us very much. This is of 
particular concern to Dr. Simon Goldberg, 
Assistant Dominion Statistician, and if you 
wish, he will say a word or two about our 
program in the field of timeliness. 


The Chairman: Perhaps I could ask Dr. 
Goldberg to comment briefly. I do not want to 
impose on the Committee but if we are going 
to have the statistics we might as well have 
them as timely and up to date as possible. 
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Dr. S. A. Goldberg (Assistant Dominion 
Statistician (Statistical Integration)): 


. 
‘ 
i 


: 


Thank 


you, Mr. Chairman. We do, indeed, have a — 


comprehensive program for quickening the 
outflow of our information. I hope that in a 


5 
c 


year from now if I am called upon to do so I | 
shall be able to cite some achievements. Right — 


. { 
now I must confine myself to some achieve- | 


f 


ments, but pretty firm ones, I think. Within — 
this program we have selected a number of — 


key indicators—key in the sense that they 
reflect the movement of the economy most 
faithfully and most quickly, such as, for ex- 
ample, the Index of Industrial Produc- 
tion—and we give them prime attention. It is 
our target to reduce the time interval which 
we now take to produce the index by approxi- 
mately one half in the course of two years, 
and to do so in two stages. The first stage, I 
hope, as I implied at the outset, we will have 
accomplished by the end of the fiscal year. At 
present, there is a time lapse of nine weeks 
between publication of the index and the 
period to which it refers. We hope to slice off 
at least two weeks by the end of this fiscal 
year. Following this, we hope to slice off 
another two weeks by converting more of our 
information to the electronic computer. I 
should add that by reducing the time interval 
of the index we in effect have to reduce the 
time interval of a great deal of information 
which feeds into the index; a lot of informa- 
tion on monthly employment, payrolls, man- 
hours, commodities, and so on. This is really a 
big program. We hope to achieve this in the 
first instance, as I said, using present proce- 
dures by experimenting with provisional esti- 
mates based on incomplete returns and devel- 
oping methods for estimating the remainder 
with sufficient accuracy to justify using them 
for the index. I am singling out the index 
because this is one of the most sensitive areas 
but we are going farther afield in other series 
and eventually we hope to push up a large 
portion of where we are behind. 


The Chairman: Thank you, Dr. Goldberg. I 
gathered that the— 


Mr. Flemming: May I ask one question of 
Dr. Goldberg. Speaking of economic indica- 


tors, what is the earliest time in which busi- © 


ness could determine whether inventories are 
increasing or decreasing or what is happen- 
ing to them insofar as the Dominion Bureau 
of Statistics is concerned? 


Dr. Goldberg: If you refer to overall inven- 
tory, these indicators are included in our 
Quarterly National Accounts and come out 
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| only 
| available at different time intervals. For ex- 
|} ample, our price indexes are available one 
/ month after the event. The employment and 
/ unemployment data are available one month 


| about two and a half months after the quar- 


ter; so to get a comprehensive picture right 


} now, you would have to wait about two anda 
| half months. 


Mr. Mackasey: Are the statistics of certain 


| industries available sooner? 


Dr. Goldberg: Yes. As a matter of fact, not 
industries but various statistics are 


after the event, and in many cases in the 
manufacturing field we have monthly com- 
modity data which are available five or six 
weeks after the event. In other cases it takes 
longer. 


Mr. Mackasey: I am thinking of pulp and 
paper, for instance, where you have so few 
firms. Are the statistics in that case fairly 
rapid? 

Dr. Goldberg: I will ask Mr. Berlinguette, 
who is in charge of this. 


Mr. Berlinguette: I am not quite sure 
just what the exact timing of the pulp and 
paper industry is, but it is possible that if the 
information is complete before the report is 
published, we could provide the information 
in a special release, if it is of special interest. 
© (12:30 p.m.) 

Mr. Duffeti: Would you care to comment on 
your monthly inventory series? I think the 
question related not only to comprehensive 


inventories but inventories of particular 
firms. 


Mr. Berlinguette: In the case of manufac- 


turing, I think Mr. Goldberg mentioned we 


have a monthly survey of inventories and 
shipments and the timing on that right now is 
between five and six weeks. That is the total. 
As I mentioned, if there is a special interest 
in some industry and it is available for that 
date we can arrange to have it published 
separately in a daily bulletin. 


The Chairman: Of course, the significance 
of this discussion of timeliness is that if the 
information is not sufficiently timely we may 
find governments making policy decisions 
based on data that does not reflect the actual 
situation. This is one of the key points in- 
volved and I think this was commented upon 
by the Economic Council in the preceding 
reports. I am interested to hear that you work 
in this area. 


Also, I gather you will be looking at the 
other point I raised about either revamping 
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the first part of The Statistical Review or 
possibly having another publication to bring 
together in handy, clear-cut form the major 
economic indicators, somewhat in the manner 
used by the Council of Economic Advisers in 
the Joint Economic Committee of the United 
States with its publication entitled Economic 
Indicators. 


Mr. Duffet: Yes, we will. 


Mr. Clermont: Mr. Chairman, under Vote 1 
on page 76, I note an increase in Office Sta- 
tionery, Supplies and Equipment of $630,000 
from 1966-67, and also on the same page an 
increase of $217,900 for Rental of Office 
Equipment. Is the first increase of $630,000 
mostly for equipment, stationery or supplies? 


Mr. Allen: There are several items. Ap- 
proximately a third of that amount is a furni- 
ture item which used to be carried in the 
Department of Public Works but is now car- 
ried in the individual department’s business. 
There is about $80,000 for new calculators 
and adding machines, and the replacement of 
old ones. There is over $120,000 worth of 
computer tapes. Where the computer is appli- 
cable material is now stored on tapes rather 
than on work sheets and this is increasing. 
The cost of printing forms is up about $50,- 
000. I think that takes care of most of that. 
Concerning Rental of Office Equipment, the 
increase is mostly for computer facility. 


The Chairman: This equipment is usually 
rented rather than purchased from _ the 
manufacturer. 


Mr. Allen: That is right. We have both in 
our operations. 


The Chairman: Before asking whether the 
Item shall carry, may I suggest to the Com- 
mittee that in considering our program for 
the next sitting we look into the possibility of 
visiting the Dominion Bureau of Statistics to 
see the actual methods followed by them in 
gathering all this information. 


Mr. Duffett: You. are very welcome. 


The Chairmen: Perhaps the Clerk might 
make a note of this for future consideration. 
Shall Item No. 1 carry? 


Some hon. Members: Agreed. 
Item No. 1 agreed to. 


The Chairman: Shall I report the Estimates 
of the Department of Trade and Commerce, 
including the Dominion Bureau of Statistics? 


Some hon. Members: Agreed. 
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The Chairman: Gentlemen, before leaving 
this item, and this may have been dealt with 
last week, I suggest that we give some consid- 
eration to asking for an Order of Reference 
through the House to permit us to hold hear- 
ings on the implications of the tariff changes 
for Canadian industry and labour under the 
Kennedy Round. I do not know whether you 
want to consider having this included as a 
recommendation in our report to the House, 
or merely to deal with it informally when we 
plan our session for the fall. 


Mr. Lamberti: In that connection, Mr. 
Chairman, I think that as the Minister had to 
leave so many answers dangling in the air 
because they were based upon information 
which will come out only at the end of the 
month, this Committee should Keep a string 
on that type of information so that we can go 
back to it. If we do not get an appropriate 
reference we will be barred from considering 
ats 

The Chairman: In fairness to the Minister, 
when I raised this point at the hearing he 
said that he was very willing to have this 
type of consideration carried out. I gathered 
from his comments, and I believe Mr. Cantin 
can support me, that he would not be averse 
to our asking the House to give us an Order 
of Reference to deal with this specific issue 
because the details are not available at this 
time. 


Mr. McLean (Charlotte): Mr. Chairman, I 
do not think the tariffs are finalized yet. 


The Chairman: That is what I mean. That 
is why I say since this will not come up until 
July 1, and I think the Minister agreed with 
me in this, that it would be useful to have an 
Order of Reference of the House to hold hear- 
ings on this subject which is very important 
to the entire country. 


Mr. Cantin: I think you are right, Mr. 
Chairman. The Minister made this statement 
when he was here last week. 


The Chairman: Yes. Shall we make a 
recommendation in our report that we be 
given an Order of Reference to hold hearings 
on this subject? 


Some hon. Members: Agreed. 


The Chairman: I thank you, Mr. Duffett, 
and your colleagues for a most useful and 
informative discussion. You are now excused. 

I now ask the Minister of National Revenue 
and his officials to come forward and we can 
begin our consideration of the Estimates of 
the Department of National Revenue. 
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As a formality, I will call Item No. 1. 

1. General Administration, Operation 
and Maintenance including authority, 
notwithstanding the Financial Adminis- 
tration Act, to spend revenue received 


during the year from firms and _ in- 
dividuals requiring special services, 
$59,720,000. 


Our first witness is the Minister of National 
Revenue. I believe he has an introductory 
statement. Following the usual practice, after 
he makes his statement the meeting will be 
open for questions and discussion. Of course, 
he may call upon his officials if he so desires 
to deal with specific questions even though he 
is present. After we have dealt generally with 
this, we will stand Item 1 and proceed to the 
specific votes. 

Since the Department has two basic divi- 
sions I will ask the Minister whether he in- 
tends to deal with them both in one statement 
or to do'so in two stages. 
® (12:40 p.m.) . 

Hon. E. J. Benson (Minister of National 
Revenue): Mr. Chairman and gentlemen, as 
most of you realize the Department of Na- 
tional Revenue really consists of two depart- 
ments. They are called divisions of the De- 
partment. Each is headed by a deputy minis- 
ter. On one side we have the Customs and 
Excise Division and on the other the Taxation 
Division. They operate quite separately and 
have completely different functions. With the 
indulgence of the Committee, I propose to 
deal with the Customs and Excise Division 
first and make a statement in this regard. My 
Deputy Minister and several other officials 
from the Customs and Excise side of the 
Department are here and perhaps we could 
complete this particular matter and then 
move to the Taxation Division, which is the 
other side of the Department. 

The Chairman: I presume this will meet 
with the agreement of the Committee. Please 
proceed, Mr. Benson. 

Mr. Benson: I have a preliminary statement 
to make and then I would be pleased to 
answer questions on policy matters and refer 
other questions to my officials. If the ques- 
tioning is going to take place over a long 
period of time I request permission of the 
Committee, after Vote 1 is stood, to have my 
officials deal with the individual matters of 
which they have more knowledge then I. 
Then I would come back and answer any 
policy questions which have been stood on 
Vote 1. 

The Chairman: We have followed this prac- 
tice on other occasions. 
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Mr. Benson: I think the members of this 
Committee are familiar for the most part 
with the Customs and Excise program for the 
administration of which in 1967-68 funds in 
the amount of $59,720,000 are required as 
itemized in Vote 1. 


It might be useful, however, if I were to 
outline briefly the objectives of this program 
-and then touch on what the Department is 
planning and doing with the aim of achieving 
its objectives as efficiently and economically 
as possible. 

Customs and Excise has as its primary ob- 
jective the administration and enforcement of 
the Customs Act, Customs Tariff Act, Excise 
Tax Act and the Excise Act, involving the 
assessment, collection and control of duties 
and taxes on imported and domestically pro- 
duced goods, the control of international 
movement of goods and persons, and the pre- 
vention of smuggling, undervaluation of 
goods and other fraudulent or evasive prac- 
tices involving customs and excise revenue. 


Within this main objective are secondary 

objectives, namely: 

— to assist other departments and agencies 
of the federal government in the en- 
forcement of some forty statutes affec- 
ting the international movement of 
goods and persons; 


— to ensure to Canadian industry the pro- 
tection to which it is entitled under the 
Customs laws; 


— to develop more efficient and effective 
methods of collecting revenue; and 


— to reduce the cost and inconvenience to 
the taxpayer of compliance with the 
Customs and Excise laws. 


The work of Customs and Excise is carried 
out, in addition to headquarters activities, at 
over 500 ports of entry and field offices across 
the country, with an over-all establishment of 
8,760 man years, including 142 casuals. Also 
included are the appraisers and support staff 
stationed at posts abroad, in London, New 
York, Chicago, Brussels and Tokyo. 


While I think it can fairly be said that the 
record of Customs and Excise for keeping 
increases in operating costs down to minimal 
levels has been good, despite the pressures of 
rising salary and other costs and an ever- 
increasing workload, the Department has con- 
tinued to seek more efficient and economic 
ways of carrying out the tasks referred to 
above without reduction of necessary services 
to the importer, the taxpayer or the public in 
general. We have been consciously seeking 
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better methods of communicating with our 
clientele, of making available to the taxpayer 
reliable and timely information aimed at as- 
sisting him to comply with the law in as 
convenient a manner as possible. 

We have taken steps towards implementing 
in the Department the new principles and 
practices of financial and personnel manage- 
ment as proposed by the Glassco Commission 
and approved by government for implementa- 
tion. Departmental planning and preparation 
are well advanced with respect to collective 
bargaining and the processing of grievances. 
We are pursuing a carefully planned program 
of decentralizing decision-making to manage- 
ment levels at or closer to the places where 
the day-to-day business of clearing goods and 
collecting duties and taxes is actually being 
transacted. 


All of this is at bottom of the plan of 
reorganization of Customs and Excise as ap- 
proved by Treasury Board in May last year, 
and the requirements for which are in part 
reflected in the Estimates now before you. 
Briefly, the plan calls for decentralization of 
the Department’s operations within a regional 
organization comprising six regions, twenty- 
two customs districts, and thirty-five excise 
tax districts. The first, or pilot region, 
Southwestern Ontario, has been operating 
since last September. Additional regions will 
open this year, probably in early September, 
and in 1968 it is planned to complete the 
regionalization program. 

Despite some initially and unavoidably 
higher expenditures entailed in putting this 
decentralization plan into operation, the 
Department is confident that the long-term 
results, from the standpoint among others, 
of operational efficiency and service to the 
taxpayer, will more than justify the additional 
costs incurred in getting the program under 
way. 

Our financial and personnel requirements 
for 1967-68 indicate an estimated increase of 
$3.42 million or 6.1% over 1966-67. Of this 
increase $2.7 million or 80% represents in- 
creased salary costs. General salary revisions 
and pay adjustments resulting from the clas- 
sification revision program represent a large 
proportion of this increase, the remainder be- 
ing accounted for by the establishment of a 
number of new positions required as a result 
of the regional reorganization. 

In the area of expenditures for other than 
salaries, particularly as regards such items as 
training and management development, travel 
and removal expenses, there has been some 
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increase because of the Department’s efforts 
to implement government approved proposals 
of the Glassco Commission in the fields of 
financial and personnel management, and to 
organize and prepare for collective bargaining 
and the processing of grievances. 


Additional salary expenditures reflect also 
a somewhat improved situation as regards the 
appointment of Excise Tax Auditors and 
Dominion Customs Appraisers. That we are 
having some success in bringing these two 
groups closer to full strength is cause for 
some satisfaction, especially in the light of the 
steady increases and constant backlogs that 
have characterized the workloads in these 
two areas. 


In 1966-67 the total of manufacturers and 
wholesalers under sales tax licence was 53,- 
865. Increased licensing activity, one of the 
anticipated direct benefits of regionalization, 
is expected to result in an increase of be- 
tween a thousand and eleven hundred new 
licensees in 1967-68. 


Import and export entries and border traffic 
figures are fair indicators of the customs 
operational workload. In 1965-66 import en- 
tries totalled 6.8 million and in 1966-67, 6.6 
million. There were 1.9 million export entries 
in 1965-66 and 2 million in 1966-67. 


I have some figures here with regard to 
vehicles, foreign travellers and Canadian resi- 
dents, comparing 1965-66 with 1966-67, and 
the increase in thousands is as follows: 


1965/66 1966/67 Increase 
000’s 

U.S. and Canadian 

Vehicles Entering 

Canada Dol AD nes 25,200) eael, 096 
Foreign Travellers 

Entering Canada 34,201 35,588 1,387 
Canadian Residents 

Returning 33/817 | 384,944... 1,127. 


On the subject of operations and opera- 
tional improvements, the Committee may be 
interested to learn that the Department, with 
the aim of facilitating clearance of the ever- 
growing volume of highway passenger vehi- 
cles at border ports of entry, as of last March 
stopped issuing travellers’ vehicle permits to 
non-resident car owners. Also, at the Toronto 
and Montreal international airports we have 
introduced a new streamlined system for ex- 
amining and clearing air passengers’ baggage. 
Both of these measures will do much to expe- 
dite the entry of visitors to Canada and are of 
special significance during Centennial and 
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Expo year. With the latter measure we are. 
looking ahead to the travel of the super-jet 
airliner, where large numbers of passengers 
will be coming into the international airports 
at a single moment and we will have to have 
the fastest possible method of clearing them 
through customs. 


Members of the Committee may find of 
interest a word or two on the subject of 
opening and closing customs ports of entry. 
The Department finds itself subjected to sev- 
eral kinds of external pressure in this respect; 
pressure to close certain ports in the interest 
of economy,—and this has been referred to 
me by the Auditor General several times 
—pressure to open additional ports and 
pressure to extend the range of service being 
provided at certain ports. Needless to say, a 
decision to open or close a port of entry 
cannot rest solely on grounds of economy or 
on how much revenue a given port produces. 
Many seaboard or border ports, some of fair 
size, could be closed if the amount of revenue 
they produce in relation to their operating 
costs were the only criterion by which to 
judge their usefulness. But members are well 
aware that revenue production is only one 
part of the customs role and responsibility. 
The needs for service vary from community 
to community. I have already mentioned the 
part customs plays in the enforcement of a 
large number of other federal statutes. In the 
analysis the Minister must decide 
whether to recommend to the Governor in 
Council the opening or closing of a port of 
entry, and such a decision is made only after 
careful analysis of the pros and cons of any 
given situation. 


While certainly of significance in reaching 
such a decision, the simple question of opera- 
tional efficiency and economy is but one of 
the factors involved. Above all must be the 
assurance that there will be no reduction of 
essential service and no undue inconvenience 
to importers and exporters by the closing of a 
port of entry. Equally important, however, is 
the need for examining critically any request 
for the extension of customs service by the 
opening of a new port when such service can 
conveniently be provided to importers and 
others at nearby existing ports or offices. 


Since our main reason for existence is to 
collect customs and excise revenue, the 
Committee may be interested in a few reve- 
nue figures for consideration in the light of 
the Estimates figures that represent the cost 
of collecting such revenue. Customs and ex- 
cise revenue in 1966-67 of $3.069 billions, ex- 
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clusive of credit to the old age security fund 
—that is, exclusive of the old age security 

fund taxes—represented 37% of total budge- 
' tary revenue for that year of $8.366 billions. 
This customs and excise revenue was made 
up as follows: 


$000’s 
Customs duty $ 777,586 
Sales Tax 1,513,081 
Other excise taxes 315,581 
Excise duty 460,980 
Sundry collections 2,080 
Total $3,069,307 


Projected customs and excise revenue for 
1967-68 totals $3.3 billions, an increase of 7% 
over the year just ended. 


I hope this bit of background information 
may prove helpful in your consideration of 
these Estimates. My officials and I are at your 
disposal and will be glad to supply any details 
you require or attempt to answer any ques- 
tions you may wish to ask. 


The Chairman: Thank you, Mr. Benson. 
The first name on my list is Mr. Mackasey. 


Mr. Mackasey: Mr. Chairman, I have only 
one question, a rather insignificant one. I 
hope people realize that in view of the fact 
that it is ten minutes before one o’clock I do 
not want to get into a discussion of the gene- 
ral statement made by the Minister. 


He did mention, of course, the increased 
flow of traffic going through such interna- 
tional ports as Montreal. Having come back 
just yesterday from a trip to Europe, I ap- 
preciated—this is not new—the distribution 
of declaration forms within the airplanes. The 
form is concise, neat, and with one exception 
people like myself can follow it. I was won- 
dering whether one area could not be im- 
proved upon. In one place the form reads: If 
you have claimed under such and such a 
number during the last four months, or if you 
have claimed under another number during 
the last 12 months. 


Now, nobody in the airplane knows what 
the number means. I do not know, and I just 
filled it out. I do not know whether any of 
you gentlemen have that form with you. Did 
you bring a book of samples? No, you have 
nothing to sell I see. If the four months 
refers, for instance, to tobacco and _ spirits, 
then it would be so much better to say so 
rather than to put down a number, because 
many of the people coming into Canada are 
not Canadians. 
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Mr. Benson: Well, there are two exemp- 
tions. I have had as much trouble with that 
form as anyone else coming back into the 
country. We have been looking at the form 
for some time to try to find an easier way of 
doing it. There are two exemptions. One al- 
lows you $25 every four months which you 
can claim only after a four-month period has 
elapsed. It is non-cumulative so you cannot 
claim two in six months and none for the rest 
of the year. 


The other is the $75 exemption if you are 
outside the country for more than seven days. 


Mr. Mackasey: Is it $75 or $100? 


Mr. Benson: It is $75, but you can claim 
$100 coming back if you have not claimed $25 
in the last four months. 


Mr. Mackasey: Well, as I say, when there 
are 125 people on a plane, many of whom are 
coming into the country for the first time as 
well as many Canadians who are returning to 
Canada for the first time, it is impossible for 
them to figure this out. Consequently, too 
many people ignore the form until they get to 
the border point where the customs officer 
just has. to explain it, or they try to get.the 
information from the stewardess. 

As a suggestion in the meantime until you 
come up with another form, you might at 
least place at the disposal of the personnel of 
incoming flights an explanatory brochure or 
sheet, because until you explained it I did 
not understand. 


Mr. Benson: We have a booklet which ex- 
plains it quite fully, but I have found that it 
is never handed out on an aircraft. It would 
be useful if we attached these booklets to the 
forms. 


Mr. Mackasey: I know I am spending a lot 
of time on this but it is a very important 
point, especially since you have gone to such 
tremendous lengths to clear the flow of people 
coming in through the big ports of Montreal 
and Toronto. 


The Chairman: I think Mr. Mackasey’s 
suggestion is very constructive. We have all 
run into this and if the Taxation Division can 
attach detailed instructions to the income tax 
form the question immediately arises of why 
you can not do the same with the declaration 
form. 


Mr. Mackasey: Well, having analysed the 
form very carefully and knowing a little 
about printing, I realize there is a lot of 
information in a small form, particularly in 
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view of the fact that it must be, and should 
be, bilingual. Nevertheless, these two areas 
are extremely ambiguous and defeat the 
whole purpose, I think, of trying to prepare 
the form on the airplane. Consequently people 
give up, get panicky, they approach your 
officers with a degree of apprehension, or 
simply go up and say, ‘Well, fill it out for 
me”, which defeats the whole concept of the 
flow through the customs. There must be 
some answer to this. 


Mr. Benson: We can put an explanation of 
the two tariff items either on a separate sheet 
attached to the form or as I was thinking just 
a moment ago, why do we not print it on the 
back of the form? 


An hon. Member: It is on the back of the 
form. 


Mr. Benson: It is already on the back of the 
form, I am told. 


The Chairman: It is not very clear. 


Mr. Mackasey: Then please put a note at 
the bottom of the front of the form that if 
there are any questions regarding this an ex- 
planation is on the back, because most print- 
ing on the back is a very dull grey, if I recall 
business forms; it has to be. 


Mr. Benson: It is a very good point, and we 
will certainly look into it. 


The Chairman: Is it the wish of the Com- 
mittee to go on past one o’clock? Mr. Ballard? 


Mr. Ballard: Mr. Chairman, I have just one 
question, and it more or less follows from 
what Mr. Mackasey has said. I am sure that 
he was trying to facilitate the entry of visi- 
tors to Canada. I am wondering whether the 
Department has given any consideration to 
the elimination of customs examination and 
collection of customs duty for passenger ve- 
hicle traffic coming across the border, or 
returning to Canada from across the border. I 
have no idea how much duty is collected from 
tourists returning from abroad, or tourists 
coming into Canada, but I think if it is not 
too much it might be a good idea for the 
Department to give some consideration to 
cancelling the collection entirely. 


Mr. Benson: One of the difficulties we have 
is to enforce the customs law as it is written. 
Now, we do not bother very much with 
American cars coming into Canada; we do not 
even examine them as a matter of fact, unless 
the people coming in have cottages here and 
who might be bringing things in. But it is a 
very cursory examination of American cars 
coming into Canada. 
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We do have to look at Canadian cars com- 
ing into Canada, because one of the easiest 
ways to smuggle into Canada is from the 
United States. We do this on a test basis and 
we try to facilitate it just as much as we can. 
We used to have to stop all American foreign 
cars and hand them an E-50 which the Deputy 
Minister and I watched in operation a few 
times, and we got rid of that, so we do not 
stop the American cars at all for this any- 
more. When they go out we do not stop them 
for this reason either any more; we do not 
have to stop American cars. 


I think we would get very severe criticism 
if we did not carry out in the manner we do a 
search of cars coming into the country, which 
I think is fairly efficient in picking up large 
violaters of the Custom Tariff Act. 


Mr. Ballard: Is the prime object in stopping 
Canadian cars returning to Canada, even on a 
sample basis, the collection of duty or because 
of the possibility of finding contraband mate- 
rial? . 


Mr. Benson: Both tasks are assigned to us. 
My Department, as an administrative depart- 
ment, has the duty under the law to collect 
tariffs and it also has the duty to prevent 
smuggling. We just have to do it. 


Mr. Ballard: Can you tell me approximate- 
ly how much revenue is derived at border 
points from the examining and charging of 
customs duty to occupants of passenger ve- 
hicles? 
® (1:00 p.m.) 

Mr. Benson: I do not know whether we 
have that information for passenger vehicles. 
We can tell you how much is collected at 
border points but, of course, a lot of this is 


commercial as well, because we stop commer- 
cial vehicles coming across. 


Mr. Ballard: I was wondering if there is a 
possibility of differentiating between commer- 
cial vehicles and passenger vehicles. 


Mr. Benson: This would be fine if the com- 
mercial vehicles did not start carrying the 
stuff being brought in in cars. 


The Chairman: Also how do you draw a 
distinction between people walking across 
and going across in a bus? Also I think the 
present law prohibits the import of used cars 
from abroad. 


Mr. Benson: We have a system with the 
provinces. 


The Chairman: Yes. 


June 20, 1967 


Mr. Benson: That is why we were able to 
get rid of the E50. All of the provinces now 
require that when you register a foreign vehi- 
cle not licenced in that province in the previ- 
ous year you have to show proof of where 
you bought it. They immediately inform our 
officers and we, of course, check to see wheth- 
er the duty has been paid on it. 


Mr. Labarge: We should remember the rea- 
son for this tariff is to protect people who are 
in business in Canada. Most of the population 
is stretched across Canada in a fairly narrow 
belt and the merchants in the neighbouring 
communities have always complained about 
any kind of exemption, let alone a total ex- 
emption. So I think this is a major issue for 
Canadians who are in business, particularly 
retail business. 


The Chairman: Gentlemen, do you wish to 
proceed beyond one o’clock or recess until 
next Thursday? I might mention before we 
adjourn that the Minister will have his staff 
duplicate copies of his statement for us. 
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Mr. Mackasey: Perhaps, Mr. Chairman, we 
could finish dealing with the Customs and 
Excise Item before we go. 


The Chairman: Other members who have 
left might expect Mr. Benson to be available 
for discussions of the Customs and Excise 
Item next Thursday. 


Mr. Benson: If you wish, if there are no 
more questions from the people here, we 
could leave the Customs and Excise Item 
open and proceed next Thursday with Tax- 
ation. We could then come back to Customs 
and Excise if there are further questions. 


The Chairman: We could do that. 
Mr. Benson: There is only one item left. 


The Chairman: I wish to pursue this matter 
of customs ports a bit myself but I do not 
want to detain the Committee. I suggest that 
in the interim you could make copies of your 
statement available for us. 

We are now adjourned until next Thursday 
at 11 o’clock. 
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Comtois, Latulippe, Tremblay (Matapedia- 
Flemming, Lind, Matane), 
Fulton, Macdonald (Rosedale), Valade, 
Gilbert, Mackasey, Wahn— (24). 
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Ordered,—That the name of Mr. Johnston be substituted for that of Mr. 
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MINUTES OF PROCEEDINGS | 


THURSDAY, June 22, 1967. 
(6) 


The Standing Committee on Finance, Trade and Economic Affairs met at 
11:10 a.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Cameron (Nanaimo-Cowichan-The Islands), 
Cantin, Clermont, Flemming, Gilbert, Gray, Laflamme, Lambert, Latulippe, 
Lind, McLean (Charlotte), Monteith, Noél—(13). 


In attendance: The Hon. E. J. Benson, Minister of National Revenue. 


From the Department of National, Revenue, Customs and Excise Division: 
Messrs. R. C. Labarge, Deputy Minister; J. G. Howell, Assistant Deputy Min- 
ister (Operations); G. L. Bennett, Assistant Deputy Minister (Excise); A. 
Cumming, Chief, Financial Planning and Development; A. R. Hind, Assistant 
Deputy Minister (Customs); J. W. Langford, Director, Financial and Man- 
power Services; J. P. Connell, Director, Personnel Administration; S. L. Allen, 
Director, Financial Administration. Taxation Division: D. H. Sheppard, Deputy 
Minister; D. J. Costello, Comptroller; J. F. Harmer, Assistant Director, Assess- 
ments Branch; R. S. Gunn, Supervisor, Financial Services Section; M. S. Sprott, 
Assistant Director, Planning and Development; W. I. Linton, Administrator, 
Estate Tax; J. R. Morrissey, Supervisor, Programmes and Procedures; J. A. 
McKerchar, Assistant Administrator, Canada Pension Plan. 


The Committee resumed consideration of Item I of the Main Estimates, 
1967-68, of the Department of National Revenue. 


The Minister tabled a paper entitled Comparative Statement of Customs 
and Excise Revenue and, on motion of Mr. Laflamme, seconded by Mr. Cler- 
mont, the statement was ordered to be printed as an Appendix to this day’s 
Minutes of Proceedings and Evidence. (See Appendix A.) 


Questioning of the Minister was resumed. He was assisted in answering 
questions by Messrs. Labarge, Howell and Bennett. 


Item 1 was carried. 


The Chairman thanked the officials of the Customs and Excise Division, 
who then withdrew. 


Officials of the Taxation Division were called, and the Chairman called 
Item 5: 

Taxation—General Administration and District Offices including re- 

coverable expenditures on behalf of the Canada Pension Plan $57,833,900. 


The Minister made a statement concerning the operations of this Division 
of his Department and also tabled organization charts and a table entitled 
Revenues, Cost of Collection, Staff Employed and Returns Filed, Fiscal Years 


1947-1967. 
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On motion of Mr. Lambert, seconded by Mr. Lind, it was 
Ordered,—That the charts tabled by the Minister be included as an Ap- 
pendix to this day’s Minutes of Proceedings and Evidence. (See Appendix B).: 


The Minister was questioned. He was assisted in answering by Messrs. 
Sheppard and Costello. 


The questioning continuing, at 1:05 p.m., the Committee adjourned until 
Tuesday, June 27, 1967, at 11:00 a.m. 


Dorothy F. Ballantine, 
Clerk of the Committee. 


EVIDENCE 


Recorded by Electronic Apparatus 


Thursday, June 22, 1967. 


The Chairman: Would the meeting please 
come to order. We will resume our considera- 
tion of the Main Estimates of the Department 


of National Revenue. When we recessed on 


Tuesday we had just finished hearing a state- 
ment from the Minister on the Customs and 
Excise wing of his department. The Minister 
referred to a table entitled Comparative 
Statement of Customs and Excise Revenue 
and I will ask the clerk to distribute copies of 
it. I think there is some interest in having 
this table printed as an appendix to our Mi- 
nutes of Proceedings. Can I have a formal 
motion to incorporate this table? 


Mr. Laflamme: I so move. 


Mr. Clermont: I second the motion. 
Motion agreed to. 


The Chairman: We have heard from the 
Minister. A copy of his statement has been 
distributed. We are now open for discussions 
with the Minister and questions with respect 
to this wing, if I may put it that way, of his 
Department. Mr. Clermont? 


(Translation) 
@® (11.10 a.m.) 


Mr. Clermont: Mr. Chairman, in his state- 
ment last Tuesday, the Minister mentioned 
that his Customs and Excise staff numbered 
8,760 persons. Of this number 142 are em- 
ployed in casual positions. What is the dura- 
tion of the period of employment of this tem- 
porary staff? 


(English) 


Hon. E. J. Benson (Minister, Department of 
National Revenue): The period of employ- 
ment of the casuals varies. Of course the 
larger number of them would be— 


Mr. Clermont: I meant the average, Mr. 
Minister. 


Mr. Benson: I would guess the average 
would be about six months, the largest num- 
ber in the summer season mainly. 


Mr. Clermont: Among your 8,760 employees 
you have what you call appraiser and support 
statisticians at posts abroad in London, New 
York, Chicago, Brussels and Tokyo. How 
many of these appraisers and support staff 
are in foreign countries? 


Mr. Benson: A very small number, I am 
told—eleven persons. 


(Translation) 


Mr. Clermont: I notice, Mr. Minister, on 
page 372 of Proceedings No. 1 of the Standing 
Committee on Finance, Trade and Economic 
Affairs, under the heading of “General Ad- 
ministration”, that the staff has increased by 
68 persons for a sum of $1,440,000, in com- 
parison with the other service—‘‘Customs and 
Excise’”—where we notice an increase of 277 
persons for a sum of $1,643,000. You have an 
increase of $1,440,000 for an addition of 68 
staff members, yet in another service, the 
amount required is only $1,643,000 for an in- 
crease of 277 persons. In short, you have a 
difference of only $200,000 in cash—and that 
for over 200 persons. 


Mr. R.-C. Labarge (Assistant Deputy 
Minister, Department of National Revenue): 
Would you please repeat the names of the 
two services which you are comparing, Mr. 
Clermont? 


Mr. Clermont: Under Vote 1, “Administra- 
tion’. In Administration the personnel in- 
creased by 68 persons and the total increase 
in salaries was $1,440,000; and under the 
heading “(Customs and Excice” the personnel 
increased by 277 persons for a total sum of 
$1,643,000. 


Mr. Labarge: Those are two services which, 
basically, require more professional skills in 
the one case than in the other. For instance, 
in Administration you have the employees 
you meet when you visit the ports and differ- 
ent offices. Then you have appraisers in the 
service which we call Customs, and these are 
essentially people from Head Office. They are 
all university graduates with professional 
ability. And our staff in the various ports are 
also people with the highest qualifications on 
account of their ability. 
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Mr. Clermont: Mr. Minister, on page 372 of 
Proceedings No. 1, I see that for 1967-1968 the 
estimates under the heading of Travelling and 
Removal Expenses are $624,000 as compared 
to $300,000 for 1966-1967. 


Mr. Labarge: Which makes a difference of 
$492,000, doesn’t it? 


Mr. Clermont: No. On page 372 the differ- 
ence is $324,000 for travelling and removal 
expenses. Will the increase of $324 thousand 
go mainly to travelling and removal ex- 
penses? 


Mr. Labarge: Yes. Last year we created our 
first region in which we are going to decen- 
tralize the authority and responsibility of the 
Department. This required, firstly, the setting 
up of these offices and a change of personnel, 
especially in the higher grades; we have had 
to send senior officers, accompanied by their 
families, to fill these posts, etc. 

Then we introduced a program of instruc- 
tion and training for the people who today 
have to shoulder the financial and budgetary 
responsibilities in small ports and district 
ports and, finally, in the region. These people 
have to take courses lasting sometimes three 
weeks or a month, and that involves a great 
deal of travelling. 


Mr. Clermont: About this decentralization 
of the administration of your Department, 
Mr. Minister, I believe that the first experi- 
ment has been carried out in southwestern 
Ontario and that it is your intention to con- 
tinue this process in 1967-1968? Have the ex- 
periments in this pilot-region been successful? 


(English) 


Mr. Benson: We believe, the pilot program 
has been very successful in that people in the 
particular region, London, southwestern 
Ontario, where we started, have found, I be- 
lieve, that it is much more convenient to get 
decisions there rather than having to send to 
Ottawa for them. We believe that to date, 
certainly in the field of relationship with the 
taxpayer and the importers, it has been quite 
successful and it is our intention to proceed 
this year with one more opening in Van- 
couver. In the coming year we will open two, 
at Vancouver and Toronto and then in 1968- 
69 we hope to open the other three which will 
be Regina, Quebec City and Halifax. 


(Translation) 


Mr. Clermont: Is it your intention to have 
such a region in Montreal where it already 
exists? 
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(English) 


Mr. Benson: No there is not a regional 
office in Montreal and it is not our intention 
to have one. Montreal is not badly served by 
Ottawa, and it is reasonably close; also it will 
be serviced from Quebec cities. We do not 
want to have too many regional offices be- 
cause when you are giving final decisions 
with regard to appraisals, excise tax matters 
and rulings for across the country you want 
to have consistency; it requires very senior 
personnel and we do not want to run our 
expenses too high. We think that the six re- 
gions will adequately serve people on a re- 
gional basis. Of course all the customs ports 
and excise offices continue as they are now, in 
addition. 

I should correct what I said and say that 
ultimately there will be a regional office in 
Montreal and a district office in Quebec. 


Mr. Clermoni: On page 4, your report, I 
note, under sales tax licence, for manufactur- 
ers and wholesalers a figure of 53,865. 


(Translation) 


Would it be possible, Mr. Minister, 
for your officials to simplify these appli- 
cation forms in the case of small indus- 
try? Last year, I happened to have such a 
case, and I am most grateful to your officials 
for the excellent manner in which they set- 
tled the question. I believe that the person 
who had made the application for a licence 
had been unable to make head or tail of this 
paperwork. Someone who operates a small 
firm lacks the time or maybe the experience 


to examine such documents in detail. And 


this resulted in your service claiming tax ar- 
rears for a 2 or 3-year period. All this could, I 
believe, have been rectified with some addi- 
tional information from your staff. 

e (11.20 a.m.) 

(English) 

Mr. Benson: I really think some of the 
difficulties have been caused through the 
regulations and the difficulty on the spot. One 
of the reasons for creating our regional offices 
is in order to facilitate this. I think that you 
will note also in my statement that I said that 
we anticipate that the number of sales tax 
licences will increase. The licenced manufac- 


turers will increase because of the regional 
offices. 


(Translation) 


Mr. Clermont: My final question, Mr. 
Chairman, concerns the closing of customs 
offices. I believe that in his report, the 
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Auditor General, Mr. Henderson, had suggest- 
ed, amongst other things, the closing of the 
customs office in the city of Hull. I know that 
you have received much opposition to this 
suggestion and I hope that in your decision 
you are going to put into practice what you 
say on page 6— 


(English) 


—that economic reasons will not be the 
only criterion for closing down or opening an 
office. 


Mr. Benson: This is quite correct. The 
Auditor General is quite justified in his re- 
port in saying that maybe some of these ports 
should closed. However we have adopted the 
policy in the Customs and Excise Division of 
the Department of National Revenue that we 
will not close ports if, as a result doing so, 
service to the people involved will deterio- 
rate. I should point out as well that the clos- 
ing of a port does not necessarily mean that 
an office disappears. With a port rating you 
have a collector. In some instances we have 
changed from a port to an outport or down to 
a one-man Office, a port office sort of thing 
where we do not have to have a collector 
because, you know, it sets up a different sal- 
ary scale. In every instance we make sure 
that the public gets as good a service as they 
had previously. 


(Translation) 


Mr. Clermont: I hope, Mr. Minister, that 
the question of economy will not be the only 
criterion to guide you in expanding or closing 
a customs office. You know that on the road 
between Montreal and Ottawa we have only 
two offices to serve western Quebec—one at 
Lachute and the other in Hull. If you were to 
close the Hull office and send us to Alta 
Vista—I believe there is an office there—you 
would meet with many objections. 


(English) 


Mr. Benson: I think, I made the point in 
my statement that we consider service to the 
public of equal importance with economy. We 
must operate as a Department, as economical- 
ly as we can and I think Customs and Excise 
have had a good record in this regard. How- 
ever at the same time we must provide 
service to the public and convenience to the 
public in dealing with our department be- 
cause after all we are performing a rather 
unpopular task of collecting taxes from peo- 
ple and we should not make it any harder for 
them to pay their taxes than we absolutely 
have to. 
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Mr. Clermont: Thank you. 


The Chairman: With reference to Mr. 
Clermont’s remarks and questions about the 
recommendations of the Auditor General with 
respect to certain customs ports, I might draw 
to the attention of the Committee that some 
weeks ago I put a question on the Order 
Paper, No. 2,726, which read: What is (a) the 
total revenue (b) the cost of operation, for the 
period April 1, 1965 to March 31, 1966, for all 
the customs ports listed in the Auditor 
General’s report? In no case was the cost of 
customs port operation more than the customs 
revenue. In fact, in some cases there is a 
startling difference between the customs reve- 
nue and the cost of the customs port opera- 
tion. Take Hull for example; looking at cus- 
toms revenue alone, the revenue is $106,000, 
the excise duty revenue $161,000 and the cost 
of customs port operation was only $50,200. 
And if you take as another example Walk- 
erville, Ontario, which is within my own com- 
munity, and with respect to which I myself 
have received representation similar to Mr. 
Clermont’s, you find customs revenue of $3,- 
275,800, an excise duty revenue of $15,810,000 
and the cost of customs port operation of only 
$114,600. 


Mr. Benson: Might I just add that—and 
Walkerville of course is a very special situa- 
tion—in some places you can collect a lot of 
money with a relatively few people. Some- 
thing we have done is change the establish- 
ment in some of the ports. We have different 
grades of ports across the country, depending 
on the number of people involved. So you still 
have a port; you save money by changing 
your establishment so that you do not have 
to have a collector of a certain level in a 
particular port where the collection of the 
revenue is reasonably easy, and we can 
economize this way and still maintain the 
ports. 


The Chairman: This will not be done ina 
way that will mean that service will not be 
available to the citizen when he wants it. He 
does not have to wait four or five hours for 
somebody to travel from a port some distance 
away? 


Mr. Benson: No, we have no intention of 
doing this. We have to provide service, es- 
pecially to people who pay a lot of customs 
and excise revenue; we have to provide them 
with the best service we possibly can. 
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The Chairman: I was intrigued, Mr. Min- 
ister, on looking at the answer your depart- 
ment provided on this question, to note that 
even the smallest ports listed had a revenue 
in excess of the cost. I might say that I was 
intrigued with the Auditor General’s com- 
ment or recommendation because I found it 
rather odd to find advice being given in a 
way that only brought forward the expense 
and not the revenue and I was wondering, as 
a chartered accountant and a former profes- 
sor of business administration, what you have 
to say about an auditor who advises clients 
only with respect to cost and not with respect 
to revenue and service provided for the cost? 


Mr. Benson: I do not believe that this 
Committee is the place for me to express any 
opinions I may have in this regard. 


The Chairman: I will rule myself out of 
order on that one. 


Mr. Benson: However I should say that if 
one compares total revenue collected—and of 
course across the country the revenue collect- 
ed in the ports has to exceed the expenses on 
administration by millions of dollars and per- 
haps hundreds of millions of dollars—takes a 
ratio and uses it across the country, one could 
say, “The Toronto port should be kept open 
forever,” and I am just picking this out of the 
air, “and Halifax should be closed.” But you 
could not close a port in Halifax because you 
could not provide people with service and 
that is why I stress the importance of provid- 
ing service to the public. 


Mr. Laflamme: I have a supplementary 
question on the first question asked by Mr. 
Clermont regarding the casual employees. 
Has your department any policy regarding 
recruiting students during the summertime? 


e (11:30 a.m.) 


Mr. Benson: This is done by the Civil 
Service Commission. We in the department 
hire no casual employees directly. I am told 
that there are 142 students on duty in the 
force during this particular summer. They are 
all picked out by the Civil Service Commis- 
sion. The Department lets the Commission 
select the people to work in this particular 
force, and this has been a matter of policy for 
some years. I believe they have some guide- 
lines with regard to areas and so on, but it is 
entirely up to them how they select people. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Are these people mostly employed 
on customs clearance for boats coming in? 
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Mr. Benson: No, not boats; I would think 
that the majority of them are at the bridges 
and ports with United States officials check- 
ing automobiles. 


Mr. Laflamme: Is the number 142 higher 
than last year? 


Mr. Benson: It is 34 higher than last year. 


Mr. Labarge: These are included in the 
casuals and there are 34 extra students this 
year. 


Mr. Laflamme: 
from universities? 


Do these students come 


Mr. Labarge: Yes, most of them come from 
the universities. They are rather striking and 
impressive because they wear blazers rather 
than the formal uniform. Usually they have 
more charm than some of the others. 


Mr. Laflamme: How long are they em- 
ployed in the summer? 


Mr. Labarge: Three to four months. It is 
usually determined by when they get out of 
school and when they have to return. 


Mr. Laflamme: And what is the salary? 
Mr. Labarge: It is $285.00 per month. 
Mr. Laflamme: Thank you. 


Mr. Lambert: I understand when that rath- 
er notorious move to red-circle was made that 
this caused some problems within the De- 
partment and that you were involved in this. 
What steps have been taken? Is it still a 
problem, or have you pretty well resolved it? 


Mr. Benson: The problem is pretty well 
resolved. There are some people still left as 
red-circled employees. It became a matter of 
reclassification and then our readjustment of 
staff into particular jobs. What the Civil 
Service Commission were doing, and quite 
rightly, was classifying jobs as such. Some 
people found themselves in jobs for which 
they may have had qualifications far in 
excess but nevertheless the job was red-cir- 
cled. Therefore, in all Departments—and this 
just did not apply to Customs and Excise, 
although we had a particular problem in that 
Department—these people have _ generally 
been adjusted to jobs where their qualifica- 
tions can be used. There are a few who are 
still red-circled and in order to alleviate this 
to some degree the Treasury Board approved 
in the fall a salary increase for the people 
who were red-circled in consultation with the 
employee organizations such as the Public 
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Service Alliance, the Professional Institute 
and so on. Therefore, even though these peo- 
ple have not been able to move from one job 
to another, they did get a salary increase. 


Mr. Lambert: I have become aware of a 
situation where a very small category of your 
people, including some _ officers of your 
Department, have become red-circled to a sal- 
ary lower than that which they had left to 
come to the Department. Of course this is 
quite inequitable. 


Mr. Benson: Oh yes, it is very difficult, but 
it was a matter of job evaluation which was 
carried out, I think, as efficiently as the Civil 
Service Commission could carry it out. They 
did not evaluate the individual; in every case 
it was the job they were evaluating, and then 
it becomes the duty of the Department to 
move the people into the jobs where their 
qualifications fit them. Of course, the clas- 
sification of jobs was subject to appeal, and in 
some cases they were appealed—and success- 
fully, because a classification system is never 
perfect even though a good deal of time is 
spent on it. I think the problem is generally 
cleared up. Certainly I, as Minister, have not 
had any complaints from the people in my 
Department in the last several months in this 
regard. 


Mr. Lamberti: I have another question in 
another area. 


The Chairman: Is it with respect to Cus- 
toms and Excise? 


Mr. Lambert: Yes. There has been some 
difficulty in the past with the development of 
the airports and the schedules which would 
carry you beyond midnight. There was the 
old business of Customs officials only being on 
duty for certain hours, even though their 
Immigration officials were on duty, and 
recipients of air freight, particularly air 
freight, were having difficulty; they were 
having to pay special fees and that sort of 
thing. What is the general policy in regard to 
this now? 


Mr. Benson: I think I should refer this to 
either Mr. Howell or Mr. Labarge. 


Mr. J. G. Howell (Assistant Deputy Min- 
ister (Operations) Department of National 
Revenue): Mr. Chairman, Special Services are 
laid down by Order in Council under the 
Customs Act and service given to importers 
after certain hours is chargeable at a rate set 
by regulations. If commercial transactions are 
to be conducted after the hours prescribed in 
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the regulations, then the special service 
charge is applicable either at an airport or at 
the border. I think you are referring to cer- 
tain perishables. 


Mr. Lambert: Yes, cut flowers and things of 
that nature. 


Mr. Howell: This was satisfactorily ar- 
ranged at the airports; arrangements were 
made to have these things picked up immedi- 
ately after arrival, and the regulations were 
amended to provide for this type of perisha- 
ble to be admitted without special service 
charge. 


Mr. Lambert: There is no special service 
charge? 


Mr. Howell: No. 


Mr. Lambert: The same thing would apply 
in the clearing of cats and dogs contained in 
cages, accompanying passengers. 


Mr. Howell: Yes. This is under the same 
category. 


Mr. Lambert: This was always a problem 
because there were no facilities and the chief 
loser was the animal. 


Mr. Labarge: There are many stories about 
that and there can be sympathy for both sides 
in the issue. Our officers are simply required 
to see that there is a sort of immunization 
certificate or evidence that the animal did not 
go through a contaminated zone. In the ab- 
sence of this, the Department of Agriculture 
has to enter to make sure that we are not 
bringing in hydrophobia or some other such 
thing. I have known occasions where our 
officers have inconvenienced themselves; per- 
haps the agricultural representative has had 
to appear at three or four in the morning 
when an unchartered flight came in. It seems 
to me there are some situations which are so 
unreasonable that one should not have too 
much understanding and patience for them. 
However, on the whole the people are fore- 
warned when they go out concerning animals 
and we do give every possible service to clear 
them. 


Mr. Lambert: It seemed to me that at one 
time the difficulty was that the Customs 
officials were there only to handle the bag- 
gage of an incoming flight that had been 
delayed from overseas or something like that. 
However, if they were bringing in animals, 
let us say, from the United States or those 
areas where clearance is sufficiently easy, 
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while the Customs official was quite prepared 
to handle the baggage, regulations prohibited 
him from handling the animal. 


Mr. Labarge: That situation did exist, but it 
now has been corrected and the officers have 
much more authority in this regard. 


Mr. Lambert: Thank you. 


(Translation) 


Mr. Latulippe: A short while ago, the 
Minister referred to the classification of em- 
ployees as an economic measure. I believe that 
there is much discrimination on this subject. 
In my constituency there are some customs 
offices—seven or eight, I believe. And in all 
these customs offices I have had a very diffi- 
cult time over the classification of employees. 
I have done all I could with the Department, 
but it seems that the matter is still not set- 
tled. There are employees with almost the 
same number of years of service, doing al- 
most identical work, and owing to their clas- 
sification, they earn much less money. So 
there is something the matter. I should like 
some enlightenment on this subject for I am 
not very familiar with this matter. 


(English) 


Mr. Benson: First of all, the classification of 
jobs was done by the Civil Service Com- 
mission. It was not done as a matter of econo- 
my; it was to adjust the Civil Service to a 
basis whereby collective bargaining could be 
carried out. Therefore we reduced the num- 
ber of classes who would be engaged in col- 
lective bargaining in the Public Service from 
just hundreds and perhaps thousands down to 
a relatively small number—I think it worked 
out to about 70 groups with a lot of subclas- 
sifications within a group—in order to carry 
out collective bargaining. 


In doing this, they had to carry out job 
evaluations, which they did; these were re- 
placed within the Department and people 
were placed in them, depending on the job 
they were holding. The next step was that 
anyone could appeal their classification. There 
was a formal appeals procedure set up by the 
Public Service Commission, then the Civil 
Service Commission—and the appeals have 
and are being heard. Within the Department 
we also took steps where people were over- 
qualified for a particular job classification and 
we moved them to new jobs. I should point 
out that the most difficult place to do this is 
in small ports where you have only a very 
few employees, jobs are classified at certain 
levels and someone is in a job that is so- 
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called red-circled because the position calls . 
for a person of lesser ability than the person 
who is holding it; unless the person is willing 
to move from that port to another one, it is 
difficult to get them out of red-circling. When 
we got down to the situation where we had 
moved a great many and found there were 
some who did not want to move, then we met 
with the staff associations and we gave them 
a salary increase in any case, even though the 
position remained a position calling for lesser 
qualifications than the particular person hold- 
ing it, and therefore, a lesser salary. 


® (11.40 a.m.) 
(Translation) 


Mr. Latulippe: Employees in different ports 
in our area last year complained and still do 
complain, claiming that their rights have been 
encroached upon because they have not been 
classified as they should have been. They do 
the same work for the same number of hours, 
they are equally competent, and they claim 
that they should be entitled to the same sal- 
ary as those in the class above them. That is 
why I asked this question. 


(English) 


Mr. Benson: Mr. Latulippe, if you would 
pass any particular instances on to me, I 
would be pleased to look at them. 


Once again I would like to stress that it is 
not the person whose salary is so-called red- 
circled; the reason that persons are red-cir- 
cled is that jobs are classified at certain lev- 
els. Suppose someone was doing a job and 
they were getting $4,500 for it and the Civil 
Service Commission in classifying the job, not 
the person, said the job only called for 
$4,200—in that case we would not ask that 
person to take a salary reduction back to 
$4,200. He is protected at $4,500 and in addi- 
tion to this he got a small increase. If we can 
move him and he is good enough to be moved 
to some other job, we will move him. 


I might just mention one other thing on 
this particular point. We believe that re- 
gionalization will provide many more oppor- 
tunities for promotions and development of 
staff in the various areas across the country. 


Mr. Clermont: Mr. Chairman, I note in the 
Comparative Statement of Customs & Excise 
Revenue which was distributed to us by the 
Clerk that for April 1, 1966 to March 31, 1967, 
Customs Import Duties less Refunds and 
Drawbacks of over $73 million, which repre- 
sents nearly 9 per cent of the total duty. 
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Mr. Benson: Yes. I will allow my Deputy 
Minister to correct me if I am wrong on this, 
but what happens is that people bring goods 
into the country, and they may bring them in 
to do some manufacturing on the goods and 
then send them out of the country again, in 
which case they are entitled to a drawback of 
99 per cent of the duty they paid when they 
bring the goods into the country. A good deal 
of this goes on in Canada. 


Mr. Clermont: This is my last question, Mr. 
Chairman. I note the revenue for 1966-67 was 
over $700 million. Do you expect that this 
revenue will decrease in 1968 due to the 
agreement reached at the Kennedy Round? 


Mr. Benson: The Kennedy Round will not 
take effect until January 1, 1968, and I am 
not here to forecast what the results of the 
Kennedy Round may be. However, if there is 
an over-all reduction, it would not have a 
great effect on the fiscal year 1967-68. 


Mr. Lambert: My next question has been 
asked. Throughout the various divisions of 
Customs and Excise there is considerable in- 
crease in the travel and removal expenses. 


Mr. Benson: That question was answered 
fifteen or twenty minutes ago. 


Mr. Lambert: That is fine. 


The Chairman: Perhaps I might deal with 
one or two points here. Some weeks ago I was 
in communication with your office with re- 
gard to a point raised by architects in my 
area that there is need for improvement in 
the administration of the system of rebates of 
sales tax on building materials with respect to 
schools, public buildings and so on and you 
indicated that these points were under re- 
view. I refer specifically to the fact that local 
offices seem to be raising technicalities that 
they had not before and the rebate system did 
not take into account the adjustment in sales 
tax revenue. Would you care to comment on 
the steps that are being taken to solve these 
difficulties? 


Mr. Benson: I think I will call on Mr. 
Gordon Bennett, the Assistant Deputy Min- 
ister (Excise), to answer that question. It has 
been a problem and we have been trying to 
resolve it. 


Mr. Gordon Bennett (Assistant Deputy 
Minister, Excise): Mr. Chairman, as a result of 
the last Budget there will have to be a review 
made of the formula by which rebates are 
given. In the case of the construction indus- 
try, this is necessary in order to review our 
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previous formula where we were on a 
straight 12 per cent basis and then latterly on 
a 6 per cent basis, and because there has been 
a change again this review is going on. All I 
can say at this time, Mr. Chairman, is that 
this review is in motion. If there are any 
particular problems we would be glad to hear 
about them and we will try to solve them. 


The Chairman: I will not take much of the 
time of the Committee but I brought to the 
attention of the Minister’s office certain spe- 
cific complaints raised by architects in the 
Windsor area which I think are being taken 
into account in the review. I might comment, 
however, that I would have thought that it 
would have been possible to adjust the for- 
mula simultaneously with the announcement 
of the tax changes to avoid delay and incon- 
venience to contractors, builders and so on. 


Mr. Bennett: Because it is a very com- 
plicated formula, Mr. Chairman, it takes even 
chartered accountants some time to review, 
go through them and make adequate adjust- 
ments in order to ensure that the revenue is 
adequately protected in the formula. 


Mr. Benson: I should also mention that the 
adjustment in the sales tax brought in a 
two-rate systems, and where you have build- 
ing materials at 11 per cent and other items 
at 12 per cent, it makes it even more difficult 
to adjust the formula. 


The Chairman: Yes. I, on behalf of people 
in my area, contacted the Department many 
times—as did other members—when this re- 
bate formula was first worked out in an at- 
tempt to assist all concerned to adjust it, so I 
know something of the problem. In any event, 
you definitely are working on it and attempt- 
ing to bring this to a conclusion as soon as 
possible. 


As a result of the changes under the auto 
pact, I gather you would have to establish 
certain changes in your system of record 
keeping, clearances and so on, and you have 
found that this is working reasonably smooth- 


ly. 


Mr. Benson: Yes, it is working reasonably 
smoothly. I have had some letters from auto 
manufacturers in this regard. As a matter of 
fact, I signed a letter to one of them just last 
week pointing out the things we had done. 
The Auditor General asked us, in his Report, 
to keep more complete records in this regard, 
which we have endeavoured to do and yet to 
try to minimize the amount of work that is 
involved to the importer or exporter. 
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The Chairman: At the same time I think 
the public is interested in knowing if you are, 
in fact, maintaining a system to attempt to 
ensure that the commitments under the auto 
pact by the industry are being kept so you 
are in a position to know what is going on. 


Mr. Benson: That is right. 


The Chairman: I have one final point. 
Questions were asked about the reorganiza- 
tion and decentralization of the Department 
and my question perhaps would relate to eve- 
ry department, subject to this change. While 
this may help to deal with problems expedi- 
tiously, do you foresee any trend toward less- 
ening of actual control on the part of people 
like yourself who are responsible to Parlia- 
ment and to the public for the operations of 
the Department? In other words, it is all very 
well to decentralize but I certainly would not 
like to see a trend whereby someone like 
yourself, with respect to your Department or 
any department, becomes more of a spokes- 
man and less of an administrator and direc- 
tor. 


Mr. Benson: No. I think decentralization 
will give more control because, with six re- 
gional offices, it will mean that decisions 
made on particular matters will get very 
quickly to all of the regions in Canada and 
be carried out. It is our belief that the control 
will actually be better. 


The Chairman: I am referring particularly 
to the control of the minister who is account- 
able to Parliament and to the public. 


Mr. Labarge: Since it is an essential part of 
my job that the minister be accurately and 
fully informed, this has been a major concern 
too with me and my officials. The essence of 
decentralization is, in fact, control. We have 
completely reorganized our management so 
that it operates as a management team, ac- 
countable at regular meetings as the processes 
go on. We have measurements, as far as you 
can make measurements, on productivity. 
Already, we have reports back from our re- 
gional office in London showing the elimina- 
tion of a telephone. Why? Because the cost of 
that telephone is the responsibility, first, of 
the man who is in charge of that office. We 
have had space being turned over which has 
not been occupied. The sense of economy is 
there and the man knows that he has to 
perform and all his officers must be produc- 
tive. These reports will be submitted to me 
quarterly, as they have been already from 
London, and the Minister is informed at any 
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time he wants to know about it. If anything is - 
out of line, the Minister has it brought to his 

attention. We cannot keep troubling the 
Minister and ask him to read the quarterly 
reports of six regions covering some 500 ports 
but I do think that from the management 
office, the management team, the deputy min- 
ister and the minister we certainly will have 
a much better and clearer picture all the time 
as to what is going on in our offices. 


The Chairman: Thank you, Mr. Labarge. 


Mr. Monteith: I have a general question, 
Mr. Chairman. I do not Know whether or not 
this subject has been discussed but I had rea- 
son to cross the Ambassador Bridge last April 
when returning to Canada. I think the Chair- 
man probably is well acquainted with condi- 
tions there. On this occasion one of the officials 
to whom I complained about the disgraceful 
conditions of the washrooms undertook to as- 
sist me in my brief inspection which led me to 
believe that it was an awful welcoming spot 
for people coming into Canada. I think he 
also informed me at that time that this was 
really the Bridge Authority’s job. Have we no 
control over the Bridge Authority at all? 


The Chairman: I think that the Ambassa- 
dor Bridge is operated by a privately-owned 
firm under charter and licence of the federal 
government. I think there was a special act of 
Parliament passed in the nineteen-twenties 
setting it up and, as far as the Bridge aspect 
is concerned I think it comes under the juris- 
diction of the Board of Transport Commis- 
sioners and the Department of Transport. The 
Minister may have additional information to 
give to the Committee, but I think this aspect 
is quite an important one because it is one of 
the principal ports of entry into Canada for 
hundreds of thousands of visitors. 


Mr. Monteith: To use a colloquial term it 
was in a lousy condition. Papers and cigar 
butts were strewn about and the washrooms 
were in a disgraceful condition. Surely, we 
have some control over this. 


The Chairman: Yes. I was just going to say 
that I think the people who should check up 
on the Ambassador Bridge are the representa- 
tives of the Board of Transport Commis- 
sioners and the Department of Transport. 


Mr. Monteith: Are these really not facilities 
of the Customs and Excise Division? 


Mr. Benson: No, they are not. When some- 
one builds a bridge or a tunnel in Canada it 
has been written into the law that they must 
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provide facilities for customs and excise. 
They supply them free. We pay no rent for 
these facilities but one must realize that it 
costs us money to put customs and excise 
officers there. 


We have found generally that where facili- 
ties were bad and we complained about them 
that the authorities co-operated with us and 
fixed them up. I could use as an example the 
Thousand Islands Bridge where they have 
done a great deal very recently for our cus- 
toms facilities. We find them generally co- 
operative but we have no direct control by 
which to tell them to do this. Mr. Gray in- 
dicated the responsibility for these facilities. 


Mr. Monteith: Has a report been made con- 
cerning the Ambassador Bridge? 


Mr. Benson: I am informed that a report 
has been made. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Mr. Benson, you said that in the 
case of a public or a private authority build- 
ing a bridge they had the responsibility of 
providing customs facilities. Have you no 
standards that they must meet? 


Mr. Benson: We do for our own people 
operating them but not standards for public 
washrooms, for example. They must provide 
us with customs facilities; they consult us and 
provide us with adequate customs facilities 
but beyond that the general facilities on the 
bridge are under the jurisdiction of the Board 
of Transport Commissioners and the De- 
partment of Transport. 


The Chairman: It might be useful to note 
that you are going to use the informal consul- 
tation procedure you have to bring this jus- 
tifiable complaint of Mr. Monteith’s to their 
attention. 


Mr. Benson: We have already done this, 
Mr. Monteith, and we will certainly follow 
this up. 


Mr. Monteith: I may have reason to cross 
again and I personally will recheck it. 


Mr. Benson: I think your complaint really 
should be, if it is the public washrooms you 
are talking about, directed to the Board of 
Transport Commissioners. 


Mr. Monteith: Incidentally, sir, the only 
facilities your people have to make a cup of 
tea at noon is to go down into one of these 
terribly disgraceful washrooms and run water 
out of a dirty tap into a dirty sink. It was 
anything but clean. 
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Mr. Benson: We try to protect our own 
people and, generally speaking, I think our 
people at the ports are adequately taken care 
of by pressure that we exert on those who are 
responsible. We could not threaten to with- 
draw the customs office from a port. Prac- 
tically, you could not do this. It is the only 
control we have. 


Mr. Monteith: That is true. It is unthinka- 
ble, in my humble estimation, but as the 
Chairman has suggested, word will go to the 
Board of Transport Commissioners to get 
busy and do something about this. 


Mr. Benson: Yes. 


The Chairman: Are we in a position to pass 
Item 1 as it pertains to Customs and Excise. 


Item 1 agreed tto. 


The Chairman: We can move on now to 
Vote 5, taxation. 


Taxation 


5. General Administration and District 
Offices including recoverable expendi- 
tures on behalf of the Canada Pension 
Plan, $57,833,900. 


The Chairman: We may now excuse the 
officials from the Customs and Excise Divi- 
sion. We thank them for their assistance in 
providing us with the information requested. 
I ask that their places be taken by the 
officials of the Taxation Division. 


I believe the Minister has a separate state- 
ment dealing with this phase of his respon- 
sibilities. We will wait just a moment while 
the officials come up to take their places. 


Mr. Clermont: 
statement? 


Are there copies of the 


Mr. Benson: Yes, we have. 


The Chairman: If you arrange with the 
Clerk to have them distributed, it might save 
time in our considerations. Perhaps while 
they are being distributed we could ask the 
Minister to begin his statement. 


Mr. Benson: Gentlemen, this is really look- 
ing at the other division of my Department 
and as I stressed in my original statement on 
Customs and Excise what you really have in 
National Revenue is two departments. We 
have one dealing with Customs and Excise 
and the other dealing with Taxation, each 
under a Deputy Minister with Assistant 
Deputy Ministers and the staff responsible up 
to them and they operate, although they co- 
operate back and forth of course, relatively 
independently. 
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We now are considering the Taxation 
Division, Department of National Revenue, 
and I have with me today Mr. D. H. Shep- 
pard, who is the Deputy Minister of Taxation, 
on my right and a number of his senior 
officials whom I would like to introduce to 
you at this time. There is Mr. J. F. Harmer, 
Mr. J. R. Morrissey and Mr. W. I. Linton who 
are technical experts from assessing. We have 
Mr. J. McKerchar who is from the Canada 
Pension Plan section; Mr. M. S. Sprott from 
the Planning and Development section; Mr. 
D. J. Costello and R. S. Gunn from the Fi- 
nancial Administration section of the Taxa- 
tion Division of the Department of National 
Revenue. 


In the early life of the department the 
Taxation Division was concerned only with 
the collection of a simple general tax on cor- 
porate and personal incomes. Honorable 
Members are, I am sure, aware of how com- 
plex the tax legislation has become. But I 
wonder if you realize the number of laws now 
administered in whole or in part by this 
Division. 

First, of course, there is the Income Tax 
Act through which the direct taxes on in- 
dividuals and corporations are collected as 
well as the Non-resident and Gift taxes; since 
1962 the Division has administered, as an 
agent, the individual income taxes for all 
provinces except Quebec and corporation in- 
come taxes for all except Ontario and Quebec 
under the Provincial Income Tax Acts, which 
are passed by the provinces. Since 1952 the 
Division has been collecting the Old Age 
Security Tax under that Act. On January 1, 
1966, it began collecting contributions to the 
Canada Pension Plan and is responsible for 
administering that part of the Canada Pen- 
sion Plan Act. Finally, there is the Estate Tax 
Act which is also a responsibility of this 
Division. 

The growth of work in administering these 
tax laws has been pronounced. As an exam- 
ple, the number of 1966 income tax returns 
filed this year will exceed 73 million. During 
the fiscal year 1966-67 the Division’s revenue 
rose to almost 74 billion dollars, reflecting 
collection of Canada Pension Plan contribu- 
tions. 


There is no doubt that the Canada Pension 
Plan administration has been successfully in- 
tegrated with the Division’s other responsibili- 
ties but it has had a noticeable effect on the 
total work force required to get the job done. 
For example, the total regular staff as at 1st 
May this year was 7,163 compared with 6,574 


Finance, Trade and Economic Affairs 


June 22, 1967 


at the same time last year, an increase of 589 
or 9%, a good part of which is due to an 
increase in support staff for the Canada 
Pension Plan. 


We have, however, been able to take con- 
tinuing advantage of the computer installa- 
tion at the Taxation Data Centre where a 
tremendous and increasing volume of paper 
work is disposed of with only nominal in- 
creases in the casual man-years provided. 


In regard to the Taxation Data Centre 
Honorable Members might be interested to 
know that of approximately 74 million in- 
come tax returns processed there in 1965- 
1966, almost 44 million called for refunds 
totalling 470 million dollars. 


And now I would like to bring your atten- 
tion for a few moments to the Division’s or- 
ganization. We have prepared and distributed 
three organization charts to give you a better 
understanding of the framework within 
which the Taxation Division operates. These 
are being distributed presently. They consist 
of a chart of the Head Office organization, a 
typical District Office and the Taxation Data 
Centre. 


The Head Office chart reflects the new or- 
ganization with three Assitant Deputy Min- 
isters compared to only one a year ago and 
the separate reporting of branch heads re- 
sponsible for Management Audit, Personnel, 
Financial Management and _ Information 
Services. The appointment of three Assistant 
Deputy Ministers responsible for Operations, 
Compliance and Planning and Research has 
reduced the wide scope of responsibilities that 
were inherent in the Deputy Minister’s posi- 
tion under the old organization and it is ex- 
pected that having the 30 district taxation 
offices, including the Taxation Data Centre, 
responsible through the Assistant Deputy 
Minister, Operations, will lighten the load of 
the Deputy Minister and result in a number 
of efficiencies. 


The Taxation Division has made a Program 
Review submission to Treasury Board outlin- 
ing financial requirements for the next five 
years commencing in 1968-69 and suggesting 
the use of four distinct programs as a means 
of control in the financial management field. 
There are separate programs for Compliance, 
Operations and Planning and Research under 
the three Assistant Deputy Ministers and a 
Departmental Administration Program made 
up of the separate directorate functions, 
Management Audit, Personnel, Financial 
Management and Information Services. 
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I should point out that Mr. Sheppard was 
appointed Deputy Minister last fall and as a 
result it has been only possible to this date to 
appoint a relatively small number of senior 
officials immediately subordinate to him in 
the organization. The next year will be 
witness to a large number of changes as the 
various positions making up the separate 
branches are filled. 


The Head Office organization study was 
conducted by the Advisory Services Branch 
of the Public Service Commission and one of 
the Recommendations was that the organiza- 
tion of district offices, including the Data 
Centre, be examined following the implemen- 
tation of the new headquarters organization. 
This second study has, of course, not been 
commenced and therefore the District Office 
and Data Centre charts reflect the existing 
organizations. 


The 1967-68 estimates for the Taxation 
Division are shown on pages 375 to 378 of the 
1967-68 estimates book. Their presentation in 
object of expenditure format will be changed 
in subsequent years to presentation by pro- 
grams in keeping with the Program Review 
submission I just mentioned. The funds in- 
cluded in the estimates total approximately 58 
million dollars which is net after Canada 
Pension Plan recovery of approximately 54 
million dollars. I should perhaps at this 
point indicate that although we have addi- 
tional staff for the Canada Pension Plan the 
cost of this staff and the operation for the 
Canada Pension Plan are recoverable out of 
the Plan as was provided in the Canada 
Pension Plan legislation. sa 


The 1966-67 figures as shown in the esti- 
mates book have been changed as a result of 
Supplementary Estimates late in the year and 
now reflect a total of approximately 52 mil- 
lion dollars. More than a third of the total 
increase between the two years is as a result 
of general salary revisions in all categories of 
the Civil Service. Other increases arise from 
proposed hiring of additional desk audit staff, 
rental of more sophisticated computer equip- 
ment, purchase of furniture which was previ- 
ously provided for in Public Works estimates 
and general price increases. 


I would like to draw your attention to 
another statement distributed for your benefit 
titled “Revenues, Cost of Collection, Staff 
Employed and Returns Filed”. This shows in 
capsule form the main workload handled by 
the Taxation Division from 1945 to 1967 and 
the manpower and financial resources utilized 
for this purpose. 
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As I mentioned before, the Taxation 
Division has the problem of contending with 
a continually growing workload from year to 
year and estimating staffing requirements to 
handle this workload without having corre- 
sponding increases in unit cost. It has been 
possible to achieve this objective to a great 
extent. Despite our more complex legislation 
in the tax field, including the fact that we are 
collecting agents for most of the provinces, 
the cost per return filed in 1967 is only $6.51 
compared to the highest unit cost of $7.45 in 
the 1949 fiscal year. Similarly, the cost to 
collect $100. is only $.85 in 1967 compared to 
the highest unit cost of $2.16 per $100. collect- 
ed in 1950. While we have fluctuations year 
after year, I believe maintaining the status 
quo is a tribute to the administrative efficien- 
cy of the Division. 


I would like to point out also that Taxation 
is more than self sustaining through the use 
of its highly trained auditing staff. During the 
1966-67 fiscal year when costs totalled ap- 
proximately $52,000,000., field and desk audits 
of taxpayers’ returns and records alone re- 
sulted in net re-assessing increases of $129,- 
000,000. 

Finally, I would like to make brief com- 
ment on the Tax Appeal Board estimates 
which are annually presented by Taxation 
along with their own. The $193,000. Adminis- 
tration Expense for 1967-68 reflects an in- 
crease of approximately $14,000. over the pri- 
or year. Increased salaries through general 
salary increases account for $5000. of the in- 
crease with $7000. for replacement of office 
equipment and furniture, and $2000. for tra- 
velling expenses making up the balance. 

It should be mentioned that the Board is 
experiencing an increasing number of appeals 
as the number of taxpayers grows and the 
last increase in membership to the Board oc- 
curred in 1961. In order to effectively handle 
appeals and prevent the build-up of a large 
inventory, I know that the Board is going to 
request in the near future that the member- 
ship be increased from six to nine with a 
corresponding increase in administrative staff. 
This may be presented through Supplemen- 
tary Estimates in the current year. 

Mr. Chairman, that is my statement. I hope 
that sufficient information has been provided 
that the Committee can now proceed. 


6° (11:10 atm:) 


The Chairman: Thank you, Mr. Benson. 
The meeting is now open for questions and 
discussion. The first name on my list is that of 
Mr. Monteith. 
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Mr. Monteith: I just have three questions at 
this stage, Mr. Chairman. First I understand 
the members of the Tax Appeal Board musi 
be lawyers. I have complained about this in 
the past myself. Do you not think there 
should be a smattering of chartered account- 
ants in there, Mr. Benson? 


Mr. Benson: Well, of course, being a chart- 
ered accountant it would be a very personal 
opinion I would be giving but I think this 
matter is dealt with in the Carter Report 
when he is talking about a tax court. I be- 
lieve that most of the decisions given by the 
Board are judicial decisions. I believe, under 
existing law, they have the right to hire peo- 
ple such as chartered accountants to give 
them competent advice. Speaking only as a 
chartered accountant and not as a minister, I 
think they should avail themselves of this 
whenever it is necessary. 


Mr. Monteith: It has always been a pet 
peeve of mine but I will carry on. On page 
four of this statement, towards the bottom 
you state: 

... field and desk audits of taxpayers’ re- 

turns and records alone resulted in net 

re-assessing increases of $129,000,000. 
What percentage roughly of the 73 million 
returns would result in an increased re- 
assessment. 


Mr. Benson: We have the figures. Would 
you like to proceed with another question 
while we check it. 


Mr. Monteith: I follow that question by 
asking what percentage of that percentage 
would be caused by errors of commission. 


Mr. Benson: You are thinking of special 
investigations. 


Mr. Gilbert: Does Mr. Monteith mean errors 
of commission by tax assessors or by taxpay- 
ers? 


The Chairman: There are both kinds. 


Mr. Benson: I would hope there are none of 
the latter. 


The Chairman: I would hope there are 
none of the former. 


Mr. Monteith: Maybe one of the other men 
could answer my other question. At the pres- 
ent moment, after having paid in for two 
years and one month, or part of three years 
at any rate, a Canada Pension Plan widow is 
subject to a pension if the employee dies. Am 
I right? 
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Mr. Benson: That is right. 


Mr. Monteith: Then the present worth of 
that pension is taken for estate tax purposes. 
Now say that widow herself were to die with- 
in two years. Am I correct in saying that 
there is no readjustment of estate tax in any 
manner, shape or form for the present worth 
of that pension? 


Mr. Benson: Yes, there is if she dies within 
four years. 


Mr. Monteith: If she dies within four years 
the tax is re-worked. 


Mr. Benson: Yes. 


Mr. Monteith: Thank you very much, that 
answers that question. 


The Chairman: Are you in a position to 
give the statistics now? 


Mr. Benson: Do we have the statistics? 


Mr. D. A. Sheppard (Deputy Minister, 
Taxation, Department of National Revenue): 
The only thing we have, Mr. Chairman, is 
what we call our immediate assessment 
changes. The figures referred to in the Min- 
ister’s remarks are re-assessing changes 
which we just do not have here. We can get 
them for the next meeting. 


Mr. Monteith: What I am really coming 
down to is this: what percentage of your 
returns give you cause for belief that there 
have been errors of commission on the tax- 
payers’ part? 


Mr. Benson: My Deputy Minister can cor- 
rect me if I am wrong, but we do our second- 
ary examinations on a test basis, and I would 
not like to disclose the basis of our test or 
what percentage of the returns we do test. If 
we find specific areas in which errors do oc- 
cur then we will go further into returns hav- 
ing similar calculations. 


Mr. Monteith: You may make a beeline on 
doctors or someone else. 


Mr. Benson: Here again, I should not di- 
vulge information but the computer is go- 
ing— 


Mr. Monteith: Or lawyers or chartered ac- 
countants. 


Mr. Benson: —to give us more information 
as to where errors are likely to occur and will 
assist us in selecting the areas in which we 
should concentrate our efforts. There are also 
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special situations which arise and show a 
trend towards particular areas where people 
are evading tax, if I can use this word, which 
give us leads into particular types of returns 
we should examine. 


Mr. Monteith: I do not have the Act in 
front of me. Is it section 25 that gives you 
power to levy a penalty of double taxation 
and so on. 


Mr. Benson: Section 56. 
@ (12.15 p.m.) 


Mr. Monteith: I have seen several letters 
going out from District Income Tax Offices on 
a first re-assessment basis indicating they are 
bringing to the taxpayer’s attention that this 
Section does apply. I am complaining about 
this to some degree because I do not feel that 
the Income Tax Department should be after a 
person’s blood and so indicate to the taxpay- 
ers although I know they are entitled to all 
their tax money. 

In a first re-assessment letter which may go 
out I have seen the section quoted indicating 
that the fellow has probably done such and 
such by commission rather than omission, 
which is what bothers me. Most taxpayers, I 
am quite sure from my experience, do make 
errors of omission. I know and agree with you 
that there are several who make errors of 
commission as well—I am willing to concede 
that—but the thing that bothers me is when 
the first notification to a taxpayer that he 
may have made an error in his tax return 
indicates that he is liable to be assessed in 
penalty, and this sort of thing. In other 
words, it indicates he is trying to cheat the 
government in some manner. I just do not 
think this is true. I do not think it should be 
done in this way. 

I know of an instance where a wife cashed 
some bond coupons and unwittingly omitted 
them from her list. They were actually her 
husband’s coupons and she did not think of 
putting them on her tax return. The Income 
Tax Department wrote to her—apparently 
she signed the bank slip—to enquire why 
these were not put on her return. She replied 
that they belonged to her husband and: should 
be on his return. The husband was re- 
assessed but he was assessed a penalty. It was 
an error of omission. 


Mr. Benson: The section reads, ‘Gross 
Negligence”. Having spent time on the other 
side of the fence—as my hon. friend has as 
well—I should like to say, in defence of the 
Department, that usually before an assess- 
ment is made for a penalty under Section 56, 
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there is contact with the taxpayer; there may 
be cases where there has not been. After all, 
when you are assessing seven and one-quar- 
ter million personal income tax returns and 
there are 6,000 or 7,000 assessors on your staff 
working across the country, you might find an 
instance where due consideration has not 
been given. 


I should like to say that in my experience 
full consideration and consultation with the 
taxpayer takes place before a penalty is lev- 
ied under Section 56 (2). My hon. friend may 
indicate instances where this has not hap- 
pened, and there may be instances. However, 
since I have been Minister of National 
Revenue I have had remarkably few com- 
plaints that a penalty has been assessed when 
it was not justifiably payable. 


Mr. Monieith: Are any instructions given to 
your assessors in the various district offices 
indicating that the taxpayers should be treat- 
ed as human beings rather than criminals? 


Mr. Benson: All the time. We do not treat 
taxpayers as criminals. I take objection to 
that particular statement. We treat taxpayers 
as individuals. We have been trying to build 
up a relationship of mutual respect with the 
taxpayer, not indicating to them in any way 
that we are out to gouge the taxpayer. That is 
not our job. Our job is to collect the taxes 
which are payable to the government of 
Canada under the law which is passed by 
Parliament. 


I have been trying very seriously to build 
the image of the tax collector in this regard 
and offering all kinds of co-operation to the 
taxpayer that has never been offered publicly 
before. We have used advertising in order to 
indicate to the taxpayer that we are willing to 
discuss his problems with him. We have had 
telephone lines—non-tariff lines—put into the 
tax office during the filing season. We have 
opened kiosks in shopping centres to help 
people with the payment of their taxes. The 
general trend within the Department has 
been to try to impress upon the public that 
we will deal with them fairly, we will answer 
their questions and help them in every way 
we can in the disagreeable task of making up 
their annual tax returns. 


Mr. Monteith: That is a very good defence, 
Mr. Minister, and I congratulate you on the 
course along which you are trying to lead the 
Department. I trust you will continue to do 
so. In the first approach by the inspector or 
assessor to the taxpayer, will you please sug- 
gest to them that they do a little humanizing? 
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Mr. Benson: I hope my employees are very 
humanized and that they are dealing fairly 
with taxpayers in the country. I am sure this 
is generally the case. I say again, I have had 
very few complaints concerning the way in- 
dividual assessors are dealing with taxpayers. 
Whenever there is a complaint it is followed 
up through my Deputy Minister to the end to 
find out whether there is something wrong. If 
anyone has treated people unfairly or impo- 
litely, he is severely reprimanded. 


Mr. Laflamme: May I ask a supplementary 
question Section 56, paragraph 1, where 
penalties are imposed by your assessors. Do 
you not believe, Mr. Minister, that this is 
quite a discretionary power? The taxpayer 
might say that he made his return in good 
faith; perhaps he did not know that he had to 
declare an item on his income tax return and 
then the assessor agrees. 


Mr. Benson: The assessors in the Depart- 
ment have to make a decision and this is 
usually done very carefully. Penalties are not 
imposed by some despotic clerk, for example. 
They go to the Chief Assessor in the par- 
ticular district taxation office before being 
imposed. Secondly, if the taxpayer thinks that 
they are unfairly imposed, he has the right to 
several courses. Everyone has the same right 
with regard to objectioning to the way he is 
being assessed. 


First of all, he can go to the assessor, the 
Chief Assessor in the district taxation office 
and to the District Director and speak to any 
_of these people with regard to any unfairness 
that he thinks is involved. Then, if he still 
thinks the whole district office is treating him 
unfairly, he can follow one of two courses. He 
can appeal to Head Office through me and we 
will be glad to look at the income tax return. 


Secondly, he can file a Notice of Objection. 
If he files a Notice of Objection, his whole 


assessment is automatically moved out of the © 


district taxation office and examined in- 
dependently, including the imposition of 
penalties, by people in the Head Office in 
Ottawa and a decision is made. Then we have 
to affirm or vacate the assessment. If we de- 
cide to affirm the assessment—and anybody, 
at this point, can come to Ottawa and discuss 
it if they wish to—he still has the right to 
appeal the assessment, including the penalty, 
to the Income Tax Appeal Board. 


All this costs no money except, I believe, a 
$15 filing fee to the Income Tax Appeal 
Board which is returned. The Income Tax 
Appeal Board, in turn, goes to various areas 
in Canada where the district offices are locat- 
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ed and the person can appear before this 
independent Board, indicate his dissatisfac- 
tion with the assessment, give his reasons and 
get another independent opinion on it. Then, 
of course, after this if he is still dissatisfied, 
he may appeal to the Exchequer Court but 
this usually only happens in more important 
cases. 


Therefore to return to your question, the 
imposition of the penalty is not an arbitrary 
measure which is binding. Under the law, I 
have no right to vary the penalty after it has 
been applied but it is subject to appeal 
through the various processes I have indicat- 
ed. 


@, 2.25 ons) 


Mr. Monteith: I would like to ask one fur- 
ther supplementary question. This began, in 
my opinion, because the first letter of assess- 
ment simply used to ask for explanations but 
now this Section 56 (2) is pointed out, in- 
dicating that the taxpayer appears to be over 
a barrel right from the drop of the hat. I do 
not like this. 


Mr. Benson: This would be the re-assess- 
ment notice going from the district office. I 
will have a look at the wording of the letters 
that are going out and if they do appear to be 
unfair, we will be pleased to consider wheth- 
er they should be changed. We do not want to 
hold threats over people’s heads unless it is 
necessary. Generally, I think we have the 
best compliance with taxation in Canada of 
any country in the world. There is a mutual 


-respect between the taxpayer and the tax 


collection Department and we certainly want 
to see it continue that way. 


The Chairman: I now recognize Mr. Cler- 
mont, followed by Mr. Lambert and Mr. Lind. 


Mr. Gilbert: May I ask a supplementary 
question? 


The Chairman: I think I should ask Mr. 


- Clermont whether he has any objection. 


Mr. Clermont: I have no objection at all, 
sir. 


Mr. Gilbert: With regard to the pension 
problems that Mr. Monteith mentioned, am I 
right in assuming that if a contributor dies 
within the first couple of years, the widow is 
not entitled to the contributions that the 
deceased contributor made? 


Mr. Benson: That is right. He has to have 
contributed for three years. This is a require- 
ment under the Canada Pension Plan Act. 
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Mr. Monteith: Two years and one month, is 
it not. 


Mr. Benson: 
year. 


Mr. Gilbert: Why is that, Mr. Minister? 


Yes, it has to be in the third 


Mr. Benson: This is how it was written into 
the Canada Pension Plan Act which was ap- 
proved by Parliament. 


Mr. Monteith: Over the objections of some 
of us. 


Mr. Benson: I do not Know what the losses 
would be as the result of this. It might mean 
that someone, if he were employed, had put 
in $79.20 twice and would not get back 
$158.00. But if he gets beyond the period, 
there is a great advantage to the widow, of 
course. You have to weigh one against the 
other. Let us suppose, for example that a 
man had contributed for three years and died 
at the age of 22. His wife is eligible for a 
substantial pension from the Canada Pension 
Plan. 


We are really looking at the other side of 
the Canada Pension Plan which is not the 
direct responsibility of my Department. It has 
been pointed out to me by Mr. Sheppard that 
there are flat rate benefits to widows and it 
would not be fair to pay these relatively 
high flat rate benefits, for example, on six 
months’ or one year’s contributions. The 
only thing you could have done is to set a 
date and perhaps give back the contributions 
for a year or So. 


Mr. Gilbert: I was thinking of the return of 
contributions the person has made rather than 
any benefits. 


Mr. Benson: Of course, a single fellow can 
make contributions all his life until he gets to 
be 64 and then drop dead and nobody 
benefits, except the other people who are tak- 
ing part in the Canada Pension Plan. 


(Translation) 


Mr. Clermont: Mr. Chairman, Mr. Minister, 
one complaint has often been brought to our 
attention; namely the slowness with which 
your Department makes refunds to the tax- 
payer. On Tuesday, I believe, to a question 
which you were asked in the House of Com- 
mons, you replied that in 1967 as compared to 
1966 there is some improvement, but we still 
hear this criticism that it takes time to get a 
refund. The comments which we receive from 
the taxpayers are that the government is very 
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quick to collect the taxes, either at source 
from the employers or every three months 
from those who are self-employed. 


(English) 


Mr. Benson: Yes. The method of collection 
is laid down by the law concerning the meth- 
od of payment of the tax. In defence in re- 
spect of the last item, I should like to say that 
returns of taxpayers in Canada have never, in 
the history of our country, been processed 
and refunds made as fast as they are right 
now. I believe that in no other country in the 
world are they treated as expeditiously as 
they are here. For example, in Britain they 
take much longer than we do to deal with 
them. We received this year, I believe, seven 
and three-quarter million tax returns and I 
think it is a phenomenal accomplishment that 
within three or four months of the final filing 
date of April 30 we can have every one of 
these tax returns completed except those in 
which there have been errors or are going to 
be reassessments. I think it is an amazing 
accomplishment to get that done. 


(Translation) 


Mr. Clermont: On the average, how much 
time is likely to elapse between the tax re- 
turn and the refund? Six weeks? Two 
months? 


(English) 


Mr. Benson: Once we get started with our 
machinery, I would say that the period, on 
average, is about five or six weeks. You and 
I hear of the ones that take longer. I should 
indicate that incoming mail is dealt with in 
the order of its receipt. 

In many of the cases where we have com- 
plaints about the length of time for the re- 
fund, there has been an error in or some 
question concerning the return and we have 
had to send it to a district office to be 
checked. That is not our fault. If the return is 
correctly made out I would say that the aver- 
age processing period is about five or six 
weeks. However, the first returns coming in 
might take a little longer because we must 
wait until enough returns are received in 
January or February to provide the volume 
to justify employing a staff to start our 
processing machinery. 


@e (12.30 p.m.) 
(Translation) 


Mr. Clermont: I notice in the reports which 
the clerk handed out to us that the cost per 
statement form has increased by 34 cents. 
Does that mean that your forms are more 
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complicated than in past years? If I remember 
correctly, we were told at the beginning of 
1967 that the shorter Form T-1 would be 
easier to complete. But that is not the opinion 
of the public. Many people feel that the 1966 
shortened Form T-1 was more complicated 
than that of previous years. 


(English) 


Mr. Benson: I believe the increase in cost 
for processing per return, is a reflection of the 
increase in wages over the period. There has 
been efficiency, if one compares it with the 
period up to 1950, but the other increase, I 
‘think, is due to an increase in wages. I should 
also point out that in the calculation of the 
$6.51, the increased cost for ‘the pension plan 
was taken out in making that calculation, 
because we are reimbursed for it by the 
Canada Pension Plan. 


( Translation) 


Mr. Clermont: But are your senior officials 
still of the opinion that the shorter Form T-1 
for the 1966 tax year was easier for the tax- 
payer to fill out than that of 1965 or 1964? 
Several criticisms have been brought to the 
attention of both myself and of my colleagues. 


(English) 


Mr. Benson: I think it was simpler, if one 
excludes the additional calculations necessary 
because of the Canada Pension Plan. One of 
the difficulties this year was the inclusion of 
the new calculations for the Canada Pension 
Plan and whenever a new calculation appears 
on a return it appears more complicated to 
the taxpayer. 


There actually have been this year—and 
this is based on results to date—substantial 
decreases in taxpayers’ tax calculation errors. 
On T1 Shorts, errors decreased from 167,000 
last year to 66,000, or a 61 per cent decrease, 
this year. This excludes the Canada Pension 
Plan calculation. The decrease was even more 
pronounced on the T1 General returns, where 
there was a decrease in calculation errors of 
79 per cent. 


(Translation) 


Mr. Clermont: Another point which I 
should like to bring to your attention, Mr. 
Minister, is that of a person living in Quebec 
on December 31, 1966 but working in another 
province. Under the conditions for tax de- 
ducted at source, this person was entitled to a 
certain percentage for the Quebec provincial 
tax. I believe that more publicity and more 
information should be provided for the tax- 
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payers. I know that several of my colleagues 
here in the House of Commons, who come 
from the province of Quebec, did not know 
that the law permits a transfer from Ottawa 
to Quebec. I believe that in the 1966 tax year 
it was a matter of 34 per cent representing 
the Quebec provincial tax in the case of a 
taxpayer working in Ontario in 1966—33 or 
34 per cent. 


(English) 


Mr. Benson: I think I will let Mr. Sheppard 
answer this. I have discussed it with him in 
the past. | 


Mr. D. J. Costello (Comptroller): Mr. 
Chairman, on this particular problem, I do 
not think the percentages in numbers of peo- 
ple working in Ontario and resident in 
Quebec are anything like 33 per cent. 


Mr. Clermont: I am not speaking about 
percentages. The 33 or 34 per cent I men- 
tioned represents the income tax deducted. 


Mr. Costello: The number of people to 
whom this applies is comparatively small and 
it was not thought that we could include it on 
the Tl Short return because it would be con- 
fusing to the vast majority to whom it did not 
apply. We have a special form that gives that 
information and we think what they can do is 
fairly clear. We tell them how to make up 
their tax return and what percentage to apply 
on that. That is available for those to whom it 
applies. 


Mr. Benson: Next year I will make sure 
that it is sent to every member of Parliament. 


Mr. Clermont: When I mentioned this to 
some of my colleagues and to others, many 
did not believe me because they claimed they 
did not receive that extra sheet attached to 
their return. 


Mr. Costello: It may not have been attached 
to the return. We did not distribute it gener- 
ally to all people. 


Mr. Benson: I will make sure that every 
member of Parliament gets one next year. 


Mr. Clermont; Mr. Minister, not only mem- 
bers of Parliament but other people are con- 
cerned. 


Mr. Benson: No; there are other people in 
the civil service in Ottawa. 
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(Translation) 


Mr. Clermont: My last question, Mr. 
Chairman, is this. You know, Mr. Minister, 
that in the province of Quebec,—I do not 
know if it is so in the other provinces—on the 
matter of gifts to charity, the law states that 
up to $100 receipts are not required, but that 
for $100 or more, receipts must be attached 


otherwise the deduction is withheld. I do not 


know if I should say this, but are relation- 
ships between your Department and the 
clergy in the province of Quebec better than 
before? Some of our priests used to claim that 
they had become the inspectors of police de- 
tectives of your Department. From time to 
time we receive correspondence on this sub- 
ject. 


(English) 


Mr. Benson: This matter of charitable do- 
nations was a difficult one and has been for 
many years. Under the new law passed last 
year with respect to charitable donations, I 
believe the problem will be much easier in 
the future. 


I think the clergy, at least the senior clergy 
in all provinces, have generally agreed to the 
proposition that there must be some evidence 
of giving, other than the person’s word, 
before a receipt is made out and are develop- 
ing systems that use envelopes, or something 
similar, to record the amount given. 


I have, of course, a great deal of sympathy 
with the position of many of the clergy and 
other people who collect money in small 
amounts. However, one must enforce the law; 
one must make sure that people are not de- 
ducting charitable donations for amounts they 
have not given. I should indicate that viola- 
tions we have found in the past have in no 
way been confined to the clergy. They have 
occurred in other organizations where re- 
ceipts have been issued on the word of the 
person who gave the money, without any 
evidence of the receipt of the money. In some 
instances, we found that the total of the re- 
ceipts issued far exceeded the amount of 
money the particular charitable organization 
indicated it had received. 


Under the changes to the statute which 
were introduced last year I believe this prob- 
lem will be solved in the long run, because 
financial statements will be filed and receipts 
will be issued. One will be able to see that the 
total of the receipts is roughly equivalent to 
the amount shown as received in the financial 
statements. Certainly it is a difficult personal 
problem in dealing with individuals, but I 
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think it is a problem that had to be solved in 
order to protect the revenue of Canada, and 
we have tried to solve it. I believe that, in the 
long run, people will accept it. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Would it not be better, Mr. Minister, 
to adopt the Carter Commission’s suggestion 
to abolish exemptions? 


e (12:40 p.m.) 
Mr. Benson: This is a matter of policy. 


(Translation) 


Mr. Cantin: Mr. Minister, is there any par- 
ticular reason why a taxpayer is refused 
automatic exemption of $100 without proof 
when he requests an exemption for medical 
expenses? 


(English) 


Mr. Benson: No. One has the choice of 
either claiming the $100 for both medical ex- 
penses and charitable donations or of submit- 
ting receipts for both. The $100 deduction 
covers both medical expenses and charitable 
donations. 


Mr. Cantin: What is the reason for putting 
in both? 


Mr. Benson: The basic reason for putting in 
the $100 was because the Department used to 
spend a lot of time checking small amounts 
for medical receipts and charitable donations 
and, of course, the medical receipts are only 
deductible if they exceed three percent of the 
net income. We used to spend a great deal of 
time doing this so it was decided to allow 
$100 deduction for both in the interests of 
efficiency and to make less work for those 
who do not have many claims of either sort. 


However, if a person has great medical ex- 
penses and no donations, it may be to his 
benefit to file the actual receipts for medical 
expenses and, even if he has given only $50 in 
charitable donations, to include them as well, 
and he will get full advantage of his medical 
receipts plus the $50 in donations. But it is a 
combined deduction of $100. 


It also used to include union dues at one 
time, did it not? 
Mr. Costello: Yes. 


Mr. Benson: They have been taken out and 
are listed separately now. 


Mr. Lind: Mr. Chairman, I have a supple- 
mentary question concerning this $100 auto- 
matic deduction for charitable donations. Ifa 
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person has receipts for more than $100 in 
charitable donations, is he then allowed to 
deduct the $100 for medical expenses? 


Mr. Benson: No. It is combined. The $100 
is combined for charitable donations and 
medical expenses. 


Mr. Lind: If a person has deducted his max- 
imum of ten per cent for charitable donations 
and he has an accumulation from year to year, 
how long is he allowed to go back on this 
accumulation? 


Mr. Benson: He carries it forward one year 
each time. 


Mr. Lind: He carries it forward one year? 


Mr. Benson: That is all. For example, if 
somebody had something left over from 1965, 
he could carry it forward into 1966 and claim 
part of his 1966, carry forward the balance of 
1966, and claim part of it in 1967. 


I should point out that there are relatively 
few people in this particular category but it is 
a problem raised from time to time by people 
who have religious obligations to give ten per 
cent of their income to a particular religious 
organization. The government, to date, has 
not seen fit to change this particular item to 
allow charitable donations beyond the ten per 
cent, although I should point out that gifts to 
the Crown are deductible without the ten per 
cent limit. 


Mr. Lind: What about gifts to a university, 
in this case? 


Mr. Benson: They are under the same limi- 
tation. 


Mr. Lind: They are under a ten per cent 
limitation? 


Mr. Benson: Yes. 


Mr. Lind: Has any consideration been given 
to increasing the limit for universities? 


Mr. Benson: This has been considered. Ever 
since I have had anything to do with budgets 
in the federal government, it has been consid- 
ered each year. It has not been acted upon 
because of the feeling that there is not a 
sufficiently widespread demand for it to war- 
rant making the change. Many people of 
course, make their donations to universities 
over a period of years to fit in with the ten 
per cent limitation. 
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Mr. Lambert: I will start in the field of 
charitable organizations. There was some 
difficulty at the beginning in issuing certifi- 
cates to charitable organizations and giving 
them a number. Has this been pretty well 
cleared up now? 


Mr. Benson: I think it is moving along 
quite well. One of the things one has to 
remember is that suddenly we had 40,000 or 
50,000 charitable organizations to issue certifi- 
cates for. To date we have received, I am told, 
27,000 applications for registration as charita- 
ble organizations. Of these, 1,500 were not 
approved or were cancelled. We have approv- 
ed 22,000, making a total of 23,500. We have 
about 3,500 unprocessed applications which 
we are working on. 


I should also point out here something 
that we tried to do in dealing with these 
organizations. We requested charitable or- 
ganizations that collect their money at the 
end of the year to postpone their registration 
and getting their number to a time a little 
later than the people who carry out their 
collections in the early part of the year, so 
recently I have not had any very major com- 
plaints. 


Mr. Lambert: But this raises a point that 
concerns me. A couple of organizations who 
got in touch with me said: We are not the 
ones who determine when we are going to get 
the money; people send in contributions and 
they like to get receipts as soon as possible, 
but we are unable to issue the receipts be- 
cause we have not received our number. 


Mr. Benson: I know that this has created a 
problem in some instances. I certainly am 
appreciative of the co-operation the charita- 
ble organizations have given us in this regard, 
because the alternative was for me to go out 
and hire a lot of staff and train them. We 
have tried to do this on the basis that we do 
not have to increase our staff substantially in 
order to deal with it. What has happened in 
cases such as yours, in some instances at 
least, is that they have issued temporary re- 
ceipts and replaced them by receipts with a 
number. It is not ideal, but otherwise we 
might have had to either put off enforcing the 
legislation for six months or hire a large staff 
at a particular moment and train them. I 
think it is moving forward reasonably well 
now at this stage. 


The Chairman: You are satisfied that this 
approach is not hampering the work of the 
charitable organizations in getting collections 
from donors? 
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Mr. Benson: No, I think not. Where there 
are particular difficulties and people bring 
them to our attention, we try to deal with 
them on a particular basis. 


Mr. Lambert: On the subject of these chari- 
table donations generally I am quite in accord 
with what was done, having been involved 
with the Department years ago when this did 
present certain problems. In my part of the 
country where all contributions to churches 
were always handled on an envelope system 
and recorded it created no problems at all. As 
a matter of fact, the only problem raised was 
that people used to say, “Well, if others can 
get away with it, why can’t we, in the usual 
ways’’? 


However, I would like to turn to something 
in connection with the estate tax; perhaps Mr. 
Linton will be able to advise me on this. With 
the introduction of the legislation in the 
Province of Alberta whereby the provincial 
government will reimburse the 75 per cent 
portion that is attributable to estate tax, levi- 
able by the Province of Alberta, what 
progress is being made in establishing the 
necessary machinery? 


Mr. Benson: The Province of Alberta has 
been in touch with us in this regard, so that 
they can get information on what their re- 
funds should be. Is this your question? 


Mr. Lambert: Yes. 


Mr. Benson: We have agreed to supply 
them with the information. 


Mr. Lambert: This is to expedite that— 


Mr. Benson: Yes, we have agreed to do this 
for them. 


Mr. Lambert: Is it a complicated process? 


Mr. Benson: No, they need to have copies 
of our individual estate tax assessments ap- 
plicable to individuals and assets in the 
Province of Alberta, and we have been able 
to do this. We have to make these calculations 
in any case because we have to allocate the 
estate tax across the various provinces to see 
how much each one is entitled to. 


Mr. Lamberi: All right; that is all, Mr. 
Chairman. 


The Chairman: Mr. Gilbert, and then I will 
recognize Mr. Lind. 


Mr. Gilbert: Would you consider as income 
a refund made by a province to an in- 
dividual? 
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Mr. Benson: No. 
Mr. Gilbert: It is not income? 
Mr. Benson: No, it is not. 


The Chairman: Before proceeding, I think 
we Should have a motion to incorporate these 
tables, and so on, into the Proceedings. 


Mr. Lambert: I so move. 


Mr. Lind: I second the motion. 
Motion agreed to. 


Mr. Lind: Getting back to section 56 where 
a penalty is applied to the individual who 
perhaps missed some bond interest or some 
bank interest, does the Ottawa office keep any 
record of how the branches apply it? Are 
some branches applying this section more 
severely than others? 


Mr. Benson: First of all I should like to 
point out that the number of times section 56 
penalties are applied are very few. They are 
not applied to somebody who has forgotten to 
put in some bond interest. The letter that is 
sent out—and I promise to look at the word- 
ing of it again—is merely to point out to 
someone that if they are doing it intentionally 
the penalty could apply. 


The penalty is applied with great caution, 
and there certainly is discussion among the 
various District Offices about how the penalty 
should be applied and when. It is not a seri- 
ous problem because it is not applied a great 
many times; it is only when we are convinced 
that somebody is deliberately doing some- 
thing that the penalty is applied. I should 
point out again that it is subject to appeal, so 
that our judgment in the application of penal- 
ties is not final. 


Mr. Lind: How far down the lne would 
you go? Would you go down to a person who 
missed $10, $25, or $50. At what level do you 
start? 


Mr. Benson: It would have to be a fair 
amount of money and would have to be very 
deliberate. Section 56 is not used that often; it 
is more often used as an alternative to prose- 
cuting someone in the courts. 


Mr. Lind: Do you have any figure on how 
much the government has collected in penal- 
ties, say, over the last year or two under 
section 56? 


Mr. Benson: I do not have it here. Perhaps 
could dig the figure out for you, but we cer- 
tainly do not have it right here. 
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Mr. Lind: Another matter that I am con- 
cerned about is that every year we get a 
notice in the Province of Ontario asking us to 
write to the District Taxation Office to get a 
confirmation of the amount of taxes that we 
have contributed. 


Mr. Benson: We are now giving them co- 
pies of the assessment, I believe. This applied 
only to corporate, and I think we are now 
giving them copies of the corporate assess- 
ment. I remember that when I was in practice 
this used to be a nuisance, because a year or 
two later they would write to ask you for a 
copy of your notice of assessment for two 
years prior, and people were spending time 
digging it up. One of the changes we have 
made is to forward a copy of the assessment 
to the Province of Ontario, so they will not 
have to make these requests any more. 


Mr. Lind: They do not have to come 
through the individual company any more? 


Mr. Benson: Not any more, no. 


Mr. Lind: Concerning economies, Mr. 
Minister, is there any way within the De- 
partment of National Revenue that we could 
combine the audit, say, of the District Tax- 
ation Office with the auditor coming in for 
the Unemployment Insurance Commission, 
and cut it down to one audit instead of hav- 
ing two? 


Mr. Benson: We have looked into this from 
time to time. The audit of the Unemployment 
Insurance Commission is, of course, the 
responsibility of the Unemployment Insur- 
ance Commission and I would simply indicate 
that we have had discussions about this. This 
is their legal responsibility; the other audit is 
our legal responsibility and they are done on 
a different basis because ours is generally a 
test audit. But I have thought also that an 
Unemployment Insurance audit is very simi- 
lar to a Canada Pension Plan audit, and there 
might be some method of combining the two. 
I can only say that discussions have taken 
place about this matter but no decisions have 
been made. 


Mr. Lind: But it is under active considera- 
tion? 

Mr. Benson: It is under continuous consid- 
eration. 


Mr. Lind: Thank you, Mr. Minister, I think 
that is a very worthwhile effort. 


The Chairman: Next on my list is Mr. 
Cameron, but perhaps since it is close to one 
o’clock you may prefer to adjourn. 
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Mr. Cameron (Nanaimo-Cowichan-The Is- - 
lands): I have a question that will not take 
long to clear up. Have you any statistics on 
the number of personal income tax returns 
which result in a refund? 


Mr. Benson: It is in the statement, I be- 
lieve; 4.25 million out of 7.75 million. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): My next question is whether you have 
any information on how many of those are 
refunds on income tax paid by payroll deduc- 
tion? The reason I am asking is that when I 
was working in industry—and that is not 
very long ago; about 13 years—invariably, 
every year, I had a refund of my income tax, 
and I gather that every one of my fellow 
workers was over-taxed every time and it 
was returned. I wonder whether this is still 
the situation? 


Mr. Benson: The majority of the refunds 
would be on employees. The reason for this is 
that when they make out their TD 1 and file 
it with their employer they cannot calculate 
in it anything that may happen with regard 
to donations and medical expenses beyond the 
$100, or increases in their exemptions due to 
a child becoming 16 years of age, and the 
fluctuations, so the majority of the refunds do 
arise because of this. 


An hon. Member: You do not deliberately 
Over-assess? 


Mr. Benson: No, we do not deliberately set 
the tables up so that an overpayment result. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): No, no; I was wondering whether it 
was a shortcoming on the part of the employ- 
er that he was not taking enough care. 


Mr. Benson: No, I do not think so. I think 
you will find that people using the tax deduc- 
tion tables take the standard allowance of 
$100 for donations and medical expenses, and 
then give $150 or $200 and so have a refund; 
or there has been a change in their exemp- 
tions, and their salary rates may fluctuate 
throughout the year. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): If the salary rate fluctuates then the 
employer should be taking note of that. 


Mr. Benson: No, but there may be unem- 
ployment for a month. 
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Mr. Clermont: Mr. Chairman, I have a sup- 
plementary question. Even if the employer 
deducts more, he does not get anything be- 
cause he has to remit it to the Government. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I am not suggesting that he does. I 
am just suggesting that it is sometimes rather 
an inconvenience to the taxpayer because 
even a fairly small refund is something he 
could have been using all along. Also it 
would, I think, curtail quite a ot of unneces- 
sary work if the number of refunds could be 
cut down. 


Mr. Benson: It would save us some work if 
the refunds were cut down, but with the 
computer we can deal with them pretty fast. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): That is all, Mr. Chairman. 
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The Chairman: Gentlemen, we are not in a 
position to clear consideration of this Item 
now. I believe a bill has been referred to us 
by the House dealing with some insurance 
company that I suggest to the Committee we 
attempt to deal with on Tuesday morning. So, 
perhaps we can reconvene on Tuesday morn- 
ing and first spend whatever period is re- 
quired to clear consideration of this portion of 
the estimates. I will ask the Minister to come 
back and we could adjourn until that time. 
Does that meet with the approval of the 
Committee? 


Also, I wonder whether members of the 
Steering Committee who are here will just 
remain behind for a moment, and we will fix 
the wording of the recommendation to the 
House about the Kennedy Round resolution. 
We are now adjourned. 
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REVENUES, COST OF COLLECTION, STAFF EMPLOYED AND RETURNS FILED 


FISCAL YEARS 1947-1967 


Fiscal Net Total Cost to Total Employees T1 & T2 Total Cost 
Year Revenue Cost of Collect At March 31 Taxation Returns Returns per 
Ended Collections’ Collection® $100 —__—_—_____._ Year" Filed4 Filed Per Return 


March 31 Continuing Temporary Employee® Filed 

$ Million  $ Million $ No, No. tia 000 No. $ 
ERR Liia eee A cS ates Saath AE Tt ER Te eS ae cape 

1,435.7 13.7 .96 7,430 — - 1946 3,291 443 4.16 
1,317.7 19.6 1.49 10,478 — ss 1947 3,678 351 5.33 
1,368.3 28.1 2.05 11,704 — - 1948 3,772 322 7.45 
1,300.8 28.1 2.16 10,629 — - 1949 3,863 363 Tia 
1,556.9 DAY 22 1.62 HAD - 1950 3,979 568 6.33 
2,204.0 21.9 .99 5,930 335 111 1951 4,265 706 5.13 
2,594.0 21.8 84 5,918 799 227 1952 4,553 741 4.79 
2,618.0 22.9 .88 6,134 1,164 368 1953 4,839 744 4.73 
2,457.0 25.7 1.05 6,301 1,207 383 1954 4,968 743 5.17 
2,501.9 26.1 1.04 6,268 1,212 358 1955 5,169 780 5.05 
3,017.2 28.4 .94 6,195 1,303 392 1956 5,470 830 5.19 
3,066.2 32 1.02 6,172 1,434 446 1957 5,758 870 5.42 
2,709.5 31.8 117 6,018 1,551 460 1958 5,767 890 S251 
3,148.2 31.8 1.01 5,850 1,492 463 1959 5,943 941 S735 
3,493.7 34.3 98 5,791 1,528 494 1960 6,066 965 5.65 
3,588.7 35.6 .99 5,757 1,536 590 1961 6, 162 971 5.78 
3,849.7 38.2 .99 5,640 1,393 667 1962 6,389 POs 5.98 
4,141.9 40.7 .98 5,760 1,865 946 1963 6,580 981 6.19 
4,940.7 42-7 -86 5,909 2,067 1,022 1964 6,905 996 6.18 
55336nl 45.4 85 6745359514. 2096 1965 7,355 974 6.17 
Oss 52.0 85 VGhibl@a, 20S" 15296 1966 7,992 943 6.51 


N.B. Fiscal years 1966 and 1967 exclude revenue collections on behalf of the Canada Pension Plan and Costs charged 
to the Plan as follows: 


Fiscal Revenue Collected Costs Charged to C.P.P. 
Year $ Million $ Million 

1966 94.9 1.8 

1967 587.5 5.3 


8For the purpose of this analysis and particularly for calculating the number of returns filed per employee, it has 
been assumed that the number af employees at the end of a fiscal year will deal with the returns for the immediately 
prior taxation (calendar) year. 

‘Fiscal years 1945-52 include Excess Profits Tax collections. 

©Costs of Tax Appeal Board are included beginning 1949, 

dAs at December 31 of calendar year in which bulk of returns filed. 

"In calculating returns filed per employee, temporary employees are included in terms of equivalent man-years as 


estimated. 


SOURCES: Taxation Statistics, Monthly Statistical Report, Records of Statistics Section. 
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STANDING COMMITTEE ON 
FINANCE, TRADE, AND ECONOMIC AFFAIRS 
Chairman: Herb Gray 
Vice-Chairman: Mr. Gaston Clermont 


and Messrs. 


Ballard, Gilbert, Mackasey, 

Beaulieu, Irvine, : McLean (Charlotte), 

Cameron (Nanaimo- Johnston, Monteith, 
Cowichan-The Islands), Laflamme, More (Regina City), 

Cantin, Lambert, Noel, 

Comtois, LV: Latulippe, _. Tremblay, 

Flemming, Lind, Se de Wahn— (24). 

Fulton, Macdonald (Rosedale), 


Dorothy F. Ballantine, 
Clerk of the Committee. 


ORDER OF REFERENCE 


Monpay, June 26, 1967. 
Ordered,—That the name of Mr. Beaulieu be substituted for that of Mr. 
Valade on the Standing Committee on Finance, Trade and Economic Affairs. 
Attest. 


LEON-J. RAYMOND, 
The Clerk of the House of Commons. 
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REPORT TO THE HOUSE 


WEDNESDAY, June 28, 1967. 


The Standing Committee on Finance, Trade and Economic Affairs has the 
honour to present its 


THIRD REPORT 


In accordance with its Order of Reference of May 25, 1967, your Committee 
has considered the items listed in the Main Estimates for 1967-68 relating to 
the Department ‘of National Revenue. 


Your Committee has held three meetings from June 20 to June 27, 1967 
and has heard the Honourable E. J. Benson, Minister of National Revenue and 
the following witnesses: 


From the Department of National Revenue: 


Customs and Excise Division: Messrs. R. C. Labarge, Deputy Minister; J. G. 
Howell and G. L. Bennett, Assistant Deputy Ministers. 


Taxation Division: Messrs. D. H. Sheppard, Deputy Minister and D. J. 
Costello, Comptroller. 


Your Committee commends to the House for its approval the Main 
Estimates, 1967-68, of the Department of National Revenue. 


A copy of the relevant Minutes of Proceedings and Evidence (Issues Nos. 
5 to 7 inclusive) is tabled. 


Respectfully submitted, 


HERB GRAY, 
Chairman. 


MINUTES OF PROCEEDINGS 


TUESDAY, June 27, 1967. 
(7) 


The Standing Committee on Finance, Trade and Economic Affairs met at 
11.10 a.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Cameron (Nanaimo-Cowichan-The Islands), 
Cantin, Clermont, Comtois, Flemming, Gilbert, Gray, Irvine, Lambert, Mac- 
donald (Rosedale), McLean (Charlotte), Monteith, More (Regina City), Noél, 
Tremblay (Matapédia-Matane), Wahn—(16). 


In attendance: The Honourable E. J. Benson, Minister of National Revenue. 
From the Department of National Revenue, Taxation Division: Messrs. D. H. 
Sheppard, Deputy Minister; G. J. McKenzie, Administrator, Canada Pension 
Plan; J. R. Morrissey, Superintendent, Programs & Procedures; J. F. Harmer, 
Assistant Director, Assessments Branch; W. I. Linton, Administrator, Estate 
Tax; M. S. Sprott, Assistant Director, Planning & Development; R. S. Gunn, 
Superintendent, Financial Services; D. J. Costello, Comptroller. 


The Committee resumed consideration of Item 5 of the Main Estimates, 
1967-68, of the Department of National Revenue. 


The Minister was questioned, and was assisted by Mr. Sheppard in answer- 
ing questions. 


In answer to a question about other Government Departments to which 
information from income tax returns was made available, the Minister stated 
that he had recently answered a question in the House on this subject. 


Ordered,—That the Minister’s answer to the question in the House be 
printed as an appendix to this day’s Minutes of Proceedings and Evidence. 


(See Appendix C). 
Item 5 was carried. 
The Chairman called Item 10— 
Tax Appeal Board—Administration expenses—$193,400 


In answer to a question by Mr. Macdonald (Rosedale) concerning the rela- 
tionship between the total number of assessments and the resulting number of 
appeals, Mr. Sheppard agreed to provide the information later to Mr. Macdonald 


and the Clerk. 


Ordered,—That the information requested by Mr. Macdonald (Rosedale) 
be included as an appendix to this day’s Minutes of Proceedings and Evidence. 
(See Appendix D). 

After further questioning of the Minister, Item 10 was carried. 

Ordered,—That the Chairman report to the House the Main Estimates, 
1967-68, of the Department of National Revenue. 


7—5 


The Chairman thanked the Minister and his officials who then withdrew. 


The Committee then proceeded to consideration of a private bill (C-114). 
(See Issue No. 8). 


At 1.25 p.m. the Comimittee adjourned to Thursday, June 29, 1967 at 
11.00 a.m. 


Dorothy F. Ballantine, 
Clerk of the Committee. 


EVIDENCE 


(Recorded by Electronic Apparatus) 


Tuesday, June 27, 1967. 


@® (11.10 a.m.) 


The Chairman: I will call the meeting to 
order. Now, gentlemen, do the Members of 
the Committee have further questions or com- 
ments at this time with respect to Item 5, the 
taxation division? Mr. Macdonald? 


Mr. Macdonald (Rosedale): A question to 
Mr. Sheppard. Mr. Sheppard, the officials un- 
der your administration have a very consider- 
able responsibility in dealing with the public 
and, as a Member, from time to time I have 
complaints from members of the public as to 
the courtesy and attitude of members of the 
Department of National Revenue. What 
procedures do you have within your De- 
partment to insure that members of the pub- 
lic get prompt, courteous and helpful service 
from the staff at the district taxation offices 
and elsewhere? 


Mr. D. H. Sheppard (Assistant Deputy 
Minister, Taxation Division, Department of 
National Revenue): Mr. Chairman, to begin 
with, when our staff are employed we give 
them a training program, an indoctrination, 
and one of the matters that we stress very 
forcefully is that the public are to be treated 
courteously and given all possible considera- 
tion. Of course, we also impress upon them 
that the collecting of the taxes is not an easy 
job and, therefore, they have to be that much 
more careful in their dealings with the public 
in making sure that they adhere to the rules 
we have set down because with the best of 
goodwill they can be accused of an attitude 
which is not in the best interest of the gov- 
ernment, or the Department, or the taxpayers 
if they do not give them courteous treatment 
because of the fact that they are asking them 
to pay taxes which they might not want to 
pay. So, the first matter is the indoctrination 
of the employees who are on this work. We 
think that is the main thing. 

In addition to that we set up information 
programs at the counter and over the tele- 
phone to give people information that they 
might want to help them out in the filing of 
tax returns. We have extended that quite a 
bit further this year in open line programs, 


long distance telephone calls and matters of 
this kind to try to be helpful as well as collect 
taxes. 


Mr. Macdonald (Rosedale): What happens 
in the event of complaints? 


Mr. Sheppard: It depends on whom they 
are made to. Each director in the district 
office, who is a responsible official is supposed 
to deal with the complaints on the basis of 
the information that he receives. He inquires 
into them and, if necessary, makes the correc- 
tions that should be made. 


Mr. Macdonald (Rosedale): Do you have a 
procedure for referring complaints for further 
attention, and what kind of discipline proce- 
dure do you have for the employees? 


Mr. Sheppard: Each district office director 
is responsible for the carrying out of the 
functions in his own office. If the complaints 
are referred to the Minister or to head office 
then we deal with them and get a report from 
the district office as to what happened and 
find out what they have done about it. We 
also make suggestions as to what they should 
do if we consider it appropriate. But each 
director is supposed to deal with these things 
on his own initiative as he does in all matters. 
He is completely responsible in his own area 
and we assume that if the taxpayers do not 
complain above him to head office or to the 
Minister they are satisfied with the treatment 
they are getting in the district office. 


Mr. Macdonald (Rosedale): Do you have 
any program of anonymous periodic checking 
of the district taxation offices to see what 
kind of result you get from the— 


Mr. Sheppard: We do not have any anony- 
mous check; we have our inspection service. 


Mr. Macdonald (Rosedale): What I am 
thinking of is that I am sure that they are 
very good boys when they are being exam- 
ined by the inspection service, but how about 
when an apparently humble member of the 
public comes up? Would it not be a good idea 
to have periodic checking to make sure that 
they live up to the high standards that you 
have set forth? 
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Hon. E. J. Benson (Minister of National 
Revenue): Perhaps I could answer this. 


We get very few complaints from the pub- 
lic of their treatment by the taxation offices 
when you consider we deal with 7% million 
taxpayers in Canada. I can tell you the num- 
ber of letters I get complaining about treat- 
ment from the tax office is really very small; 
it amazed me how few there are. Now, mind 
you, everybody who does not think he is 
fairly treated will not complain, but I think 
that the number of letters I get is an indica- 
tion. I would say that in a year, I do not get 
more than 15 or 20 letters complaining 
about— 


Mr. Macdonald (Rosedale): From members 
of the public. 


Mr. Benson: That is right. 


Mr. Macdonald (Rosedale): But how about 
from Members of Parliament? It seems to me 
I have probably written you as many as that. 


Mr. Benson: I think you have written as 
many as anybody. 


The Chairman: If I may interject here, I 
think I, myself, have brought to your atten- 
tion, Mr. Minister, from 10 to 15 complaints 
on an annual basis. 


Mr. Benson: Yes, you are second in the 
complaint department. 


The Chairman: It may be that more Mem- 
bers should be more vigorous in bringing 
these complaints to the attention of the 
Minister if they exist. I do not know any 
reason why our own district, or that of Mr. 
Macdonald, should be more productive in that 
regard than others, as I am sure the officials 
are of no lesser standard than in the other 
areas. 


Mr. Macdonald (Rosedale): That is fine, Mr. 
Chairman. 


The Chairman: Mr. Lambert. 


Mr. Lambert: This is a question I raised 
with the Minister by correspondence and I 
think the answer could be given here. It deals 
with the recognition of payment by teachers 
towards their union fund, or their association 
fund, which is a permissible deduction for 
income tax purposes. Under the laws of the 
province the deduction is authorized to be 


made by the School Board. It is a deduction 


at source paid over, in the case of Alberta, to 
the Alberta Teachers’ Association. But there 
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has been no uniform policy with regard to the 
district offices’ accepting the T-4 slips as evi- 
dence of payment of these dues, and this has 
created a good deal of confusion. Perhaps a 
reply to this is in the mill to me, but I think 
it should be raised here. If the deductions 
must be made by the School Board under the 
provincial regulations, then it seems to me 
that the evidence of the deductions as shown 
by the T-4 slip should be sufficient. 


Mr. Benson: We will accept them. We have 
written to you, or are in the process of writ- 
ing to you on this basis, that we will accept 
them and we will instruct our offices in the 
particular area where the dilifficulities arise 
that they are acceptable as shown on the T-4 
slip. 


Mr. Lambert: Thank you, Mr. Minister. 


The Chairman: Now, are there further 
names for the list? Mr. Gilbert. 


Mr. Gilbert: Mr. Minister, I have had some 
complaints from pensioners who are required 
to file quarterly payments of the estimated tax 
that they will be required to pay. In some 
cases, the total tax will amount to about $20 
for the year and they are making quarterly 
payments of $5. Is there any way in which 
they can pay this tax once a year rather than 
be forced to make a quarterly return? 


Mr. Benson: Well, first of all, the basic tax 
system in Canada and the way we collect our 
revenue is through deductions at the source. 
So, the ordinary fellow has his tax taken off 
every month and it is sent in to the govern- 
ment the next month—by the 15th of the next 
month, or earlier than this—and the govern- 
ment has the use of the money for the year. 
To be equitable in dealing with the person in 
business, Parliament has seen fit to decide 
that he should pay on a quarterly basis. 

It used to be, a long time ago, that we 
never calculated interest on small amounts be- 
cause it was just too much work; but now the 
interest is turned out automatically by the 
computer, but we never charge interest to 
anybody if there is less than $1 involved. 
Your person who is paying $20 a year, if he 
paid it all at the end of the year, would not 
have any interest to pay because it would be 
less than $1 if you calculate it quarterly. 


Mr. Gilbert: Do they have the option of 
paying quarterly, or can they wait until the 
end of the year? 


Mr. Benson: No, the law is that they must 
pay quarterly or pay interest on the thing; 


June 27, 1967 


but where the computer throws out interest 
owed by somebody of 78 cents, for example, 
we ignore it. We do not go down below the $1 
figure. But the law requires them to pay 
quarterly, and after all we have to enforce 
the law if it is decided by Parliament. I think 
it is fair, over-all. It might seem unfair when 
you take a look at a little case, but if you take 
it over-all, when the fellow earning $10,000 a 
year has it deducted every week, the person 
who has $5,000 from investments should pay 
at least on a quarterly basis. 


The Chairman: Mr. Minister, it is interest- 
ing that Mr. Gilbert raised this point because 
I had somebody come to see me on the week- 
end who received a notice asking him to pay 
$1.67. This complaint really was of the public 
relations type that Mr. Macdonald raised. He 
told me that he was retired and that his 
income came from several pensions—one 
from his work, and one from the Government 
Old Age Security scheme. He said that he and 
his wife budgeted very carefully to meet their 
requirements as they came due, and that he 
was unhappy about the fact that he had re- 
ceived no notice whatsoever that he was go- 
ing to be called upon to make quarterly pay- 
ments, and that if he did not he might face 
this interest payment. While the amount was 
very small because he was on a limited in- 
come, in effect it threw his budgeting out of 
whack, and he felt, as I say, that he and 
others like him should have received some 
notice that they were going to be called upon 
to do this so that they could have made provi- 
sion or attempted to avoid the interest pay- 
ment. 


Mr. Benson: Yes, I used to have a good 
many complaints about this. We made an ar- 
rangement with the people who pay the Old 
Age Security Pension that when the first pen- 
sion cheque goes out they tell people that 
they should take a look and see if this puts 
them into a taxable bracket, because they 
might then have to pay income tax instal- 
ments. I do not think we can go much further 
than that. This would reach everyone upon 
his receiving his first cheque from the Old 
Age Pension, the flat rate Old Age Pension, 
and I really do not know what you can do 
beyond that. It is also shown every year in 
the T-1 Short, for example, that you have to 
pay instalments, and so on. But it is a 
matter of public relations as to how you get 
to everybody. We try to get to everybody. We 
thought the method of putting a little note in 
the first Old Age Pension cheque would help, 
because some people who are on pension and 
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then all of a sudden get the extra $900 a year 
or whatever it happens to be, are thrown into 
a taxable bracket, and they have to pay in- 
stalments. 


The Chairman: What about people who 
were receiving the pension at the time you 
began to look at this more closely? 


Mr. Benson: This is where we had some 
trouble, because- when we started picking up 
interest and charging people interest—and we 
did not just start this, it is just that the 
computer allowed us to do this where we 
should have been doing it in the past but it 
was just too expensive to do it—and we got 
down to the $1 amount, I had complaints at 
that time and then we started putting the 
notice in with the first Old Age Pension 
cheque. Really, I have not had that many 
complaints about this. There are some every 
year where somebody all of a sudden has to 
pay interest. You get complaints, for example, 
from somebody who says: I have bond inter- 
est, I do not get it until November, but I have 
to pay quarterly instalments. But I do not 
think that you can take care of every situa- 
tion. 


The Chairman: I am sorry, Mr. Gilbert, I 
thought perhaps you had made your point. 


Mr. Gilbert: The Carter Commission makes 
a recommendation with regard to capital 
gains with certain exceptions. Now, we have 
many examples of capital gains these days 
and in some cases you determine the gain as 
income. If I remember correctly—it is some 
time since I have had a look at the Act—I 
think it is income if it is within the ordinary 
course of business? 


Mr. Sheppard: I think that may have been 
depending on the nature of the trade. 


Mr. Benson: Yes, depending on the nature 
of the trade. 


Mr. Gilbert: I would like to know how you 
determine income with regard to a person 
who has a job and who is participating in 
some real estate deals, and also participating 
in some stock transactions? 


Mr. Benson: First of all, generally speaking 
we do not tax stock transactions unless a 
person is a broker or something and is in the 
business of it; so the person casually buying 
stock we do not tax. 

Of course, these are all matters of law; they 
are not matters for our determination and we 
end up at the Income Tax Appeal Board with 
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a good many, but we usually take a look at 
the intention of the person involved. If four 
or five fellows go out and buy a piece of real 
estate and subdivide it, then they are in 
business and we tax them. But each case has 
to be looked at on its own and indeed I think 
that you will find a great many decisions both 
ways before the Income Tax Appeal Board, 
because the taxpayer disagrees with our 
treatment or we disagree with what he has 
done, and it ends up at the Appeal Board. It 
is a very difficult area. The most difficult area 
is determining what is income and what is 
capital gain. Mind you, a capital gains tax 
does not make it any different if you have a 
differential rate such as they have in the 
United States; they still have the problem 
because a person wants it to be a capital gain 
instead of income because there is such a 
tremendous differential in tax rates. It is one 
of the most perplexing problems and one that 
I think will be with us; I think it is very 
difficult to get rid of. 


Mr. Gilberi: Just how would you know a 
person is participating in real estate transac- 
tions if he does not declare it? 


Mr. Benson; It is recorded at the Registry 
Office. Where we are looking at a particular 
taxpayer and he seems to have a lot of in- 
come, or we have some reason to look into it, 
then of course we can go and check with the 
Registry Office and see what property has 
changed hands. 


Mr. Macdonald (Rosedale): Do you have 
someone fishing all the time in the Registry 
Offices? 


Mr. Benson: No, we really do not. We look 
at specific cases, but we have no fishing offi- 
cers. 


The Chairman: Just casting. Do you have a 
further question, Mr. Gilbert? Mr. Irvine. 


Mr. Irvine: Mr. Chairman, I would like to 
ask the Minister a couple of questions here. 
He mentioned a moment ago that they are 
using some computers in some of their work 
in the offices. I would like to know if these 
computers are mainly purchased or rented? 


Mr. Benson: Of the computers we have at 
Head Office, which are the big ones, we have 
a small one rented and the rest are all pur- 
chased. 


Mr. Irvine: They are all purchased? 


Mr. Benson: We own them, yes. 
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Mr. Irvine: On page 374, down near the 
bottom, we have “Office Stationery, Supplies, 
Equipment and Furnishings”, of which there 
has been an increase there of very nearly 
$400,000 this year over last. Does that repre- 
sent some computer equipment? 


Mr. Benson: Some of it might, but one of 
the things we are doing which is going to end 
up saving us a lot of money is that we are 
changing the filing system in all the District 
Taxation Offices where there were drawer 
files and people spent a tremendous amount 
of time pulling these drawers out. One of the 
things we are doing is that we are converting 
from that to an open type of filing which we 
first of all entered into on a test basis. It is 
now in Toronto, in the biggest Tax Office we 
have, and we are putting it in our other 
offices across the country. 

I can tell you what the whole amount is: 
Office machines and equipment, $46,000; re- 
designing public forms, $119,000; stationery 
and supplies, $131,000; internal forms, $65,- 
C00; subscriptions, $54,000; furniture and fur- 
nishings, $140,000. That makes $555,000. Then 
there is new data processing equipment which 
is going to be a rental—a new machine we 
are getting—$323,000. 


Mr. Irvine: Then, five or six items below 
that it says ‘‘Acquisition of Equipment... 
$77,500. 


The Chairman: That seems to have gone 
down. 


Mr. Benson: Oh, I am sorry, the figures I 
gave you were wrong; you are under Customs 
and Excise. 


Mr. Irvine: Am I? 
Mr. Benson: Yes. 


Mr. Irvine: Oh, yes. Well, then, I am down 
under the Customs vote. 


Mr. Benson: Well, I am sorry about that 
because I was reading the taxation figures for 
Customs and Excise. 


Mr. Irvine: This still goes along with my 
line of thinking on this. On the next page, 
375, in spite of the fact that we are using 
more computer equipment than we have in 
the past, and it is normal that we should, how 
do you justify the fact that there is an in- 
crease of approximately 6 per cent in the 
manpower of the Department—the personnel? 


Mr. Benson: There are reasons for this. 
First of all we have taken on the Canada 
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Pension Plan, which involves additional man- 
power. Secondly, the number of taxpayers in 
the country is going up all the time. Now, a 
computer does not do everything; we will 
have to do the initial assessing at the Data 
Centre. Then, where there are errors in the 
returns, or questions to be asked they have to 
be sent out to the district offices to be looked 
into. But I think the basic reason is the addi- 
tional task we have undertaken with the 
Canada Pension Plan, and we do recover our 
expenditures in this regard from the Canada 
Pension Plan as such. 


© (11.30 a.m.) 


Mr. Irvine: What would be roughly the 
increase in the number of taxpayers this year 
over a year previously? Do you have the 
rough figures? 


Mr. Benson: About 10 per cent. 


Mr. Irvine: About 10 per cent. Then your 
increase here is lower than the increased 
number of taxpayers. Thank you very much. 


The Chairman: Mr. 


have a question? 


Mr. Macdonald (Rosedale): Since the 
Canada Pension Plan came into operation, has 
the number of returns filed exceeded the ex- 
pected increase in the returns? In other 
words, has there been a sudden flood of rate 
of returns as a result of the Canada Pension 
Plan? 


Mr. Benson: It is a little higher this year. 
There are some people who have never filed 
returns before who are filing now, but I could 
not give you the figures. 


Macdonald, do you 


Mr. Lambert: Is it an incentive? 


Mr. Benson: It is an incentive to get into 
the Canada Pension Plan. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Mr. Benson, I was wondering if 
there have been any steps taken towards in- 
cluding as deductable items the cost of certain 
categories of workmen’s tools. I have in mind 
machinists’ tools, carpenters’ tools, which are 
very expensive? 


Mr. Benson: This is, of course, a question of 
policy which is not basically the responsibility 
of my Department. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Yes. 


Mr. Benson: But I could tell you, Mr. 
Cameron, that this matter has been raised 
and discussed every year that I have had 
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anything to do with the making of a budget, 
but it is a very difficult matter to deal with, 
because once you break through—you know, 
you get down to the stage where the fellow 
has to buy his own briefcase or his own 
pencils... The Carter Commission does have 
some suggestions in this regard. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I know that. 


Mr. Benson: But, I can assure you that it is 
a problem, a perplexing problem, that is con- 
sidered every year, but you do not know 
where to stop. It is very difficult. I have a 
great deal of sympathy with, for example, a 
mechanic who has to buy his own tools. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): A mechanic’s tools are really expen- 
Sive. 


Mr. Benson: But the amount of work in- 
volved in trying to deal with the relatively 
few number of taxpayers I guess is the reason 
that Ministers of Finance over the years have 
not decided to do this; along with the prob- 
lem of getting—you know, a foot in the door 
sort of thing, and where do you end. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Right. 


Mr. Benson: You know, you have to have a 
suit to be a Member of Parliament to be in 
the House of Commons. Where do you end 
this? 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Is there no way of categorising it by 
value? 


Mr. Benson: Well, Carter has this again. It 
is something that is going to be said in the 
future. It has to be, because it is a problem, 
particularly with mechanics and plumbers. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): A lot of the tools are getting more 
and more expensive now. 


Mr. Benson: That is right. 


The Chairman: There are also such things 
as travelling allowances for construction 
workers and a number of areas. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Yes, a number of things in that area. 
In many cases in my own area, for instance, 
the change in the logging industry has neces- 
sitated loggers having a car and operating a 
car, and it does seem to me they have as 
much right to that as a doctor or anybody 
else. 
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Mr. Benson: Yes. It is a very difficult area, 
really, and it is one that Carter looked into, 
has made some recommendations, and the 
government will ultimately have to decide 
what it does in this area. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Thank you, that is all. 


The Chairman: I have no further names on 
my list and I wonder if I might—I am sorry, 
Mr. More? 


Mr. More (Regina City): I was just wonder- 
ing; at the top of page 376: “Telephones and 
Telegrams” has an increase of more than 50 
per cent, and “Informational Services” an in- 
crease of nearly $200,000. 


Mr. Benson: One of the things we have 
done in “Telephones and Telegrams” is to 
instal a system this year which has worked 
out very well, whereby people in outlying 
areas can phone the district taxation office to 
which they report through a Zenith line and 
get taxation information. We used to have a 
system of sending people out to small towns 
and setting up an office there. We found this 
did not work very well because the offices 
were not used to that extent and we had two 
or three employees just sitting there. So we 
started using Zenith lines, where you can dial 
in free, at least in some areas; then we intend 
to expand this in the future and get taxation 
information from the district taxation Office. 


~ Now, under the ‘Informational Services’’, it 
is the advertising that we programmed that 
we have been building up in order to try to 
get better taxpayer compliance and better re- 
lationship with the public. We have. been 
building that up over the past several years, 
and personally, I think it has been very 
successful and people are developing a little 
different attitude towards dealing with the 
taxpayer. And part of the advertising is 
Canada Pension Plan which will be re- 
coverable—$225,000. 


Mr. More (Regina City): That is what I was 
going to ask you if that was, in fact, a non- 
recurring item because of the Canada Pension 
Plan. 


Mr. Benson: Well, there is $225,000 of it 
which may be recurring, but it is recoverable 
from the Canada Pension Plan. 


Mr. More (Regina City): Yes. 


Mr. Lambert: I have a supplementary ques- 
tion on that point. Have you thought in the 
formulation of your estimates, since you al- 
ready indicated it is recoverable from Canada 
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Pension, that you could extract from your 
true estimates all those items that are at- 
tributable to the Canada Pension Plan and 
block them out, as such, so that we can tell 
what Canada Pension Plan is costing? 


Mr. Benson: It is blocked out only to the 
extent of a lump sum on page 376 where it is 
$938,000. We have picked out from the vari- 
ous items the amount that will be recovera- 
ble, and a total $938,000 and there is no rea- 
son why I could not supply members of the 
Committee, if they wish it, with details of the 
items we have picked out. 


Mr. Lambert: Yes, you block it out there, 
but then there is another item on page 377: 
“Less the amount recoverable from the 
Canada Pension Plan”’’. 


Mr. Benson: Yes, that is the district offices. 


Mr. Lambert: I think it would be interest- 
ing to know just what the Canada Pension 
Plan is going to cost without having to go 
combing through the estimates here and there 
and picking up these little items. This is 
merely if there could be a summary of all the 
expenses of the Canada Pension Plan so that 
you could make a reasonably intelligent 
assessment, or get the information... 


Mr. Benson: Yes. The Canada Pension Plan 
requires an annual report, and the total cost 
of the Canada Pension Plan will not come 
from just my Department, because there will 
also be Health and Welfare who are adminis- 
tering the benefits side, and they will certain- 
ly show up in the annual statement of the 
Canada Pension Plan. 


Mr. Lambert: Yes, but that is always one 
year behind, Mr. Minister. You know how 
these annual reports get in. In 1967 you are 
considering the report that is filed for March 
31, 1965, and when someone... 


Mr. Benson: Well, certainly we will take a 
look at it and consider your suggestion. 


The Chairman: Mr. More, have you any 
further questions? 


Mr. More (Regina City): I have one ques- 
tion. I notice that Mr. Sheppard in his initial 
statement refers to “the highly-trained audit- 
ing staff of the Deparment.” In view of the 
new bargaining procedures adopted and a 
lumping together in classification, what prob- 
lems have you faced in this in regard to your 
auditing staff? I have heard rumbles and ru- 
mours that there is dissatisfaction because 
they are lumped in with other people in other 
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categories, and the sophistication of their 
work and their knowledge is on a much high- 
er scale. 


Mr. Benson: They have not done the asses- 
sory group yet; the reclassification has not 
been done there. It may be fears in anticipa- 
tion, I think. 


Mr. More (Regina City): Well, I have had 
intimation then that there are fears in antici- 
pation. 


Mr. Benson: Generally, I would say, the 
reclassification is done by the Civil Service 
Commission, under which, as you know, the 
Bureau of Classification has been, although 
under the new law it becomes the responsibil- 
ity of the Treasury Board. But, I think the 
job that has been done has been reasonably 
good in the areas where they have carried out 
reclassification. The reason for reclassification 
is simply so that we can get into collective 
bargaining, and also perhaps it was overdue 
in the Civil Service. I should also point out 
that we do not end up, through reclassifica- 
tion—have not in the groups that have been 
reclassified—paying in less money. The re- 
classification ends up adding about 3 per cent 
to our pay roll. There may be individual cases 
which have had to be... 


Mr. More (Regina City): As I understand, 
anyone in business has men from different 
federal departments calling on him—there is 
a classification of Treasury Officers, and 
Officers coming. And I know from experience 
that in the case of your department auditors 
in regard to taxation, their knowledge and 
needs are far greater than for someone com- 
ing round to check a stamp book, for instance. 
And yet I understand that there are rum- 
blings of classification that take the two 
groups into one in spite of the difference in 
their importance. 


Mr. Benson: I have not run into this at this 
point, and I think it is probably the fear of 
what might happen. People may be in the 
same group for collective bargaining, but that 
does not mean necessarily that they have the 
same classification because in each group you 
have all sorts of classifications but what you 
try to do is to get down to about 70 groups so 
that it will be possible to deal with them over 
a period of two years, which your normal 
agreement would run. I hope that their fears 
are unfounded. 


Mr. More (Regina City): 


The assessors 
groups have not been classified. 
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Mr. Benson: They have not been reclas- 
sified to my knowledge. 


The Chairman: Have you finished, Mr. 
More? Mr. Macdonald. 


Mr. Macdonald (Rosedale): I wanted to ask 
some questions not only about the Tax Ap- 
peal Board, but also about the cases that do 
not go to the Tax Appeal Board. I do not 
know whether I should... 


The Chairman: Well, they are two sepa- 
rate... 


Mr. Macdonald (Rosedale): The first part 
now? Obviously the cases that do not go to 
the Tax Appeal Board are not on the Tax 
Appeal Board estimates. I do not want to be 
foreclosed on that question. 


The Chairman: No. I think I would consid- 
er that they are related to the general ques- 
tions of appeal and that we could deal with 
them more conveniently under the Tax Ap- 
peal Board. I wonder if I might raise one or 
two matters briefly with the Minister and his 
officials. I notice that in the charts you filed 
here the other day, you have an Assistant 
Deputy Minister of Planning and Research 
and various subgroups under him, Policy and 
Legislation, Program Planning and Evalua- 
tion, Operations Research and Statistics and 
Systems Research, and I am pleased to see all 
this. My question is: what contacts do the 
people in this section have with scholars who 
work in the field of taxation policy and re- 
search and so on? 


Mr. Benson: I think I would ask Mr. 
Sheppard to answer this. 


Mr. Sheppard: Mr. Chairman, this group is 
in the process of being developed and it will 
be composed of people from our own staff 
who have had practical experience in this 
line, and we also expect that we will have to 
supplement it with some well-trained people 
and people from the outside. The Operations 
Research and Statistics is one section where 
we may have to do that. And in the Policy 
and Legislation, we may have to supplement 
it with others in that field. 


The Chairman: This is not in full operation 
yet? 

Mr. Sheppard: Not yet, no. 

The Chairman: Just to digress a moment, 


does this apply to any of the other headings 
in this chart? The chart gives the impression 
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that they are all in operation. Perhaps we 
should know whether some of them are still 
in the evolutionary stage. 


Mr. Sheppard: In the Minister’s statement, 
to begin with, he explained that this was a 
program which had been started only this 
year, and which is not fully developed yet. 
The Operations section is one that is also not 
quite as far developed as the Compliance 
Branch. Now the Compliance Branch mainly 
brings together a number of the things which 
were formerly in the Assessment Branch and 
the Administration Branch, so it is further 
ahead in this development than the other two. 


The Chairman: With respect to the Plan- 
ning and Research end—and I think personal- 
ly that it is very constructive to see this 
highlighted—is it contemplated that there will 
be regular consultation with people in univer- 
sities who are doing studies and research in 
these areas, or will you be hiring people on 
contract or opening positions for people with 
senior degrees in these fields and the main 
fields of economics? 


Mr. Sheppard: Mr. Chairman, we will be 
doing both. We will be hiring people and we 
will also be engaging consultants when neces- 
Sary. 


The Chairman: I was impressed with the 
brief looks I have had over the recent years 
at the relationship between universities and 
business, and the labour movement, for that 
matter, with Government in the United 
States, and I was wondering to what extent 
appropriate contacts are going to be made 
involving this section in the Department? 
This relates particularly to university people. 


Mr. Sheppard: Yes. Well, we will certainly 
have a look at that, Mr. Chairman. 


The Chairman: The next point is that 
when we were looking at the Dominion Bu- 
reau of Statistics it was intimated that the 
Minister would make some brief comments to 
provide reassurance in the matter of secrecy 
of returns. Perhaps it might be useful to do so 
at this point. 


Mr. Benson: I answered a question on this 
in the House, as a matter of fact. The secrecy 
provisions are maintained. We have to supply 
information to certain branches of govern- 
ment. We assure ourselves in doing so that 
their secrecy provisions are as good as or 
better than ours. We do not supply informa- 
tion to anyone to whom we are not required 
to supply it by statute, so that people’s tax 
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returns are not floating around, and so on. 
DBS do get information on personal tax re-~ 
turns. The information we provide is general- 
ly block information without the person’s 
name on it. Under the Act they have the right 
to look at corporate tax returns but their 
secrecy provisions are equally as stringent as 
ours. 


The Chairman: If the Committee agrees it 
might be useful to reprint the answer to that 
question as an appendix. 


Mr. Benson: Yes; I am sorry I do not have 
it with me. The question was answered and is 
in Hansard. 


The Chairman: Would this be of interest to 
the Committee? 


Some hon. Members: Agreed. 


@® (11.45 a.m.) 


The Chairman: I have one final point. This 
may come more conveniently under the Tax 
Appeal Board heading but I will just raise the 
point here. To what extent is the correction 
way favourable to the taxpayer, either 
through administrative action or otherwise, 
applied automatically to others in the same 
situation? 

I will give you a concrete example so it will 
be clear. It came to my attention that the 
Department at one stage was attempting to 
tax as income a prize won in a contest run by 
a certain employee’s company, but after look- 
ing into the matter further they relented and 
said that this really was not income connected 
with employment in spite of the source of the 
prize. Then it turned out that a number of 
other people working for the same company 
had won prizes in the same contest. Now, 
would these people get the benefit of this 
reconsideration automatically? 


Mr. Benson: It is very difficult to determine 
how many people are involved, but certainly if 
we have made a decision and there are other 
cases which have been questioned for the 
Same reason we apply a favourable decision 
automatically there as well. But you might 
find, for example, that some of the other 
people had not reported it as income and it 
had never been questioned. It is very difficult 
to find them all. In every case where we 
make a change we cannot go to the employer 
and dig out all the information, but certainly 
if we were in the process of assessing them 
for the prize, we would cancel it if it were 
similar. And most people would not have re- 
ported it in the particular circumstances you 
have mentioned. 
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The Chairman: In this particular case—and 
this probably happens more and more fre- 
quently because more people work for 
firms—you must have asked the employer for 
some type of information return or directed 
him to issue additional T4 slips covering the 
prize. . 


Mr. Benson: Some of the prizes that people 
get from firms are taxable because they are 
sales incentives, really. Others are not taxa- 
ble, such as the particular case that you men- 
tioned. 


The Chairman: In this particular case T4 
slips were issued at the direction of the com- 
pany and later on, after looking into it—I will 
not identify here the source of your having to 
look into it; it may be obvious—you did de- 
cide that this really was not linked with in- 
come from employment under the terms of 
the law. 


Mr. Benson: Well, certainly if we were 
assessing anybody else in the same regard 
and if we knew of it we would certainly 
adjust it. 


The Chairman: Are there any further ques- 
tions or comments? Mr. Irvine? 


Mr. Irvine: Item 5 might not be the right 
place but I would like to ask the Minister a 
question or two. We discussed this in the 
House once after I was speaking and it con- 
cerns information that I had received about 
the federal superannuates. I believe it is 
obligatory that the Minister—I believe it is 
the Minister of National Revenue—report to 
the House once a year on the amount and 
disposition of this fund. Am I correct? 


Mr. Benson: That is the responsibility of 
the Minister of Finance. 


Mr. Irvine: It is the responsibility of the 
Minister of Finance? But does this not come 
under your domain in some way? 


Mr. Benson: The only connection I have 
with it is not as the Minister of National 
Revenue but as President of the Treasury 
Board. 


Mr. Irvine: Yes. Now, I understand—and I 
may be wrong because I received this infor- 
mation from another source about which I 
told you—that there is a surplus in their fund 
now of something close to $2 billion. Is 
this correct? 


Mr. Benson: There is about that amount in 
the fund; it is not a surplus. 
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Mr. Irvine: It is in the fund but it is nota 
surplus? 


Mr. Benson: No. It is actuarily required to 
meet the pension obligations of the fund. 


Mr. Irvine: And is this transferred to the 
national Consolidated Revenue Fund? 


Mr. Benson: No. 
Mr. Irvine: It is not. 


Mr. Benson: No. Now when you are talking 
of the Consolidated Revenue Fund, you are 
talking about bank accounts. It is in the gov- 
ernment’s bank account or it is in its cash 
availability, but it is not taken into revenue. 
It is treated as a separate fund and the gov- 
ernment pays interest on it, but the govern- 
ment has the use of the money for the 
payment of its interest. It does not go into 
revenue as such. 

The difference here is that the Consolidated 
Revenue Fund has all the cash in it. Some of 
it comes through revenue and some comes 
from other sources, borrowing and so on, and 
that is a little confusing I think to some 
people, but we certainly do not take the 
money into revenue. 


Mr. Irvine: A statement was made in the 
House some time ago—I believe it was your 
Department— that a review of these pensions 
was going to be made. 


Mr. Benson: It is being done right now. 

Mr. Irvine: It is being done right now? 

Mr. Benson: I was working on it this morn- 
ing. . 

Mr. Irvine: It will be reported, I presume, 
to the House. 

Mr. Benson: In due course, I would hope. 

Mr. Irvine: Thank you very much. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): May I ask Mr. Benson a question on 
that? 


The Chairman: Yes. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): You spoke of the government paying 
interest on these funds. What rate do you pay 
and does it vary? 


Mr. Benson: No; it is a fixed rate. I think it 
is three per cent or four per cent. I do not 
have the figures, but it is a fixed rate. We 
took a look at using a varying rate and we 
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found that if you went back over the last 
thirty years a varying rate would have been 
about the same as a fixed rate. I just do not 
have the interest rate in my mind at the 
present time. 


Mr. Irvine: Perhaps I could ask a supple- 
mentary on that, Mr. Chairman. If there is 
now $2 billion amount in the fund, what was 
the annual pay-out for this year and last 
year? Have you any idea? 


Mr. Benson: I can not tell you at this point. 
I can certainly get the information for you 
and I should be pleased to do so. 


Mr. Irvine: I would appreciate it. The in- 
formation I get is that more money in interest 
is accruing than is being paid out. I have no 
answer for it. 


Mr. Benson: I can get the information for 
you, but I should make quite clear is that this 
is an actuarial fund. When I first became part 
of the government there was a deficit in this 
fund. We are required to get a report of the 
amount that must be in the fund from the 
actuaries of the federal government; we build 
this and we must make up any difference. 
There was an actuarial deficiency which we 
have picked up now. But the fund is an 
actuarial fund. It is what is required to be in 
the fund to look after the pension obligations 
that the government has contracted for. 


Mr. Irvine: I think you know the informa- 
tion that I wish and I would like to have it. 


Mr. Benson: Yes. I will get that. 


The Chairman: I think I should interrupt 
because while there is no reason why we 
should not have a certain latitude actually 
neither this fund nor the Minister’s responsi- 
bility as President of the Treasury Board are 
strictly speaking before us at this time. 
Perhaps we should not try to go into this very 
important question in too much detail at the 
moment. Shall Item No. 5 carry? 


Item No. 5 agreed to. 
The Chairman: I now call Item No. 10. 


Tax Appeal Board Administration Ex- 
penses $193,400. 


Mr. Macdonald (Rosedale): Mr. Minister, I 
wonder whether I could get some figures on 
the operations of the board? I could just put 
the questions if you do not have the figures. 


Mr. Benson: I have a monthly report on it. 
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Mr. Macdonald (Rosedale): I would like the 
figures for a recent period, say for the last 
fiscal year available, on the number of ap- 
peals to the Board and the party initiating the 
appeal, either the Crown or the taxpayer. 


Mr. Benson: I can get that information for 
you. 


Mr. Macdonald (Rosedale): If I can just put 
it in a series of questions— 


Mr. Benson: I should say that there are no 
appeals as such by the Crown to the Tax 
Appeal Board. 


Mr. Macdonald (Rosedale): The Crown nev- 
er proceeds from a dispute with the taxpay- 
er? 

Mr. Benson: The first hearing is at the 
Income Tax Appeal Board. 


Mr. Macdonald (Rosedale): So at the Tax 
Appeal Board level the appeal is always by 
the taxpayer. How many Board decisions are 
appealed to the court by the Crown and the 
taxpayer respectively? Also, how many of 
those decisions go from the Exchequer Court 
to the Supreme Court of Canada, and at 
whose initiative? 


Mr. Benson: I can certainly get that infor- 
mation. I do not have it here, but I will get it 
for you. 


Mr. Macdonald (Rosedale): Can you also 
tell me how many cases by-pass the Board 
altogether? In other words, cases that go 
direct to the Exchequer Court and by-pass 
the Board. 


Mr. Benson: There are a reasonable num- 
ber of these. 


Mr. Macdonald (Rosedale): When you say 
that there have been no cases appealed by the 
Crown to the Board does that apply equally 
to cases started off ab initio in the Exchequer 
Court? Does the Crown never start a tax case 
on its own initiative? 


Mr. Benson: We do not start tax cases on 
our own initiative. We have to assess, and 
that is the document that goes to the court. It 
is then the taxpayer who appeals to the court. 
Now, sometimes if we get a decision from the 
Income Tax Appeal Board which we think is 
dangerous to the administration of the tax 
law, we appeal to the Exchequer Court. I will 
give you the figures on these. 


Mr. Macdonald (Rosedale): But you would 
not start a case off ab initio in the Exchequer 
Court any more than you would start a case 
off ab initio before the Appeal Board. 
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Mr. Benson: No, we assess and the taxpayer 
goes. 


Mr. Macdonald (Rosedale): I am concerned 
about the inequity of compelling some tax- 
payers—individuals of limited means, essen- 
tially—to go on to further court proceedings 
in a test case where there is a doubtful ques- 
tion of law. In other words these taxpayers 
are the guinea pigs for the Crown in the 
administration of its own tax laws. 


Mr. Benson: This is a little bit of a prob- 
lem. There are not many cases of this kind 
where we are pleased to get a judicial deci- 
sion. I think in a few cases in the past—and 
they. are very few; I cannot think of any 
offhand since I have been Minister—the 
Crown has picked up the legal fees involved 
in such cases. One of the other things we 
have done, of course, is to make legal fees 
deductible for tax purposes, so now if a per- 
son goes to court at least he can claim the 
deduction of legal fees for tax purposes. 


The Chairman: Perhaps I could ask you a 
question, Mr. Macdonald. Do you know 
whether or not this type of thing is 
covered by the Ontario legal aid scheme? 


Mr. Macdonald (Rosedale): It strikes me 
that the Ontario legal aid scheme would not 
apply almost by definition because the people 
to whom it applies probably would not have 
taxable incomes. 


Mr. Benson: Mr. Macdonald, I should refer 
you to Appeal Statistics in the $21 million a 
day which gives the 1965 figures. There were 
6,838 Notices of Objection filed and 494 for- 
mal appeals made to the Tax Appeal Board. 
So that means the majority of them were 
cleared up. Eighty-eight were made direct to 
the Exchequer Court of Canada; 95 appeals 
from the Board’s decision were made to the 
Exchequer Court and 26 appeals from the 
Exchequer Court decisions were made to the 
Supreme Court of Canada. That is in 1965. I 
will give you up-to-date figures though; I 
have them. 


Mr. Macdonald (Rosedale): Do you have 
any reason to believe in relation to the tax- 
paying population as a whole that there has 
been any greater percentage increase than 
you would have expected? 


Mr. Benson: No. One of the things I men- 
tioned in my opening statement is that the 
Appeal Board has been carrying on and I get 
a monthly report. They have not been build- 
ing up a backlog but there seems to be about 


27106—2 


Finance, Trade and Economic Affairs 


143 


the same number of cases that have not been 
cleared up all the time and I am suggesting 
that they will be requesting the government 
to increase the size of the Appeal Board. 


Mr. Macdonald (Rosedale): One of the ra- 
tionales of having the Board is that a person 
can have access to it for a very small fee. I 
think it is $15, or is it up to $25 now? 


Mr. Benson: It is $15 which is refundable if 
you win. 


Mr. Macdonald (Rosedale): But that does 
not take into account that in a very technical 
area of the law anybody who is going to take 
the proceedings will require counsel, and I 
was wondering whether any consideration 
had been given for the benefit of individuals 
of limited means to having something like the 
veterans’ advocate service which is available 
to the Canadian Pension Commission. A high 
counsel fee can be as effective a deterrent as 
other high legal fees under any circum- 
stances. 


Mr. Benson: I should point out something 
that no doubt you are familiar with; the Tax 
Appeal Board operates very informally. You 
do not have to have a counsel to go to the 
Tax Appeal Board, but people who have very 
technical problems invariably do take coun- 
Sel. 


Mr. Macdonald (Rosedale): I think you 
would acknowledge that the Tax Appeal Board 
increasingly has come to resemble a court 
with more frequent use of counsel and it 
seems that the problem of a counsel fee can 
become a deterrent to a taxpayer of limited 
means seeking redress in the courts. 


The Chairman: Is not the government al- 
ways represented by counsel at the Tax Ap- 
peal Board? 


Mr. Benson: We are. 


® (12.00 noon) 


The Chairman: Well, you must find it use- 
ful. 


Mr. Macdonald (Rosedale): Just to go back 
to the question of the inequity of compelling 
a taxpayer to proceed to the courts merely for 
the purpose of establishing a principle for 
departmental use, to what extent does the 
taxpayer’s means enter into the Department’s 
consideration of whether to compel the appeal 
or not? 


Mr. Benson: We try not to go through the 
courts in any more cases than we have to, to 
determine the law. We try to use the best 
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legal advice we have to determine the law 
and I think the fact that out of 6,800 Notices 
of Objection only 494 got to the Income Tax 
Appeal Board indicates that most. of these 
problems are straightened out between the 
individual and the taxpayer. I am certainly 
interested in your suggestion that perhaps we 
should provide fees in cases where the tax- 
payer cannot afford to appeal. I think I am 
right that we have done so in the past in a 
few cases of the type you are talking about. 


Mr. Macdonald (Rosedale): Of those 494 
cases, how many would involve individuals 
and how many corporations? Do you have 
any idea? 


Mr. Benson: I have no idea. I can get the 
information but I do not have it here. 

Most of them would be individuals, appear- 
ing at the Tax Appeal Board. Many of the 
corporations go to Exchequer Court directly. 


Mr. Flemming: Can the Minister tell us 
how much time elapses between the filing and 
the hearing and disposition of an appeal? 


Mr. Benson: The time within which the 
Minister must reply to a Notice of Objection 
is laid down by statute, of course. 


Mr. Flemming: Yes. 


Mr. Benson: What happens is that some- 
body files a Notice of Objection, and the 
District Office, which thas notice of this im- 
mediately, will talk to the taxpayer if he has 
not already talked to them, about the matter 
on which he has filed the Notice of Objection. 
The weather may be cleared up at that level. 
If not, the file is sent to the Head Office 
where it is reviewed, and the decision made 
at the District Office may be reversed in fa- 
vour of the taxpayer and withdrawn, or some 
common ground reached with the taxpayer. 


The taxpayer has every right to deal with 
officials at the Head Office when his file has 
been moved for purpose of review. 


Mr. Flemming: How long is the time lapse, 
generally speaking? Is it four or five months? 


Mr. Benson: We try to deal with them 
within three months. 


Mr. Flemming: That was really the infor- 
mation I wanted. 


Mr. Benson: Sometimes they are difficult 
cases. 


Mr. Flemming: I appreciate that. 
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Mr. Benson: There are some outstanding 
now. There is one before the Income Tax 
Appeal Board that has been outstanding for 
several years. In big, complicated cases it 
sometimes takes time to get the evidence 
that you require to go to court. 


Mr. Flemming: I am really enquiring about 
the procedure. Thank you, Mr. Chairman. 


The Chairman: You are going to provide 
some statistics for Mr. Macdonald. If it is 
convenient to do it, perhaps we could have 
these figures published as an appendix to to- 
day’s proceedings. Is that satisfactory to you, 
Mr. Macdonald? 


Are there any further questions or com- 
ments on the Tax Appeal Board? 


I might just ask one brief question. In the 
case of a decision by the Tax Appeal Board 
or the Exchequer Court favourable to the 
taxpayer in a particular case what is the 
policy with respect to applying its provisions 
automatically throughout the Department? Is 
there any tendency to have a situation in 
which, despite a decision in a case ostensibly 
covering the same facts, you would take a 
position whereby the taxpayer has again to 
take his case to the top? 


Mr. Benson: No. When we get decisions in 
the Exchequer Court we do not usually go 
back over other files voluntarily. However, on 
occasion, if it is an important decision or 
affects a considerable amount of money, we 
will if we know of cases where individuals 
have perhaps filed similar Notices of Objec- 
tion. 

Of course, all our officers become acquainted 
with the decisions of the Tax Appeal Board 
and the Exchequer Court and use them for 
guidance. In the instruction manual for our 
assessors we also reproduce information from 
these decisions. 


The Chairman: And this applies to deci- 
sions of the Tax Appeal Board and the Ex- 
chequer Court? 


Mr. Benson: Yes. Of course, I should make 
it clear that there may be Tax Appeal Board 
decisions which we decide to appeal. 


Mr. Macdonald (Rosedale): How long do 
you have to make that decision? 


Mr. Benson: We do not wait very long. I 
think we have 90 days under the law to 
appeal it. 


Mr. Macdonald (Rosedale): Assuming that a 
taxpayer has succeeded either before the 
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Board, or, ultimately, before the Court, does 
the Department then use the argument with 
the other taxpayers that the money they 
previously paid was paid through an error of 
law and therefore is not refundable to them, 
even though the taxpayer and the Govern- 
ment made the same mistake? 


Mr. Benson: It works both ways. I think 
one would have to look at specific situations, 
Mr. Macdonald, I do not think there is a 
general rule that as a result of Tax Appeal 
Board decision we will search our files to find 
similar cases. 


Mr. Macdonald (Rosedale): What happens if 
another taxpayer says that he was assessed 
last year on a ground that the Supreme Court 
now says was wrong in law, and asks for a 
refund of the overpayment? 


Mr. Benson: I may not be correct in this, 
but I think that decisions in Court do not 
always work retroactively. The decision of 
the Court is made and from that point you 
change your method of handling the par- 
ticular problem. 


Mr. Macdonald (Rosedale): Surely the deci- 
sion of the Court is only to declare the law as 
it has always been, not to apply it retroac- 
tively. 


The Chairman: Some people think that that 
is an outmoded theory and that courts are 
policy-making bodies. It is an interesting ar- 
gument but one we should not get into here. 


Mr. Macdonald (Rosedale): I have one final 
question. Do you refund to the taxpayer his 
legal costs in the same way as in a civil court 
where he would get some portion of his legal 
costs, including his counsel fees? 
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Mr. Benson: In the Exchequer Court costs 
are awarded. 


Mr. Macdonald (Rosedale): What is the 
situation on costs before the Tax Appeal 
Board, apart from the $15? Do you give him 
any part of his counsel fees? 


Mr. Bension: No costs are awarded before 
the Tax Appeal Board. 


Mr. Sheppard: Mr. Chairman, may I modify 
one thing? The taxpayer must, within 120 
days, appeal any decision of the Tax Appeal 
Board to the Exchequer Court. 


Mr. Benson: I said 90 days. 


Mr. Sheppard: Well, I gave you the 90 days. 
I am sorry. 


The Chairman: Are there any further ques- 
tions or comments on the Tax Appeal Board? 
If not, I shall ask if item 10 carries? 


Some hon. Members: Agreed. 

Item 10 agreed to. 

The Chairman: Item 1 was stood for any 
final questions or comment. If there are no 
further questions I shall ask if item 1 finally 
carries? 

Some hon. Members: Agreed. 

Item 1 agreed to. 

The Chairman: Is it agreed that I report 


to the House the Estimates of the Department 
of National Revenue? 


Some hon. Members: Agreed. 


The Chairman: I wish to thank the Min- 
ister and his officials for what, I think you 
will agree, has been a most useful exchange 
on the operations of this key department. 
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APPENDIX C 


HOUSE OF COMMONS 
Question No. *52 
Wednesday, May 24, 1967. 


INQUIRY OF THE MINISTRY 


Mr. McCleave: To which departments or 
agencies of government does the Department 
of National Revenue make available informa- 
tion from income tax returns? 


FOR TAXATION DIVISION 


The honourable E. J. Benson (Minister of 
National Revenue): Listed hereunder are the 
Government departments or agencies author- 
ized to obtain information from the income 
tax returns. In each case, the authority grant- 
ed the department or agency contains, implic- 
itly or otherwise, the obligation to preserve 
the secret nature of the information derived 
from the returns. A general authority for 
communicating information to these author- 
ized persons is provided in Section 133(4) of 
the Income Tax Act. 


(1) Foreign Governments 

There are fourteen foreign governments 
with which Canada has reciprocal agree- 
ments. The general reason stated in the vari- 
ous tax agreements is that Canada, upon re- 
quest, should exchange information as is 
necessary for carrying out the provisions of 
the agreement or for the prevention of fraud 
or for the administration of statutory provi- 
Sions against legal avoidance in relation to 
the taxes which are the Subject of the agree- 
ments. 


Canada also has a specific reciprocal agree- 
ment with the United States of America un- 
der Article XX to furnish the hames and 
addresses of persons resident in the United 
States deriving income from sources in 
Canada. 


(2) Department of Health & Welfare 

For administering the Monthly Guaranteed 
Income Supplement, especially in verifying 
income from a particular source of an appli- 
cant or beneficiary or the Spouse of such 
applicant or beneficiary, and for administer- 
ing the Canada Pension Plan. 


Authority: @ Old Age Security Act, Part 
III, Section 17, Subsection 3. (ii) Canada 
Pension Plan, Sections 93 & 94. 


(3) Department of Industry 


To provide information requisite for deter- 
mining Scientific Research and Development 
Grants, e.g. 


(a) What corporations are associated. 


(bo) Whether any particular expend- 
iture of a corporation is capital or cur- 
rent. 


(c) The duration of any fiscal period of 
the corporation. 


(d) Whether a corporation is exempt 
from tax under Section 62 of Part I of 
the Income Tax Act. 


Authority: Industrial Research and Devel- 
opment Incentives Act, Section 11. 


(4) Provincial Governments of Canada 


Exchange of information on a reciprocal 
basis for the administration of the various 
provincial taxes; for purposes directly related 
to the imposition and collection of income 
taxes. 


Authority: (@ Income Tax Act, Section 
133(4)(b) (ii) Income Tax Regulations, Section 
3000 Gii) Federal-Provincial Tax Collection 
Agreements. 


(5) Department of Finance through the 
Treasury Board and the Auditor General 


To obtain information necessary for the 
performance of the Treasury Board’s duties. 


Authority: Financial Administration LCE, 
Section (6). 


(6) Department of Justice 


For court cases under Criminal law and 
Appeals to the Tax Appeal Board and the 
Exchequer Court. 


Authority: Gi) Income Tax Act, Section 100 
(ii) The authority of the Courts to demand 
production of documents (Supreme Court 
Act). 
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(7) Commissioners under the Inquiries Act For preparing statistical records and re- 
—Royal Commissions ports. 
For any public or departmental inquiries Authority: () Corporations and Labour 
commissioned under the Inquiries Act. Unions Returns Act, Section 14A (ii) Statistics 
Authority: Inquiries Act, Section 7. Act, Section 10. 


(8) The Dominion Statistician of Dominion Department of National Revenue, 
Bureau of Statistics May 18, 1967. 


Finance, Trade and Economic Affairs 


APPENDIX “D" 


TAX APPEAL BOARD 
APPEAL STATISTICS 


YEAR ENDED MARCH 31, 1967 


NOTICES OF OO TECUCOID is Fae ot ais», is cokes 
Appeals to TaxvAppede BOGE. coc cn seece oie 


Appeals to Exchequer Court: 


POI OCU OT eRe a eek ia dle ie 


From decisions of Appeal Board: 


By thegepartment 5.070 see es 
By Weraxpaver. 2. sqes vane ea 


Appeals to Supreme Court: 


From decisions of Exchequer Court: 


By theidepartment’’. oo...) oo 
BY WNC ARPA VCIes |. vit eee ee 


As at March 31, 1967 


Appeals before Tax Appeal Board .... 
Appeals before Exchequer Court .... 
Appeals before Supreme Court ...... 


Decisions made by Tax Appeal Board 
were as follows: 


PROGR LS eISSN Wee ese i es anes carly yes 
Feo Way de¥ 0 Ee gyBr id A ile elie OY hee MT We at 
ULE MLO CETL OD AEC i caer a(S ull inde ol 
Consentidud omentsncuwmd... dec spiainns 


Appeals, DISDOSECN OL oa cak ois ech e's 5 us 


14 
50 


1 | 
20 


35 
30 


6597 
492 


158 


64 


37 


504 
361 
34 


June 27, 1967 


x Government 
Put slications 


HOUSE OF COMMONS 


Second Session—Twenty-seventh Parliament 


1967 


STANDING COMMITTEE 


FINANGE, TRADE AND ECONOMIC AFFAIRS 


Ghawmen he HEP RAGRAY 


MINUTES OF PROCEEDINGS AND EVIDENCE 
_ No. 8 


TUESDAY, JUNE 27, 1967 
WEDNESDAY, JUNE 28, 1967 


Respecting 
Bill C-114, An Act to incorporate United Investment 
Life Assurance Company. 
Including 
FOURTH REPORT TO THE HOUSE AND APPENDIX E 


Var ~_ WITNESSES: 


Messrs. George ABBRARMert3on,. Q. C., Parliamentary Agent; R. Hum- 
phrys, Superintendent of Insurance; John M. Godfrey, Q.C., President, 
yee Accumulative Fund Ltd} Milliam R. Miller, aye United 


Accu: ulative Fund Ltd. | oF 
Bia UA QD oe 
~ ; V/V la ~ by a 
ee Ve De 4 


S/T} SkoGmr DUHAMEL, F-R.S.C. 
QUEEN’S\PRIVTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1967 


27108—1 


STANDING COMMITTEE ON 
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Ballard, 
Beaulieu, 
Cameron (Nanaimo- 


and Messrs. 


Gilbert, 
Irvine, 
Johnston, 


Cowichan-The Islands), Laflamme, 


Cantin, 
Comtois, 
Flemming, 
Fulton, 


Lambert, 

Latulippe, 

Lind, 

Macdonald (Rosedale), 


Mackasey, 

McLean (Charlotte), 

Monteith, 

More (Regina City), 

Noel, 

Tremblay (Matapédia- 
Matane), 

Wahn— (24). 


Dorothy F. Ballantine, 


Clerk of the Committee. 


ORDER OF REFERENCE 


TUESDAY, June 6, 1967. 


Ordered,—That Bill C-114, An Act to incorporate United Investment Life 
Assurance Company, be referred to the Standing Committee on Finance, Trade 
and Economic Affairs. 


Attest. 


LEON-J. RAYMOND, 
The Clerk of the House of Commons. 
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REPORT TO THE HOUSE 


WEDNESDAY, June 27, 1967. 


The Standing Committee on Finance, Trade and Economic Affairs has the 
honour to present its 


FOURTH REPORT 


Your Committee has considered Bill C-114, An Act to incorporate United 
Investment Life Assurance Company and has agreed to report it ope the fol- 
lowing amendment: 


Clause 8 


Renumber present clause 8 as clause 9 and insert the following new 
clause 8: 


8. (1) In this section 


(a) “non-resident” has the same meaning as in paragraph (c) of sub- 
section (1) of section 16B of the Canadian and British Insurance 
Companies Act, and 


(b) “registration date” means the date of the Company’s first certificate 
of registry obtained under the provisions of the said Act. 


(2) Where more than fifty per cent of the issued and outstanding 
shares of the capital stock of the Company are held in the name or 
right of or for the use or benefit of one non-resident that is a corpora- 
tion on the day of commencement of the first general meeting of the 
shareholders of the Company and so long as sections 16C to 16E of the 
said Act do not apply, then 


(a) during the period commencing two years after the registration date 
(i) whenever more than seventy-five per cent of the issued and 
outstanding shares of the capital stock of the Company are held 
in the name or right of or for the use or benefit of non-resi- 
dents, or 
(ii) whenever more than fifty per cent of the issued and outstand- 
ing shares of the capital stock of the Company are held in the 
name or right of or for the use or benefit of such one non- 
resident corporation and more than seventy-five per cent of 
the issued and outstanding shares of the capital stock of such 
one non-resident corporation are held in the name or right of 
or for the use or benefit of one non-resident, or 


(b) during the period commencing ten years after the registration date, 
whenever more than sixty-six per cent of the issued and oustanding 
shares of the capital stock of the Company are held in the name 
or right of or for the use or benefit of non-residents, 


8—S 


no person shall, either as proxy or in person, exercise the voting rights 
pertaining to the shares of the Company held by a non-resident if more 
than fifty per cent of the issued and outstanding shares of the capital — 
stock of the Company are held in his name or right or for his use or 
benefit. 


(3) If any provision of this section is contravened at a general 
meeting of the Company, no proceeding, matter or thing at that meeting 
is void by reason only of such contravention, but any such proceeding, 
matter or thing is, at any time within one year from the day of com- 
mencement of the general meeting at which the contravention occurred, 
voidable at the option of the Company by a resolution passed at a special 
general meeting of the Company. 


A copy of the Minutes of Proceedings and Evidence relating to this Bill 
(Issue No. 8) is tabled. 
Respectfully submitted, 


HERB GRAY, 
Chairman. 


MINUTES OF PROCEEDINGS 


TUESDAY, June 27, 1967. 


(7) 


The Standing Committee on Finance, Trade and Economic Affairs met at 
11:10 a.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Cameron (Nanaimo-Cowichan-The Islands), 
Cantin, Clermont, Comtois, Flemming, Gilbert, Gray, Irvine, Lambert, Mac- 
donald (Rosedale), McLean (Charlotte), Monteith, More (Regina City), Noél, 
Tremblay (Matapédia-Matane), Wahn—(16). 


In attendance: Messrs. R. Humphrys, Superintendent of Insurance; George 
Perley-Robertson, Q.C., Parliamentary Agent; John M. Godfrey, Q.C., Presi- 
dent, United Accumulative Fund Ltd.; Stanley R. Anderson, Secretary, United 
Accumulative Fund Ltd.; Gordon E. Eddolls, President, United Investment 
Services Ltd.; William R. Miller, Treasurer, United Accumulative Fund Ltd.; 
David Brown, Consulting Actuary, Eckler, Brown and Company Ltd. 


The Committee first completed study of the Main Estimates, 1967-68, of 
the Department of National Revenue. (See Issue No. 7). 


The Committee then proceeded to consideration of Bill C-114, An Act to 
incorporate United Investment Life Assurance Company. 

The Sponsor of the Bill, Mr. Wahn, made a brief statement and introduced 
the Parliamentary Agent, Mr. Perley-Robertson, who, in turn, introduced the 
witnesses. 

_ Mr. Perley-Robertson tabled the following papers, copies of which were 
distributed to the members: 
(a) Memorandum concerning United Investment Life Assurance Com- 
pany, and 
(b) Chart entitled Ownership of Shares in United Investment Life 
Assurance Company. 

Ordered,—That the papers tabled by the Parliamentary Agent be printed 
as an appendix to this day’s Minutes of Proceedings and Evidence. (See 
Appendix E). 

Messrs. Humphrys, Godfrey and Miller were questioned. 

The questioning continuing, on motion of Mr. Cameron (Nanaimo- 
Cowichan-The Islands), seconded by Mr. Comtois, it was 

Resolved,—That further consideration of this Bill be postponed to the next 
meeting. 

At 1:25 p.m., the Committee adjourned until Thursday, June 29, 1967, at 
11:00 a.m. 

Dorothy F. Ballantine, 
Clerk of the Committee. 


WEDNESDAY, June 28, 1967. 


(8) 


The Standing Committee on Finance, Trade and Economic Affairs met at 
1:40 p.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Ballard, Clermont, Gray, Irvine, Lambert, Lind, 
McLean (Charlotte), Noel, Wahn—(9). 


In attendance: Messrs. R. Humphrys, Superintendent of Insurance; George 
Perley-Robertson, Q.C., Parliamentary Agent; John M. Godfrey, Q.C., President, 
United Accumulative Fund Ltd.; Stanley R. Anderson, Secretary, United 
Accumulative Fund Ltd. 


The Committee resumed consideration of the preamble of Bill C-114, An 
Act to incorporate United Investment Life Assurance Company. 


Messrs. Humphrys and Godfrey were questioned, and the Preamble was 
carried. 


Clauses 1 to 4 inclusive were carried. 


On clause 5 
Mr. Godfrey was questioned and the clause was carried. 


Clauses 6 and 7 were carried. 


On clause 8 


It was moved by Mr. Wahn and seconded by Mr. Lind that: 


Present clause 8 be re-numbered as clause 9 and a new clause 8 be 
inserted as follows: 


8. (1) In this section 


(a) “non-resident” has the same meaning as in paragraph (c) of sub- 
section (1) of section 16B of the Canadian and British Insurance 
Companies Act, and 


(b) “registration date” means the date of the Company’s first certificate 
of registry obtained under the provisions of the said Act. 


(2) Where more than fifty per cent of the issued and outstanding 
shares of the capital stock of the Company are held in the name or 
right of or for the use or benefit of one non-resident that is a corporation 
on the day of commencement of the first general meeting of the share- 
holders of the Company and so long as sections 16C to 16E of the said Act 
do not apply, then 


(a) during the period commencing two years after the registration date 


(1) whenever more than seventy-five per cent of the issued and 
outstanding shares of the capital stock of the Company are held 
in the name or right of or for the use or benefit of non-residents, 
or 


(11) whenever more than fifty per cent of the issued and outstand- 
ing shares of the capital stock of the Company are held in the 
name or right of or for the use or benefit of such one non-resident 


8—8 


corporation and more than seventy-five per cent of the issued and 
outstanding shares of the capital stock of such one non- 
resident corporation are held in the name or right of or for the 
use or benefit of one non-resident, or 


(b) during the period commencing ten years after the registration date, 
whenever more than sixty-six per cent of the issued and outstanding 
shares of the capital stock of the Company are held in the name or 
right of or for the use or benefit of non-residents, 


no person shall, either as proxy or in person, exercise the voting rights 
pertaining to the shares of the Company held by a non-resident if more 
than fifty per cent of the issued and outstanding shares of the capital 
stock of the Company are held in his name or right or for his use or 
benefit. 


(3) If any provision of this section is contravened at a general 
meeting of the Company, no proceeding, matter or thing at that meeting 
is void by reason only of such contravention, but any such proceeding, 
matter or thing is, at any time within one year from the day of com- 
mencement of the general meeting at which the contravention occurred, 
voidable at the option of the Company by a resolution passed at a 
special general meeting of the Company. 


After further discussion and questioning, the amendment was carried. 


Present clause 8 (new clause 9) was carried, as amended by re-numbering. 


The title and the bill, as amended, were carried. 


Ordered,—That the Chairman report the bill, as amended. 
At 2:05 p.m., the Committee adjourned to the call of the Chair. 


Dorothy F. Ballantine, 
Clerk of the Committee. 
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EVIDENCE 


(Recorded by Electronic Apparatus) 


Tuesday, June 27, 1967. 


The Chairman: The next item on our 
Agenda is to consider Bill C-114, An Act to 
incorporate United Investment Life Assur- 
ance Company, the sponsor of which, Mr. 
Wahn, is also a Member of our Committee. I 
would ask the Parliamentary Agent, those 
with him in support of the Bill, and Mr. 
Humphrys, the Superintendent of Insurance, 
to take their seats at the table. 


We will wait a moment until everyone is 
seated. Perhaps someone would assist the 
Clerk in handing out the memorandum and 
chart which are going to be referred to by the 
Parliamentary Agent and which may help us 
in our consideration of the Bill. 


While the material is being distributed per- 
haps I can call on the sponsor, Mr. Wahn, for 
any introductory comments he may have. 


Mr. Wahn: Mr. Chairman, since this Bill 
was given second reading in the House there 
have been discussions between officials of the 
Company and interested Members with a 
view to adding to the Bill a provision de- 
signed to ensure a degree of Canadian owner- 
ship over a period of years. 


There has been drafted, and I propose, in 
due course, to move, an amendment which 
will introduce a new clause 8 and will renum- 
ber existing clause 8 of the Bill as clause 9. 
This will be explained in greater detail either 
oy the Parliamentary Agent or by the wit- 
nesses. It is a pleasure for me now to in- 
troduce to the Committee the Parliamentary 
Agent, Mr. George Perley-Robertson. 


The Chairman: Mr. Perley-Robertson, you 
may be seated and make your initial presen- 
tation. I gather it is based on this memoran- 
dum which has been distributed. 


@ (12.10 p.m.) 


Mr. George Perley-Robertson (Parliamen- 
tary Agent): Yes, Mr. Chairman, I have dis- 
tributed a list of the representatives of the 
Company present, and they will be able to 
answer any questions. They are Mr. Gordon 
Eddolls, President of United Investment 
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Services Ltd.; Mr. John Godfrey, Q.C., Pre- 
sident of United Accumulative Fund Ltd.; Mr. 
Stanley Anderson, Secretary of United Ac- 
cumulative Fund Ltd.; Mr. William Miller, 
Treasurer of United Accumulative Fund Ltd.; 
and Mr. David Brown, Consulting Actuary. 


There has also been distributed a memo- 
randum identical to the one that was read 
at second reading in the House. If you wish, 
this can be commented on by the witnesses. It 
is the same as was read into Hansard. 


The Bill to incorporate the Company is in 
the form required by the Canadian and 
British Insurance Companies Act. 


If there are any questions the witnesses are 
available to answer them. 


The Chairman: Do the Members of the 
Committee wish to have Mr. Perley-Rob- 
ertson read this memorandum or shall we 
have it be incorporated into the record? 


Mr. Macdonald (Rosedale): Incorporate it 
and we can read it ourselves and ask ques- 
tions on it. 


The Chairman: You move, therefore, Mr. 
Macdonald, seconded by Mr. Flemming, that 
this memorandum be incorporated into the 
record. Is that agreed? 


Some hon. Members: Agreed. 
Motion agreed to. 


The Chairman: This, of course, will also 
include the chart. 


Mr. Macdonald (Rosedale): I have a com- 
ment about the chart. I think there is a mis- 
print on it. The third column on the left-hand 
side and the first column on the right-hand 
side it should be “Indirect Ownership” rather 
than “Direct Ownership.” Is the Waddell and 
Reed ownership not indirect? 


Mr. Humphrys: Yes. The first column 
should read “Indirect Ownership” instead of 
“Direct and Indirect”. 


Mr. Stanley R. Anderson (Secretary, United 
Accumulative Fund Lid): The first column on 
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the right-hand side is entitled ‘Direct Own- 
ership” because it is direct ownership of 
United Funds Management Ltd. The second 
column on the right-hand side is entitled 
“Direct Ownership” and deals with the direct 
ownership of United Investment Life As- 
surance Company after incorporation. 


Mr. Macdonald (Rosedale): Of which there 
will be zero. 


Mr. Anderson: At the opening it will be 
zero, but you, will notice that at the left-hand 
side we indicate the time elements. At incep- 
tion of the direct ownership of others besides 
United Funds Management Lid. in the insur- 
ance company would be zero; in two years’ 
time it would be 25 per cent; and ten years 
after commencement of business, 34 per cent. 


Mr. Macdonald (Rosedale): So that at all 
times the ownership will be indirect... 


Mr. Anderson: Of Waddell and Reed? 


Mr. Macdonald (Rosedale): Of Waddell and 


Reed. 
Mr. Anderson: That is right. 


Mr. Macdonald (Rosedale): Therefore, the 
column third from the left should be entitled 
“Indirect Ownership” and not “Direct Own- 
ership”, should it not? 


Mr. Anderson: That is direct ownership of 
United Funds Management Ltd. which is cor- 
rect in that it is indicating the ownership of 
Waddell and Reed in United Funds Man- 
agement Ltd. 


Mr. Macdonald (Rosedale): I understand. 


Mr. John Godfrey (President, United Ac- 
cumulative Fund Ltd.): You are quite right. 
The first column on the left is wrong. Instead 
of reading “Direct and Indirect’’ it should be 
“Indirect” only. 


The Chairman: Am I right in saying that 
this chart reflects the position that the 
amendment of which Mr. Wahn has given us 
notice will be accepted by this Committee and 
the House? 


Mr. Godfrey: In effect, it reflects the under- 
takings we have given, and to ensure— 


The Chairman: Undertakings to whom? 


Mr. Godfrey: We gave undertakings to 
various individual Members of Parliament. 
They are included in this memorandum. 
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The Chairman: That is not quite the same 
as taking some formal steps either with re- 
spect to this Committee or Parliament. This 
situation will come into effect only if certain 
amendments are made. 


Mr. Godfrey: They are going to come into 
effect anyway, but to ensure that they do we 
are proposing certain amendments to the bill, 
and if we do not carry out these undertakings 
the effect will be that the foreign ownership 
will lose all voting rights. 


Mr. Wahn: Mr. Chairman, the witness can 
correct me if I am wrong, but as I under- 
stand it the chart indicates the intent of the 
company and this intent will be guaranteed 
by the amendment to which I have referred. 


The Chairman: Before I call on Mr. 
Humphrys for his report to us on the propos- 
als contemplated by the bill, perhaps we 
should distribute copies of the proposed 
amendment so that we can study it while we 
approach clause 8. 


Mr. Macdonald (Rosedale): Mr. Chairman, 
while that is being done, perhaps I might ask 
Mr. Perley-Robertson a question relating to 
page 2 of the memorandum, which states: 


Waddell & Reed, Inc. Will... make a 
public offering to Canadian  resi-+ 
dents... 


Am I to understand that the stock will be 
listed for the purpose of the public offering, 
or will it be an over-the-counter transaction? 


Mr. Perley-Roberison: I am sorry, I did not 
hear you. Did you refer to page 2? 


Mr. Macdonald (Rosedale): Yes, to page 2 of 
the memorandum, where reference is made to 
the public offering. What are the foreseen 
modalities of making this public offering? 


Mr. Godfrey: When the public offering of 
United Funds Management Ltd. is made in 
two years, the stock will be listed so that it 
will obtain a degree of Canadian ownership 
under the Income Tax Act. usb 


The Chairman: Mr. Humphrys, I think we 
should now call upon you for your report on 
the views of your Department on the propos- 
als in this bill. Do you wish to comment? 


| 
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Mr. R. Humphrys (Superintendent of In- 
surance, Department of Insurance): . Mr. 
Chairman and Members of the Committee, 
this Bill will incorporate a new life insurance 
company. As described in this memorandum 
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which has just been distributed, the company 
will be controlled by United Funds Man- 
agement Ltd. The other, and principal, activi- 
ty of United Funds Management Ltd. is the 
management of a large mutual investment 
fund known as the United Accumulative Fund 
Ltd. This fund has assets of over $300 million. 


The formation of a life insurance company 
to be operated in conjunction with a mutual 
make life insurance available in conjunction 
with the sale of mutual fund shares. As I 
understand it, the management feels that in 
their distribution of mutual fund shares they 
should have concern for the financial manage- 
ment and organization of their customers’ 
affairs and they want to be able to offer them 
a rounded investment and savings program 
for their personal finances. They feel that life 
insurance is an important element of such a 
program, and the operation of a life insurance 
company, in conjunction with the mutual 
fund, will enable them to offer life insurance 
policies. 

‘The intention at the outset, as I understand 
it, is to offer, principally, term insurance poli- 
cies which will enable the holders and inves- 
tors in mutual fund shares to obtain life 
insurance protection for the purpose of com- 
pleting term contracts, or regular payment 
contracts, as well as for family protection as a 
supplement to, and in conjunction with, their 
other investing and savings programs. 

It is my understanding, however, that this 

life insurance company does not intend to 
eonfine its activities to holders of shares in 
the mutual fund, nor to term insurance, al- 
though this will be the principal initial opera- 
tion. 
_ Normally, we would not be in favour of a 
company being formed to do, principally, 
term insurance. This has been tried in years 
gone by and it has failed every time for the 
reason that the income and profit margins 
from term insurance are quite small, and 
companies trying it in the past have suffered 
from selection against them to the point that 
they were not successful. 


’ We feel, however, that this case is different 
as it has a strong administrative vehicle in 
the existing mutual fund to support it and 
because it also has a ready-made market, in a 
sense, in the present shareholders in the mu- 
tual fund. Therefore, we feel that it has a 
good chance of successful operation by reason 
of the special circumstances. 
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We were influenced, too, by the fact that 
the parent company, Waddell & Reed, Inc., in 
the United States, also manages a mutual 
fund and has a life insurance company oper- 
ating on this same pattern, and it has been 
shown to be reasonably successful so far. 


Those are my only general comments, Mr. 
Chairman. The Bill itself, as presented, is in 
the standard form contemplated by the model 
bill in the Canadian and British Insurance 
Companies Act. The proposers of this compa- 
ny, in early discussions with the Department, 
indicated their intention of selling shares of 
the life insurance company to Canadians in 
order to have Canadian participation in the 
ownership. We, in the Department, of course, 
have no objection to the sale of shares to 
Canadians and to the introduction, to a de- 
gree, of Canadian ownership in the company. 


The Chairman: If you have no objection 
then I presume you support the concept? 


. Mr. Humphrys: Yes, we would support it. 
We would be happy to see Canadian owner- 
ship, of course. I could not support, say, a 
provision in the law requiring this company 
to market certain proportions of its shares to 
Canadians and imposing penalties if- that 
were not done. I could not frame any argu- 
ments that would justify penalties applying to 
this company in terms that would not apply 
to other companies pursuant. to the general 
legislation. The department generally prefers 
these bills to be in the model bill form with 
all the general rules in the general legislation; 
as has been the pattern in the past. 


We have no objection to the form in which 
the actual terms of the amendment are draft- 
ed. We do not think that it will cause any 
special problems either for the Department or 
the company. It will carry out the announced 
intention of the company to accomplish a de- 
gree of Canadian ownership. 


I should also mention, however, that this 
plan, as described in the Bill, would bring the 
degree of Canadian ownership, direct and in- 
direct, to over 50 per cent. The control, 
however, would still remain in the hands of 
non-residents through the control of United 
Funds Management Ltd., which would be the 
immediate principal shareholder, and through 
the controlling interest in the United Funds 
Management Ltd. which is a U.S. corporation. 


It happens that in this case, because of the 
ownership of the life insurance company by a 
Canadian company which, in turn, is owned 
by non-residents, it is possible, by distributing 
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the shares of both the life insurance company 
and the Canadian holding company, to reduce 
the foreign ownership below 50 per cent 
while still retaining control. Therefore, this 
particular pattern may not serve as a useful 
or available precedent in other cases where 
there is not a holding company interposed be- 
tween the non-residents and the Canadian 
company. 

I think, Mr. Chairman, those are all the 
pertinent remarks I have to make at this 
time. 


The Chairman: May I ask you two formal 
questions? First, I gathered from your com- 
ments that the proponents of this legislation 
have met all the usual requirements of your 
department, such as the administrative ones, 
and so on? 


Mr. Humphrys: Yes, Mr. Chairman. 


The Chairman: I would also presume that 
in your investigations you found nothing ad- 
verse with respect to the character, or past 
records, of those who wish to incorporate this 
company? 


Mr. Humphrys: Yes, Mr. Chairman, that is 
right. 


The Chairman: Thank you. I will now open 
the meeting to questions in the usual way. I 
will first recognize Dr. McLean, followed by 
Mr. More, Mr. Macdonald and Mr. Cameron. 


Mr. McLean (Charlotte): Mr. Chairman, is 
Waddell & Reed, Inc. an American company 
fully owned in the United States? 


Mr. Godfrey: It is substantially owned in 
the United States, but it is certainly an 
American company. 


Mr. McLean (Charlotie): Do they, in turn, 
own the controlling interest in United Funds 
Management Ltd? 


Mr. Godfrey: At the present time they own 
80 per cent of the shares of United Funds 
Management Inc. 


Mr. McLean (Charlotte): Apparently United 
Funds Management Inc. control the United 
Accumulative Fund Ltd. as well as the 
Canadian mutual fund? 


Mr. Godfrey: No; United Funds Manage- 
ment Inc. merely advises on the purchases 
and sales of the portfolio of United Ac- 
cumulative Fund Ltd. The United Ac- 
cumulative Fund Ltd., of which I am the 
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President, has 99 per cent Canadian share- 
holders, and 13 of the 15 directors are 
Canadians. 


Mr. McLean (Charlotte): Do you know how 
much United Accumulative Funds Ltd. and 
the Canadian mutual fund pay to the United 
Funds Management Ltd. for advice and so 
forth? 


Mr. Godfrey: They pay one-half of 1 per 
cent of the portfolio per year. 


Mr. McLean (Charlotte): 
amount to annually? 


What does that 


Mr. Godfrey: In this case, if you take their 
assets at $300 million—they are in excess of 
that now—it would amount to $1.5 million a 
year. 


Mr. McLean (Charlotte): They are paying 
$1.5 million a year? 


Mr. Godfrey: That is right. 


Mr. McLean (Charlotte): How much do 
United Funds Management Ltd. pay to 
Waddell & Reed, Inc? 


Mr. Godfrey: United Funds Management 
Ltd. has been in existence since 1954 and has 
never paid 5 cents to Waddell & Reed, Inc. 


Mr. McLean (Charlotte): Does Waddell & 
Reed, Inc. come into the picture, then, by 
their investment in United Funds Manage- 
ment Ltd? 


Mr. Godfrey: It hopes eventually to get 
something out of it, but United Funds 
Management Ltd. has never declared a divi- 
dend. It has had to put money back in the 
firm to support the sales company. It lost 
money for a great many years and only re- 
cently has it been in a position where it could 
pay dividends. However, it is now going to 
use the money it has made to start this life 
insurance company. 


Mr. McLean (Charlotte): What accumulated 
surplus in United Funds Management Ltd. 
would belong to Waddell & Reed, Inc.? 


Mr. Godfrey: Their present holding are 80 
per cent. .. The Treasurer is here today and 
he will be able to give you more details on 
that. 


Mr. W. R. Miller (treasurer, United Ac- 
cumulative Fund Lid.): The accumulated 
capital and surplus of United Funds Man- 
agement Ltd. as of the last audit date, August 
1966, was just over $2 million. 
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Mr. McLean (Charlotte): How much of that 
would belong to Waddell & Reed, Inc.? 


Mr. Miller: As owner of 80 per cent of the 
capital, they would, in effect, have an interest 
in 80 per cent. 


Mr. McLean (Charlotte): Highty per cent of 
the $2 million? 


Mr. Miller: That is correct. 


Mr. McLean (Charlotte): So that they really 
have not been much out of pocket. How long 
have they been in business? 


Mr. Miller: Since 1954. 


Mr. McLean (Charlotte): 
bad. 


This looks as if you want to have your cake 
and eat it. Is the insurance company going to 
pay management fees to United Funds Man- 
agement Ltd? 


That is not too 


Mr. Godfrey: No, it is not contemplated 
that there will be any management fees. They 
will be using some of the equipment, such as 
the computer, and some of the staff, for which 
they will pay their just proportion; but there 
will be no management fees. 


Mr. McLean (Charlotte): Are they going to 
be managed for nothing? 


Mr. Godfrey: Well, there is an auditor on 
staff, and we have made arrangements for an 
underwriter, and so on. 


Mr. McLean (Charlotte): You are not going 
to draw any staff from United Funds Man- 
agement Limited? 


Mr. Godfrey: Yes; some of those from 
United Funds Management will be available 
for investment advice, sales, and so on, and 
the insurance company will pay a proportion 
of their salaries. 


Mr. McLean (Charlotte): Well, then, the in- 
surance company is going to pay into United 
Funds Management? 


Mr. Godfrey: Yes; a proportion of ex- 
penses; but no sort of management fee out of 
which they can make a profit, or anything 
like that. It is not contemplated that there 
will be any profit made by United Funds... 


Mr. McLean (Charlotte): Surely they are 
not going to run their insurance company for 
nothing? 
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Mr. Godfrey: No, no; we will split, in prop- 
er proportions, the expenses of running the 
insurance company, between United Funds... 


Mr. McLean (Charlotte): Well, who is going 
to split the profits? 


Mr. Godfrey: The shareholders of the in- 
surance company. 


Mr. McLean (Charlotte): Is United Funds 
going to have the biggest portion of the 
stock? 


Mr. Godfrey: They will start off by having, 
in effect, 100 per cent; within two years they 
will have 75 per cent only; and of course 
because of that ownership they will have an 
interest in the profits of the life insurance 
company. 


Mr. McLean (Charlotte): They will start 
with an interest in the profits of 100 per cent; 
and up to two years, 75 per cent; and after 
that, 66 per cent. 


Mr. Godfrey: That is right. We do not ex- 
pect any profits for five years, so that there 
will not be... 


Mr. McLean (Charlotte): There will not be 
any profits for five years; you are just going 
to split the expenses. 


Mr. Godfrey: That is right. We expect from 
our projections, that at the end of five years 
we should start being in a profit position. 


Mr. McLean (Charlotte): You will have no 
profits for five years, and you are just going 
to split the expenses? 


Mr. Godfrey: That is right. We will start to 
make a profit in the third year to reduce the 
losses that we made in the first two, but we 
hope eventually to recapture the losses and 
start to show a profit. 


Mr. McLean (Charlotte): Eventually, United 
Funds expect to get 66 per cent, and then 
Waddell & Reed Incorporated would get 80 
per cent? 


Mr. Godfrey: Waddell & Reed will own 
only 75 per cent of United Funds Manage- 
ment; so that if you multiply the 66 per cent 
of United Funds Management by 75 it brings 
it down to 49.5 per cent. So that Waddell & 
Reed, at the end of the 10-year period, will 
have only 49.5 per cent of direct ownership in 
this life insurance. 
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_ Mr. McLean (Charlotte): There has been a 
good deal of talk in U.S. financial circles 
about the claim by the SCC, which investi- 
gates mutual funds there that a lot of favor- 
itism has been shown to brokers and that 
they get special deals from brokers, and so 
on. Do you have any of that in Canada? Do 
you get any special deals from brokers? 


Mr. Godfrey: Well, I can speak for our- 
selves. We do not. 


Mr. McLean (Charlotte): You do not? 


_Mr. Godfrey: No; because we do not sell 
through brokers to begin with. We sell only 
through our... 


Mr. McLean (Charlotte): No, no; but do you 
buy securities? 


Mr. Godfrey: Oh, yes, we buy securities... 
Mr. McLean (Charlotte): Through brokers? 


Mr. Godfrey: ...but we do not reward 
brokers. As the brokers do not sell the shares 
of the fund we do not reward them for selling 
them. 


Mr. McLean (Charlotte): I am not talking 
about that; I am talking about your invest- 
ments. 


Mr. Godfrey: Oh, yes, we buy through 
brokers; but we are not linked with any 
brokerage firm. sel 


Mr. McLean (Charlotte): Perhaps you are 
not; but you buy stock through brokers. 


' Mr. Godfrey: That is right. 


Mr. McLean (Charlotte): Do you get special 
deals? If I wanted 100 shares and you wanted 
100,000 would you get a special deal? 


Mr. Godfrey: Practically all of our pur- 
chases are through the Toronto Stock Ex- 
change. When the purchase is over $100,000 
worth we get a‘'reduced commission under the 
Toronto Stock Exchange; but that is all. 


Mr. McLean (Charlotte): But deals go 
through that are not on the Exchange. 


Mr. Godfrey: Very rarely, because we deal 
with listed members; and under their rules, 
even if it is a private deal it still, in effect, has 
to go through the Exchange, and we have to 
pay the commission. 


_ Mr. McLean (Charlotte): You do not have a 
special broker; you deal with all of them? 
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' Mr. Godfrey: That is right. Well, not all of 
them. We deal with what we think are the 
best ones, those that give us good advice. 


Mr. McLean (Charlotte): How many brokers 
would you be dealing with? 


Mr. Godfrey: I would estimate—and I see 
these sheets once a month, on the allocation 
—probably about 40 Canadian brokers. 


Mr. McLean (Charlotte): Forty. 


Mr. Godfrey: And perhaps the same num- 
ber of American brokers when we buy 
American stock. We would reward brokers 
for services to the extent that they produce a 
good analysis of some particular stock, even if 
we do not buy it. We want to encourage this, 
and to do so we give them some business. 


Mr. McLean (Charlotte): You think that 
their analysts are pretty good, do you? 


Mr. Godfrey: Well, we are very proud of 
our record. That is why we are so big. And 
because our record is so big it is easy to sell 
the funds. Had it not been so we would not 
have been able to sell them. 


‘Mr. McLean (Charlotte): Well, it is easy to 
be big when you are big, you know. 


‘Mr. Godfrey: I think the size of the fund 
speaks for itself, in a way. It is because our 
analysts have been good and we have had 
such an outstanding investment record that 
we are the size we are now. We also have a 
very good sales force. I do not want to give 
all the credit to the analysts. Mr. Eddolls 
heads the sales company. 


Mr. McLean (Charlotte): 


Thank you, Mr. 
Chairman. 


The Chairman: I will now recognize Mr. 
More, followed by Mr. Macdonald and Mr. 
Cameron. 


Mr. More (Regina City): Mr. Chairman, I 
wish to ask Mr. Humphrys a question. I un- 
derstand that it is rather common in the 
United States to have widespread groupings in 
mutual funds with their own insurance com- 
panies and operating over the whole field. If 
this is true, what has been the general experi- 
ence of these combined operations in the 
United States? 


Mr. Humphrys: I am familiar only with the 
one case of Waddell & Reed and the mutual 
fund that they manage in the United States. 
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As I have indicated, that operation has been 
reasonably successful. I have not investigated 
any other patterns of this type. 


We have none in Canada, although another 
bill was passed two years ago for a group out 
in Edmonton called the Principal Life In- 
surance Company of Canada. The purpose of 
that company was similar to the purpose 
here, but that company has not yet been or- 
ganized. 


Mr. More (Regina City): You have an- 


swered my second question. 


I referred from your initial remarks that 
this was probably the first time that an insur- 
ance company was being incorporated to 
serve mutual fund interests and under the 
aegis of a mutual fund. 


Mr. Humphrys: Yes; this company and the 
one I have just mentioned. 


Mr. More (Regina City): Yes; I was not 
aware of the previous one. 


May I ask the President of the Company 
what has been his insuring practice up to 
now? I believe, generally, there is insurance 
in mutual fund investments. 


Mr. Godfrey: Welll, only in some of our 
plans; but, in effect, none of the provinces of 
Canada permits what we call dual licensing. 
They will not permit a mutual fund salesman 
to sell life insurance. We think this is wrong, 
because if a mutual fund salesman cannot sell 
life insurance he is going to sell all of the 
mutual funds he can; and if a life insurance 
salesman cannot sell mutual funds he is going 
to sell all the life insurance he can. There 
should be a proper balance. 


This question of dual licensing is a provin- 
cial matter, and we have talked to various 
superintendents of insurance and government 
people. We are convinced that dual licensing, 
is so much in the interests of the public that 
once we incorporate this life insurance com- 
pany they will permit us to sell in these 
various provinces. It is permitted in every 
state of the Union, and it has been successful. 
Nobody has been able to find anything to say 
against it. 


Mr. More (Regina City): In the case of 
mutual funds, though, that is, where the 
salesmen can sell, say, $20-a-month invest- 
ments and so on, they are insured in a compa- 
ny? 


Mr. Godfrey: Some of them are. 
27108—2 
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Mr. More (Regina City): 
salesman sells both plans. 


And the same 


Mr. Godfrey: Yes; but he is not allowed to 
take any commission, and we make no money 
out of it. In fact, we use the Empire Life 
Insurance Company, but we and our salesman 
get nothing from them. This is just an added 
service that we give. 


Mr. More (Regina City): You have an- 
swered the point. I was sure you must have 
an agreement with some insurance company, 
otherwise you could not compete in the bus- 
iness. 


Mr. Godfrey: Yes; but we are not allowed 
to accept any commission or anything for 
ourselves. 


Mr. More (Regina City): When you incorpo- 
rate this company your salesmen will get 
commissions on their sales? 


Mr. Godfrey: That is right. 


Mr. More (Regina City): That was my only 
question. 


The Chairman: Mr. Macdonald. 


Mr. Macdonald (Rosedale): My question is 
addressed to Mr. Humphrys. I have under- 
stood that at least in the past it has been the 
policy of the Department not to approve of 
life insurance companies following a policy of 
stock in corporation whereby they operate as 
a unit, or, not only of the policy, but of 
having a share of the stock, or even a war- 
rant to subscribe for a share of the stock, of a 
company that is doing life insuring? Am I 
right in my understanding that you have 
withheld approval of that kind of joint stock- 
life insurance transaction? 


Mr. Humphrys: It depends on the extent 
to which warrants or options are proposed. 
We have not opposed a moderate use of stock 
options, or warrants, in conjunction with the 
formation and capitalizing of a company, but 
we have thought that it was not in the public 
interest to try to get a life insurance company 
started on the basis of issuing a very large 
volume of stock options. We have thought, 
and feared, that to try to start and to capital- 
ize a company in that way could very well 
result in a stock promotion plan, based on the 
reputation and public acceptance of life in- 
surance and the example of the very old and 
successful life insurance companies, has. a 
means of selling stock on a quasi-speculative 
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basis: We could see nothing but dissappoint- 
ment for the unsophisticated investor, because 
it takes a long time to get a life insurance 
company established and into a _ position 
where: it can distribute any profits to the 
shareholders. 


- We also thought that any excessive use of 
stock options and warrants would make it 
possible for promoters to launch a company, 
save for themselves a large proportion of the 
stock options and then, if the company were 
successful, they would do very well; but if it 
were not successful they would not have lost 
anything, and they could move on and leave 
it to others to pick up the pieces—principally, 
the insurance departments. 


That has been the basis of our feeling about 
stock options in excess. We are not opposed to 
moderate use of it. 


Mr. Macdonald (Rosedale): You do not con- 
sider this situation at all comparable to that, 
then? 


_ Mr. Humphrys: No; there is no... 


Mr. Macdonald (Rosedale): To be specific, I 
should say comparable to using the reputation 
of life insurance to sell mutual funds? 


Mr. Humphrys: I did not think that this 
was a cemparable case, Mr. Macdonald, be- 
cause the principal activity here is the sale of 
mutual funds. The life insurance initially 
anyway, would be an adjunct to that opera- 
tion and would make it possible to present a 
complete package to the prospect. 


These may be some problems in the future, 
mind you. If mutual funds get into the pat- 
tern of having their own life insurance opera- 
tion, I can very well foresee that life insur- 
ance companies may press more strongly than 
they have in the past for the right to sell 
investment contracts instead of merely life 
insurance contracts. This is a question that 
we may have to face one day, too. 


- Mr. Macdonald (Rosedale): But in this par- 
ticular case the good reputation and means of 
this particular group have persuaded you that 
there is no risk involving the kind of situation 
you have just referred to? 


Mr. Humphrys: Yes; we were influenced, 
of course, by the management reputation, and 
other reputation, of this group. But there is 
no question of stock options involved. 


Mr. Macdonald (Rosedale): I am sorry, I 
did not hear your last sentence. 
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Mr. Humphrys: There is no question of 
stock options involved in this plan. 


The Chairman: Mr. Cameron. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): I wonder if you could lead me 
through this rather complicated jungle; I do 
not know my way through these jungles very 
well. Perhaps you could describe to me, more 
clearly than I have been able to gather from 
this memorandum, the actual chain of 
genealogical descent. Starting perhaps with 
Waddell & Reed, who appear to be at the top 
of the list, just how do the others hand 
together? 


Mr. Godfrey: Well, Waddell & Reed is the 
American company. On the left of the chart 
you can see that the righthand column which 
is headed “Direct Ownership”, goes into 
United Funds Management, which is in the 
box. At the present time—at inception 
—Waddell & Reed owns, as you will see from 
the righthand column, 80 per cent of United 
Funds Management, and it goes down from 
there. In two years it will own only 75 per 
cent. It is going to sell off at least 5 per cent 
of United Funds Management and it will con- 
tinue to own no more than 75 per cent of 
United Funds Management. If you follow that 
right down—you will see the United Funds 
Management box there—and will notice that 
at the inception it is going to own 100 per 
cent of the life insurance company which is at 
the bottom. Then two years after the com- 
mencement of business it is going to own only 
75 per cent of the life insurance company, 
and ten years after the inception of business 
it will own 66 per cent. 


Now, when we want to find out what the 
effect of that is on the ownership of Waddell 
and Reed in the life insurance company, we 
go over to the left hand column, and that 
explains that at the inception Waddell and 
Reed will cnly own 80 per cent of the life 
insurance company because it owns 80 per 
cent of United Funds Management. Two years 
after commencement of business it will own 
56.25 per cent, and ten years after com- 
mencement of business will bring it down. to 
49.5 per cent. If you just follow that chart it 
goes right back into the life insurance. compa- 
ny. : 


And I think that really explains it. If you 
go over to the right hand column as far as 
you can, when we talk about “Other Share- 
holders” these will be essentially Canadian 
shareholders. We talked about “Direct and 
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Indirect Ownership” and, at the inception, 
because they own 20 per cent of United 
Funds Management they will own 20 per cent 
of the life insurance company. At the end of 
two years they will own 43.75 per cent of the 
life insurance company, and at the end of 
ten years they will own 50.5 per cent. This 
was the objective we had in mind; to ensure 
that in ten years time Canadians would have 
a beneficial ownership in this life insurance 
company of over 50 per cent. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): Thank you. Now what is the rela- 
tionship between United Funds Management 
Limited, which I gather is an investment man- 
agement company, and the United Ac- 
cumulative Fund Limited? 


Mr. Godfrey: The relationship is that they 
have an agreement. In other words, United 
Funds Management has an agreement with 
United Accumulative Funds that United 
Funds Management will manage the portfolio 
of United Accumulative Fund.- United Ac- 
cumulative Fund’s sole business is buying 
and selling stocks, or investing in stocks, put 
it that way. 


Mr. Cameron (Nanaimo-Cowichan-The 


Islands): They also receive money from the 


public. 


Mr. Godfrey: That is right. They sell their 
shares, get money from the public and invest 
it in stocks. 

Mr. Cameron (Nanaimo-Cowichan-The 
Islands): Yes. 


Mr. Godfrey: United Funds Management 
advises the fund what stocks they should buy 
and what stocks they should sell. I think their 
advice has been pretty good, because when 
we started United Accumulative Fund in 1957 
I think our net asset value was $3.74 a share, 
and yesterday it was $10.65 a share; so that 
they have done a good job for us. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): Were United Funds Management 
Limited and United Accumulative Fund Lim- 
ited established approximately simultane- 
ously? 


Mr. Godfrey: No; United Funds Manage- 
ment was started in 1954. 


Mr.. Cameron. (Nanaimo-Cowichan-The 
Islands): Then what did it do before the es- 
tablishment of United Accumulative Fund? 
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Mr. Godfrey: At that time there was a fund 
which was incorporated in Canada called 
United Fund of Canada Limited to invest in 
Canadian stock, but the shares were sold to 
American residents. That fund was called an 
NRO, a non resident owned investment com- 
pany. United Funds Management managed 
that fund, and it got up to about $30 million 
in assets. 

After about three years we decided that as 
it had been quite successful selling these mu- 
tual funds in the States with Canadian stocks 
we would start a Canadian fund, which we 
called the “small fund” to sell to Canadian 
residents. The small fund is now $330 million 
and the big fund is $9 million; this has been 
much more successful. The Americans have 
not shown the same interest in buying United 
Funds Canada and there has been the 
equalization tax which has prevented us sell- 
ing the shares in the United States. 


The Chairman: Prevented or inhibited? 


Mr. Godfrey: Well, prevented; nobody is 
going to pay the tax to buy our shares. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): Now, if we could go on a little 
further, I see the United Accumulative Fund 
Limited now has assets in excess of $300 
million. 


Mr. Godfrey: I think it is $330 million as of 
Friday. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): Yes. Now, could you give me any 
idea of the amount of what you might call 
Canadian savings that was invested with the 
United Accumulative Fund to build up this 
asset of $300 million? 


Mr. Godfrey: We sell only to Canadians. A 
few people—I think out of our 130,000 share- 
holders about 400—have moved to the States 
since we sold them. They may have been 
Americans living in Canada or Canadians 
that have moved to the States. So there were 
about 130,000 Canadians—and really, I think 
it is over that now—and about 400 Ameri- 
cans. You can say 99.9 per cent are owned by 
Canadians. 


Mr. Cameron (Nanaimo-Cowichan- The 
Islands): About what volume of investment 
funds flows into United Accumulative Fund 
every year from the Canadian public? 


Mr. Godfrey: They redeem as well as buy, 
and lately it has been more in balance. 
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Mr. Cameron (Nanaimo-Cowichan-The 
Islands): New savings have gone in annually 
into this fund. 


Mr. Miller: During the last fiscal year for 
United Accumulative Fund the gross flow 
was approximately $100 million, this year it 
is somewhat less than that. 


Mr. Cameron (Nanaimo-Cowichan- The 
Islands): Under the heading of new invest- 
ment? 


Mr. Miller: New money received from 
Canadian residents. The actual figure may 
have only been about $97 million, but it is 
very close to that. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): Now, could you give me some infor- 
mation about the direction of your invest- 
ment, How much of it is invested in Canada 
and how much in the United States? 


Mr. Godfrey: Until about two or three 
years ago, I believe in 1964, we were prac- 
tically 98 per cent in Canada. About a year 
and a half ago our investment advisers felt 
that there were more opportunities in the 
United States as well as special situations, so 
at the present time I think it is 59 per cent in 
American securities and 41 per cent in 
Canadian securities. Now, that can change. It 
has been quite a shift. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): Yes, indeed. What will be the invest- 
ment policy of this insurance company that 
you are establishing? Will it follow the gen- 
eral pattern that one sees in Mr. Humphrys’ 
report of investment policies of Canadian in- 
surance companies? 


Mr. Godfrey: Yes; to begin with we will 
just buy government bonds and so on; we will 
expand into mortgages eventually, but proba- 
bly it will be 100 per cent Canadian. The type 
of investing for an insurance company is dif- 
ferent from that for a mutual fund. We are an 
equity fund; we believe in equities not in 
bonds; we are not a balance fund; we do not 
put 30 or 35 per cent of our money in bonds 
and preferred shares. Except for periods 
when we think the market may be a little 
high and when we might go what we call 
defensive, up to 15 per cent, we are 100 
per cent in equities. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): May I ask a question of Mr. Humph- 
rys at this point? I rather gathered from 
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reading your report that there is quite a large 
proportion of Canadian life insurance funds 
invested in the United States. 


Mr. Humphrys: There would be quite a 
large proportion, Mr. Cameron, to cover the 
liabilities of the companies in the United 
States, because a number of our large life 
insurance companies do a great deal of busi- 
ness in the United States. Generally speak- 
ing, the policy of Canadian life insurance 
companies is to match their assets and liabili- 
ties by currency. So that if a company were 
doing business in Canada only, its insurance 
policies would be in terms of Canadian dol- 
lars, its liabilities would be in terms of 
Canadian currency, and its assets would then 
be almost exclusively in Canada. The De- 
partment would discourage a company from 
putting itself in a position of taking an ex- 
change risk by having its assets in one cur- 
rency very much out of balance with its 
liabilities in that currency. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): But they are very large, are they not? 
Almost 50 per cent in many fields of invest- 
ment. 


Mr. Humphrys: Well, they must cover their 
liabilities in other countries with local curren- 
cy. And some of our large companies have 
more business outside of Canada than they 
have in this country. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Is there anything to prevent their 
having a larger proportion of their invest- 
ment in the United States than is required to 
cover their American liabilities? 


Mr. Humphrys: There is no prohibition in 
the law. The law requires a company to cover 
its Canadian liabilities to the extent of at 
least two thirds with Canadian assets. In ac- 
tual practice the companies follow very close- 
ly a policy of matching currencies. And, while 
we have nothing in the statute, the Depart- 
ment would certainly be critical of a company 
that was very heavily over-invested in a cur- 
rency other than Canadian. 


Mr. Macdonald (Rosedale): And you would 
encourage them to adhere to this policy by 
offering not to renew their certificate if they 
did not? 


Mr. Humphrys: We do not make any 
threats, Mr. Macdonald. If we had to do any 
real encouraging I think I would have to say 
that we would bring it before Parliament if 
we could. 
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Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): It does seem to me, Mr. Chairman, 
that this is an aspect of a proposition such as 
this that this Committee or this Parliament 
should be considering, in view of the inces- 
sant announcements that were made by vari- 
ous dignitaries that Canada simply must have 
an inflow of investment capital in order to 
keep our economy expanding. And I think it 
should be of some concern to us just what 
proportion of the savings of the Canadian 
people are not invested in expanding the 
Canadian economy but in another economy. 
That is my concern about this whole proposi- 
tion. 


There is another question I would like to 
ask Mr. Humphrys similar to the ones I asked 
him on a previous occasion. You were kind 
enough, Mr. Chairman, at that time to let me 
ask those questions although they did not 
have any relevance strictly to the Bill before 
us. It would not be fair I suppose, Mr. 
Humphrys, to ask you to say whether you 
thought the addition of new life insurance 
companies will tend to lower costs to the 
holders of life insurance policies in Canada. Is 
this the sort of competition that would 
reduce costs, or would it, on the other hand, 
be likely to increase costs because you are 
adding personnel to the administration of 
what is, after all, a fixed amount of savings of 
the Canadian people. 


Mr. Humphrys: I do not think one could 
make a categorical answer, Mr. Cameron. The 
savings of the Canadian people have not, in 
fact, been fixed; they have been rising very 
rapidly over the years. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): It is a fixed sum at any period and 
you can double the number of insurance com- 
panies, but you are not going to alter the pool 
in which they all have to fish at any par- 
ticular time. That is what I mean by a fixed 
amount of savings. 


Mr. Humphrys: There is a certain competi- 
tion, of course, between life insurance compa- 
nies and other channels of saving. In recent 
years the life insurance industry has felt it 
has lost its traditional place in the sense that 
the proportion of savings flowing into life 
insurance has been less than in past years, 
because the competitive channels have become 
more vigorous and have drawn out an in- 
creasing proportion of the savings. 

I think the introduction of new insurance 
companies would not necessarily—looked at, 
say company by company—result in a lower- 
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ing of costs. I think a vigorous degree of 
competition amongst companies marketing 
the same product tends to reduce the cost to 
the customer and increase the drive towards 
higher efficiency. I think that is really about 
as far as I could go, Mr. Cameron. Neither 
can I say that the introduction of new compa- 
nies would necessarily increase the cost, al- 
though there is some expense of forming a 
company and getting it launched. I think 
though, that the position there is perhaps not 
different from that of other businesses of 
commercial enterprises. New entrants into 
any particular activity incur some expense in 
getting started, but whether they result in 
higher costs or lower costs—I could not say. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): Other enterprises, Mr. Humphrys, I 
may point out to you, may be productive 
enterprises adding to the wealth of the coun- 
try but an insurance company does not do 
that. The insurance company deals with the 
wealth that is produced and the savings that 
the Canadian people make at any time. I 
would still like to know your opinion of 
whether it is possible for additional personnel 
injected into this particular industry to have 
any effect other than to increase costs. It 
seems to me that the overhead costs over the 
whole industry are going to go up with the 
incorporation of more companies. 


Mr. Humphrys: I do not think that any one 
administrative unit can necessarily do all the 
business, but as the volume of business grows, 
you must expand the administrative facilities 
to deal with it. I do not think it necessarily 
follows that it is more efficient to do the 
entire operation in one gigantic administra- 
tive unit, than to have a number of them. 
Furthermore, I think there may be some ad- 
vantage to the public in having a variety of 
minds working in a particular field to provide 
an opportunity for introducing new ideas 
and different approaches, which I think is the 
basis of the competitive system. I do not 
think the introduction of new units necessari- 
ly results in higher expenses. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): This is a hypothetical question. 
Would you be concerned if the present, to my 
mind, quite dangerous rate of additional life 
insurance company in corporations were to be 
doubled suddenly, and instead of dealing as 
we do every session with about a dozen, we 
had 50 or 60 new ones? 


Mr. Humphrys: Yes. 
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Mr. Cameron (Nanaimo-Cowichan- The 


Islands): Why? 
e (1.00 p.m.) 
Mr. Humphrys: I think if you carry the 


idea to extremes, they would not be able to 
survive. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): I am not so much concerned about 
their surviving; I am concerned about their 
effect on the cost to the Canadian public. It is, 
in effect, the administration of their savings. 


Mr. Humphrys: I think the question of sur- 
vival is of importance too, because the nature 
of life insurance companies is to engage in 
long-term contracts. If a company enters into 
long-term contracts with the public and then 
is unable to carry through and administer 
them it results in poor service and waste. 


Mr. Macdonald (Rosedale): These people 
should get what they paid for, then. 


Mr. Humphrys: If it fails to survive, then it 
cannot pay off the contract. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): That is all I have to say. I must say 
I find Mr. Humphrys’ answers a little uncon- 
vincing; he has not answered my fundamental 
point that there is, at any given period, a 
fixed volume of Canadian savings, and it does 
seem to me incontrovertible that a greater 
number of personnel involved in dealing with 
those savings must add extra cost to the man- 
agement of the Canadian public’s savings. 


I believe, Mr. Chairman, that this Com- 
mittee should seek to find some means of 
proper investigation so that we can examine 
the costs to the Canadian public of maintain- 
ing this enormous and growing conglomera- 
tion of life insurance companies. I think this 
is a responsibility that this Committee should 
undertake. 


The Chairman: I think this is a useful line 
of inquiry. Speaking without taking a detailed 
look at it, this may be an area that should be 
looked at if the House refers to us the annual 
report of the Department of Insurance. We 
might want to look into the possibility of 
having this done. 


Mr. Macdonald (Rosedale): I just want to 
make clear that I would not like you to think 
we accept Mr. Cameron’s arguments. I think 
it is highly controvertible that under certain 
circumstances adding more companies to the 
field, is necessarily going to increase costs. As 
the Superintendant said, competition is a very 
good discipline to keep costs down. 
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I would like to address a question to Mr. 
Godfrey. On the basis of the plan and with 
particular relation to the draft amendment, I 
understand the situation to be—let us take it 
10 years after commencement of the busi- 
ness—that Waddel and Reed is prepared to 
accept the risk that if some part of that 
ownership held by other shareholders goes 
into non-resident hands, so as to put the non- 
resident holding over the prescribed limit, 
then Waddell and Reed will lose its voting 
rights altogether. 


Mr. Godfrey: I think the key to why they 
are prepared to take this risk is that section 
16 (a) of the Canadian and British Insurance 
Companies Act provides that the Board of 
Directors can prevent the transfer of shares 
from Canadian residents to American resi- 
dents, so that Waddell and Reed and the 
Board of Directors of this Canadian company 
will make sure that none of these shares are 
sold by Canadians to Americans; otherwise 
Waddell and Reed would lose its voting 
rights. 


There could be one leakage; that is, the 
Canadian resident could retire and move to 
Miami, Florida in his old age, and Waddell 
and Reed would have to be prepared to sell 
an equivalent number of shares owned by 
that Canadian resident to Canadians to regain 
their voting power. 


Mr. Macdonald (Rosedale): They have a 
strong incentive then, to maintain, the limits. 


Mr. Godfrey: That is right. The Board of 
Directors will co-operate by refusing to per- 
mit the transfer of shares from Canadians to 
Americans and that is how they will control 
the situation. 


Mr. Macdonald (Rosedale): Thank you, Mr. 
Chairman. 


Mr. Clermont: When we look at Bill No. 
C114 it seems to be an ordinary bill, but 
when we are given all this additional infor- 
mation, it is not the same at all. How can we 
study an application on such a short notice? 
When you look at the bill there are eight 
short clauses, but when the explanation is 
given it is much more complicated. For in- 
stance for how much are you selling your 
shares? I am not speaking about the insur- 
ance shares but your own shares, the United 
Funds Management Ltd. and United 
Accumulative Funds Ltd. 
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Mr. Godfrey: United Accumulative Funds 
Ltd. shares are valued each day according to 
the market value of the underlying portfolio; 
it varies. 


Mr. Clermont: If I have to buy, how much 
do I pay, and how much do I get if I have to 
sell? 


Mr. Godfrey: If you have to sell, as of 
yesterday, I think it is $10.65. If you have to 
buy you add on 8 per cent. 


Mr. What would the. broker 
charge? 


Clermont: 


Mr. Godfrey: For the sale of shares of a 
mutual fund the ordinary charge, for up to 
$5,000, is 83 per cent. We do not sell through 
a broker; we each have our own salesmen 
selling across the country, just the same as 
life insurance is sold. They get a percentage, 
of this as a commission and the company gets 
a percentage. 


Mr. Clermont: You mentioned that initially 
you will place your funds in Canada for in- 
vestment. What do you mean by initially; one 
year, two years or three years? Look at the 
change that took place in the last five or six 
years. Ten years ago it was 98 per cent in 
Canada and 2 per cent in the United States; 
now it is 59 per cent in the United States and 
41 per cent in Canada. 


Mr. Godfrey: If we are talking about the 
life insurance companies, for the reasons 
mentioned by Mr. Humphrys we have no in- 
tention of selling any life insurance in the 
United States. We are going to sell in Canada 
only. It will be 100 per cent in Canada. 


Mr. Clermont: I know, for your insurance. 


Mr. Godfrey: For insurance it will be 100 
per cent. 


Mr. Clermont: What about your accumula- 
tive funds? 


Mr. Godfrey: It depends upon the market 
conditions and opportunities and the oppor- 
tunities in the United States. We have to 
consider the interests of our shareholders and 
until the government changes its policy and 
says something to us to the effect that “we 
would prefer that you buy more Canadian 
investment”, or something like that, we fol- 
low where we think the shareholders are go- 
ing to benefit most. 


Mr. Clermont: Will there be any non-resi- 
dents in the management? 
27108—33 


Finance, Trade and Economic Affairs 


161 


Mr. Godfrey: In the management company? 
In the management of the life insurance com- 
pany there will be no non-residents. There 
may be one or two directors representing 
Waddell and Reed. So far as I can see, two is 
the most. 


Mr. Clermont: Mr. Chairman, again I want 
to stress the fact that it is not fair for a 
member of this Committee to be called upon 
to approve an application of this magnitude 
on such short notice without being provided 
with information before coming here. 


The Chairman: Of course, it is up to the 
committee to decide whether they wish to 
approve this application. But I think Mr, 
Clermont’s point is well taken and I propose 
to direct the Clerk that in future—I presume 
I will have the support of the Committee in 
this—all those who are going to appear before 
us with respect to private bills will be asked. 
to provide copies of their statements and 
other supporting material some days in ad- 
vance for circulation to the members. 


As a matter of fact, Mr. Perley-Robertson’s 
presentation of organized material in this way 
at the opening of the meeting is an improve- 
ment on other situations we have had to deal 
with in the past. I presume it would have 
been possible to do so earlier had circum- 
stances required, but I think we should adopt, 
as an administrative practice from now on, 
based on your very constructive comment, the 
procedure that material be provided by other 
proponents of private bills and distributed at 
least three days in advance. Does that sound 
practical? 


Mr. Clermont: At least. 
The Chairman: A week in advance. 


Mr. Clermont: Mr. Chairman, the members 
belong not only to this Committee; we have 
other commitments. 


The Chairman: That is right; of course it 
could be argued that since we have been 
dealing with these things as a group for some 
time now, our expertise is such that we can 
cut to the heart of the issue almost immedi- 
ately. 


Mr. Clermont: Perhaps you are that expert 
but I am not. 


The Chairman: I said that in a jocular vein. 
I agree with you completely; your point is 
well taken and the Clerk should be directed 
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that from now on, as a formal administrative 
practice of this Committee, details and intro- 
ductory statements be provided for the mem- 
bers of the Committee, if possible at least a 
week in advance and definitely no less than 
three days in advance for circulation to the 
members for study before the public hearing. 


Mr. Monteith: Do Waddell and Reed con- 
trol or have an interest in any insurance 
companies in the United States? 


Mr. Godfrey: Yes, they do; United Inves- 
tors Life Insurance Company, which was 
started about five years ago. They sell life 
insurance, primarily term, in conjunction 
with a mutual fund. That has been very 
successful and because of that experience I 
think we convinced Mr. Humphrys that we 
had something. 


Mr. Monteith: I am sorry I came in late, 
Mr. Chairman, but I have one other question 
and I think you answered it in your last 
reply. Is this insurance company part and 
parcel of selling shares or units in the mutual 
fund? 


Mr. Godfrey: That is what we want to do. 
We cannot do it yet, but we expect we will be 
able to do it. 


The Chairman: Are there any more ques- 
tions? 


Mr. More (Regina City): Do you mean by 
your answer, sir, that you expect the provin- 
cial law to be changed? 


Mr. Godfrey: Yes. It is not a law; it is a 
policy. In fact, there is no law to prevent 
dual licensing, but the superintendents of in- 
surance have generally frowned on it. They 
want life insurance agents to sell life insur- 
ance and not lawyers and others, as in the old 
days where everybody had a life insurance 
agency. That is a good principle, but they 
were not thinking about mutual funds at that 
point because there were no mutual funds. I 
think that most of them will come around. 


The Chairman: Are there any other ques- 
tions or comments? 


Mr. More (Regina City): If you did not 
have your own sales force working through 
your own mutual fund sales office, a general 
company could have both ends of it, could 
they not? What about an investment company 
that sells a mutual fund. Can they not sell 
insurance? 
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Mr. Godfrey: Not through the same sales- 
man. 


Mr. More (Regina City): In other words, the 
position is simply that if this company is 
incorporated and becomes operational without 
a change of provincial attitude, your salesmen 
will not get permission to sell this insurance, 
so in effect all you are doing is assuming 
there is a profit to the Empire Life Insurance 
Company and you are going to take that 
yourself. 


Mr. Godfrey: Not just that, because that 
would be so small that it would not really 
interest us. We could not survive on that. We 
will have to start building an independent 
sales force to sell this mutual fund until we 
get dual licensing. In certain provinces it will 
take longer, but we will have leads; we will 
have our 130,000 mutual fund shareholders 
who we think need some life insurance to go 
along with it, particularly with more accent 
on term which is a cheaper form of life insur- 
ance than endowment, participating life, and 
so on and which the ordinary companies do 
not sell because they do not find it profitable. 
They would prefer to sell the ordinary more 
expensive life insurance. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Do the United Funds Management 
Ltd. and the United Accumulative Funds Ltd., 
operate under provincial licence and not the 
provincial regulations? 


Mr. Godfrey: There is no real provincial 
regulation of mutual funds. They have now 
formed a Canadian committee, which is inter- 
provincial; it has a federal representative and 
they are studying the whole mutual fund busi- 
ness. Out of that undoubtedly some form of 
regulation will come. 


At the present time the only regulation is 
that we have to file our prospectus with the 
various security commissions; we must make 
full disclosure. We have what we call a 
Canadian Mutual Funds Association. We have 
brought out a code of ethics and regulations, 
patterned on regulations that they have in the 
SEC in the United States and so on, and in 
effect the securities commissions have co- 
operated with us. They make it very difficult 
for people to get a prospectus accepted unless 
we do have these restrictions and policies. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): This is the Ontario situation? 


Mr. Godfrey: Ontario and all the other 
provinces. 
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Mr. Clermont: Do you intend to call for the 
adoption of this bill today? 


The Chairman: It is not up to me to call for 
the adoption of the bill before us. I present 
the clauses to the Committee and it is up to 
them to carry them or not. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): I agree with what I think is Mr. 
Clermont’s mind. We should postpone this un- 
til we have had a chance for further study. 


Mr. Clermont: I am very sorry, Mr. 
Chairman, for the sponsor, but again I stress 
the fact, not because I want to block this bill, 
that it is not fair to ask members of this 
Committee to adopt it today. When you call 
the bill clause by clause, for my part I will 
say, on division. I am not going to call for a 
vote but I will say, on division, because it is 
not fair to ask the members of this Com- 
mittee to approve such a bill within an hour. 
I do not think it would be fair to some of our 
colleagues in the House of Commons who 
might say, it is approved by the Finance 
Committee so it is all right with us. 


The Chairman: Mr. Wahn, may I call on 
you to comment? 


Mr. Wahn: I have a very brief comment, 
Mr. Chairman. The material in the memoran- 
dum which is now before the Committee is 
almost exactly as presented in the House on 
second reading. I thoroughly agree with Mr. 
Clermont’s comments in view of the number 
of committees we have, that in addition to 
that perhaps this type of memorandum should 
be made available in advance to the members 
individually. But in fairness, the material in 
the memorandum has been essentially in 
Hansard since second reading on June 6. I 
know those interested in this company are 
most anxious that the bill should be dealt 
with today in Committee if at all possible so 
that it can go back to the House for third 
reading before the recess. 


The Chairman: When is the earliest time 
this bill could be considered in the House? 


Mr. Clermoni: I do not want to discourage 
the sponsor who has said he expects third 
reading to come before the recess. From the 
little experience I have of House proceedings 
and the fact that it involves nearly 100 per 
cent non-resident ownership, I am surprised 
he expects third reading before recess. 


Mr. Wahn: 
smoothly, Mr. 


We understand it will go 
Chairman, because of this 
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amendment which will reduce non-resident 
ownership below the 50 per cent. 


The Chairman: When is the earliest this 
could be considered in the House? 


Mr. Wahn: It could be reported today. 


The Chairman: It could not be reported 
today. 


Mr. Wahn: Then the earliest would be next 
Tuesday, presumably. 


The Chairman: I think there is an impor- 
tant principle here and I am in the hands of 
the Committee. I make the suggestion—and 
again it is up to the Committee—that we have 
a further hearing Thursday morning to deal 
with any unanswered questions unless, of 
course, on further consideration members feel 
that other questions can be dealt with while 
we deal with the clauses, in which case we 
could continue sitting at this time. 


Mr. Monteith: May I ask, Mr. Chairman, 
whether Mr. Humphrys commented favoura- 
bly on the passage of this bill before I came 
in? 


The Chairman: So far as Mr. Humphrys is 
concerned I do not think it is his policy to 
approve of the proposals. I think he indicates 
whether he has any objections. I believe he 
indicated that there were no such objections 
and he took his usual position which enables 
us to say there is nothing adverse with re- 
spect to his administrative investigation. 


Mr. Humphrys: Yes, Mr. Chairman, I dealt 
with all the usual questions. 


The Chairman: So we have two alterna- 
tives. We do not have authority to sit while 
the House is sitting. We can continue sitting 
for a brief period now or we can consider 
resuming Thursday morning even though, of 
course, the clauses can be called and voted 
on, pro and con, in the usual way. If I may 
express my own view, I think there is an 
important principle here of appropriate con- 
sideration. 


Mr. Cameron (Nanaimo-Cowichan- The 
Islands): I do not think we should try to go 
any further now because the whole point of 
Mr. Clermont’s objections, which I agree 
with, is that we have not had a chance to look 
at this rather complex corporate set-up. I 
think if we are going to postpone it, it will 
have to be for another week in Committee. 


164 


The Chairman: As this cannot be consid- 
ered in the House until Tuesday and no re- 
port could be presented to the House today, it 
may be that at least one or two representa- 
tives of the proponents could come back on 
Thursday. It may not be necessary to have 
the entire group and we may complete any 
consideration. 


If there is not unanimous consent on this 
those who feel we should not complete it 
today should be prepared to move for ad- 
journment in a parliamentary way. If it car- 
ries we will adjourn and if not we will con- 
tinue. 


Mr. Cameron 


; (Nanaimo-Cowichan-The 
_ Islands): I so move. | 


Mr. Comiois: I second the motion. 


The Chairman: Moved by Mr. Cameron, 
seconded by Mr. Comtois, that we adjourn 
until Thursday morning. This motion is not 
debatable. All those in favour? Opposed? 


Motion agreed to. 


The Chairman: We will 
Thursday morning at 11 o’clock. 


adjourn until 


Wednesday, June 28, 1967 
® (1.41 p.m.) 


The Chairman: Gentlemen, we are now in a 
position to begin our meeting. 


When we adjourned yesterday we were dis- 
cussing with the witnesses the substance of 
Bill C-114—the Preamble. Originally we had 
planned to have our next meeting to discuss 
this bill on Thursday as it was believed that 
the next private members’ hour would not be 
until next week. However, it was discovered 
that there would be a private members’ hour 
this week. Mr. Wahn then canvassed the 
members who were present and they indicat- 
ed their willingness to have a meeting today 
and I, therefore, requested the Clerk to call 
this meeting. If it meets the will of the 
Committee, we will complete our considera- 
tion of Bill C-114 at this time. 


Mr. Wahn: Mr. Chairman, I would like to 
express my thanks to the members of the 
Committee and to the Clerk for making this 
meeting possible. I was in error yesterday 
when I thought there would not be a private 
members’ hour for private bills until next 
Tuesday, whereas there is one coming up to- 
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morrow. This is the reason for the urgency 
involved in today’s meeting. I just wanted to 
express my thanks for the co-operation shown 
as it has helped us to prepare the bill. 


Mr. Clermont; Mr. Chairman, am I right in 
my understanding that on the table which 
was distributed to us, under the main head- 
ing, “Waddell & Reed, Inc.’’, the sub-heading 
should not read “Direct and Indirect Own- 
ership’, but only “indirect”? 


Mr. J. M. Godfrey (President, United Ac- 
cumulative Fund Lid.): That is right. 


Mr. Clermont: What about the other head- 
ing, “Other Shareholders”? under which there 
are three sub-headings: “Direct Ownership”, 
“Direct Ownership” and “Direct and Indirect 
Ownership”? 


Mr. Godfrey: The sub-headings under 
“Other Shareholders” are correct because the 
“direct and indirect” goes around into the life 
insurance company whereas one is direct 
ownership in United Funds Management Ltd. 
and the other is direct ownership in the life 
insurance company. 


The Chairman: The only change required is 
to strike out the words “direct and” at the top 
of the first column. 


Mr. Clermont: It makes quite a difference. I 
have another question, Mr. Chairman. The 
companies that are interested in the applica- 
tion of the United Investment Life Assurance 
Company are the United Investment Services 
Ltd., United Accumulative Fund Ltd., United 
Funds Management Ltd. and Waddell & 
Reed, Inc. Are the first two Canadian com- 
panies? 


Mr. Godfrey: They are all Canadian com- 
panies except Waddell & Reed, Inc. 


Mr. Clermont: With provincial or federal 
certification? 


Mr. Godfrey: They have federal certifica- 
tion. No, excuse me, United Investment 
Services Ltd. is an Ontario company, but 
United Funds Management Ltd. and United 
Accumulative Fund Ltd. are both federally 
certified companies. 


Mr. Clermont: United Investment Life 
Assurance Company will supply only their 
knowledge in the insurance field? 


Mr. Godfrey: That is right. They will have 
no financial interest. 
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Mr. Clermont: I understand the sponsor, 
Mr. Wahn, intends to introduce an amend- 
ment to this bill when the clauses are called 
that will ensure that the non-residential 
registration will decrease in 10 years to, say, 
66 per cent for United Funds Management 
Ltd. and to 75 per cent for Waddell & Reed, 
Inc., and so on? 


Mr. Godfrey: That is right. 
Mr. Clermont: Thank you. 


The Chairman: Are there any further ques- 
tions or comments on the Preamble? 


Mr. McLean (Charlotte): The other day you 
said that you had transferred your invest- 
ments from, I think, 2 per cent to 59 per cent. 


Mr. Godfrey: In foreign securities? 
‘Mr. McLean (Charlotte): Yes. 
Mr. Godfrey: Yes, that is right. 


Mr. McLean (Charlotte): Are you going to 
continue to reinvest more in the United 
States? 


Mr. Godfrey: We have already been hold- 
ing from 57 to 59 per cent for some months. 
This was the subject of a very lively discus- 
sion in our board meetings, as you can imag- 
ine. 


Mr. McLean (Charlotte): The success of the 
insurance company will depend, to a great 
extent, on the success of the other holding 
companies. Of course, my personal opinion is 
that the United States are skating on very 
thin ice, at present. 


Mr. Godfrey: Our present policy, as far as 
American securities are concerned, involves 
special situations which do not exist in 
Canada, such as the Polaroid Corporation, 
Derox Corporation, International Business 
Machines and some airlines. 


Mr. McLean (Charlotte): As you know, it is 
said that the United States is the most power- 
ful nation on earth. It was the most powerful 
nation on earth in the 1920’s; yet it got us into 
the “hungry thirties” and it could do it again. 


The Chairman: Is there any further discus- 
sion on the Preamble? 


Shall the Preamble carry? 
Preamble agreed to. 
Clauses 1 and 2 agreed to. 


Finance, Trade and Economic Affairs 


165 


The Chairman: Shall Clause 3 carry? 


Mr. Clermont: When will the septs i 
be introduced? 


The Chairman: It is an amendment to 
Clause 8. If anybody has any questions or 
comments with respect to a specific clause, I 
am sure they will speak up when I ao the 
clause in question. 


Clauses 3 and 4 agreed to. 
The Chairman: Shall clause 5 carry? 


On Clause 5—Subscription and payment 
before commencing business. 


Mr. Lambert: When do you anticipate that 
you will receive the subscriptions for the 
$500,000 in capital stock and the surplus of 
$500,000? } 


Mr. Godfrey: We have the money now. It is 
all in short-term obligations. We are just 
waiting until the Company begins operations. 


Mr. Lambert: This will not diminish in any 
way the corporate reserves required for other 
purposes? 


Mr. Godfrey: Let me put it this way. We 
have about a $2 million surplus in other com- 
panies of which we are using $1 million for 
this purpose and this leaves us with at mil- 
lion in reserves. 


Mr. Lambert: This leaves you with ample 
reserve requirements with the Ontario Securi- 
ties Commission, and any other statutory re- 
quirements for your other companies? 


Mr. Godfrey: That is right. We expect to 
get $250,000 of this back within two years 
because we are going to sell off at the same 
price. The million dollars will be for other 
short-term business. 


Mr. Lambert: This is provided that you find 
buyers. 


Mr. Godfrey: No; these will go mostly to 
our managers. We want the Canadians in the 
organization to participate in this Company. 
We think that is one of the fundamentals to 
its success. 


Clauses 5, 6 and 7 agreed to. 


The Chairman: I will now call clause 8. I 
understand, Mr. Wahn, you have an amend- 
ment to propose. 


Mr. Wahn: Yes, Mr. Chairman. I move, 
seconded by Mr. Lind, that immediately fol- 
lowing clause 7 a new clause 8 be added in 
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the terms which have been circulated to the 
members of the Committee and given to the 
Clerk and that existing clause 8 be renum- 
bered clause 9. 


The Chairman: I believe the Clerk has a 
copy of the amendment and the text of it has 
been circulated. I believe you explained it 
briefly whén you presented the Bill to us. Do 
you have any further comments at this time? 


Mr. Wahn: The purpose of this amendment 
is to give legal assurance that the non-resi- 
dent ownership of shares in the Company will 
be reduced in accordance with the chart 
which has been circulated, and if the Com- 
pany fails to do that it would lose its voting 
rights on its stock. I think that is a brief sum- 
mary. 


Mr. Godfrey: Yes; the non-residents would 
lose their voting rights. 


The Chairman: Have you any supplemen- 
tary comments, Mr. Godfrey? 


Mr. Godfrey: I have tried to mesh it with 
the Act. I have discussed the amendments 
with Mr. Humphrys who was helpful and I 
think he is satisfied from the technical point 
of view. 


Mr. Wahn: I understand, Mr. Chairman, 
this has also been cleared with Dr. Ollivier, 
the Counsel for the House. 


The Chairman: I understand. Do you have 
any objections to the form as far as the tech- 
nical requirements of your Department are 
concerned, Mr. Humphrys? 


Mr. R. Humphrys (Superintendent of In- 
surance): No, Mr. Chairman. 


Mr. Lambert: Page 2 of the typewritten 
amendment reads: 


...no person shall, either as proxy or in 
person, exercise the voting rights per- 
taining to the shares of the Company 
held by a non-resident... 


Are you satisfied that this means held directly 
or indirectly, that shares held by Canadians 
shall not have a declaration of trust behind 
them? In other words, that the beneficial 
right of ownership shall be Canadian? 


Mr. Humphrys: This clause will suspend 
the voting rights, not of all non-residents but 
of a non-resident if that non-resident owns 
more than 50 per cent of the issued and 
outstanding shares, or if the shares are held 
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in his name or right or for his use or benefit. 
I think those words will cover the indirect 
ownership as well as the direct ownership. 


Mr. Ballard: Mr. Chairman, perhaps some 
of my legally trained friends and colleagues 
will explain the meaning of subsection (3). It 
seems to me that the intent of this subsection 
is to nullify what has already been said in 
the first two subsections, except at the choice 
of the Company. Would you comment on that? 


Mr. Godfrey: Subsection (3) contains exact- 
ly the same wording as subsection (4) of sec- 
tion 16 (c) of the Canadian and British In- 
surance Companies Act. It is possible that the 
shares might be voted illegally without their 
realizing that they are being voted illegally. 
That is, somebody could move from Canada 
to the United States without the Company 
knowing it and immediately become a non- 
resident which would push the percentages 
over what we have undertaken. In that case, 
somebody might come along in five years and 
say those proceedings are null and void be- 
cause they voted, even though unwittingly. 

That was why it was put into the Act 
which has a similar section about not voting. 
What it means is that if somebody votes when 
they should not have, the Canadian sharehold- 
ers can come along and say you should not 
have voted; we will call another meeting and 
rescind the vote, if they are aware of the fact. 
But until the Canadian shareholders take that 
action it does not automatically nullify any- 
thing. 


Mr. Ballard: My understanding of the sec- 
tion is that if the situation you described 
occurs, the action is voidable at the instiga- 
tion of the Company but not of other people. 
I am wondering whether you are giving the 
same protection to third parties with this sec- 
tion as you are to the Company? 


Mr. Godfrey: I think Mr. Humphrys knows 
more about this than I do. He was responsible 
for it going into the Act itself. What happens 
is that if nobody objects to the voting, and 
they probably would not object if they did 
not know it was illegal, everything is 
confirmed within a year. If Waddell and 
Reed, for instance, or United Funds Man- 
agement, do not follow through with their 
undertaking—to begin with they would not 
be allowed to vote if you knew it—the 
Chairman and the Canadian shareholders 
would not permit them to vote. This would be 
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illegal. But if they do vote and people do not 
realize it is an illegal vote then the Canadian 
shareholders can call a special general meet- 
ing and rescind anything that happened due 
to that illegal voting, but they have to do it 
within a year. 


Mr. Ballard: Let me try to be more specific. 
Let us suppose the Company does make a 
transaction with a third party, an insurance 
contract, and they find out within the 
specified period that the contract is not to 
their benefit or advantage, does this section 
not permit the Company—I am not saying 
that they would—to void that transaction by 
saying that we had contravened the actions of 
the first two sections? What I am saying is 
that the Company gets a different position 
from this subsection than a third party would 
get from the same subsection. 


Mr. Godfrey: That is possible; I do not 
know whether there are situations where 
third parties would be relying upon a vote 
but they would certainly take a look at this 
Act, and if they are relying on changing their 
position upon some vote passed by the share- 
holders they would investigate to make sure 
that vote was legally passed. 


This is the way they have to do it under 
this Act and the Canadian and British In- 
surance Companies Act. Any time there is a 
vote, somebody has to see that section 16 (d) 
has not been contravened, the same way you 
would have to do it here, so that no doubt 
they would investigate and get a list of share- 
holders to see whether they were resident and 
satisfy themselves that the vote was legal. 


Mr. Humphrys: Mr. Chairman, it should be 
kept in mind that the voting takes place at a 
meeting of the shareholders of the Company 
and the matters taken up at the meeting and 
voted on would be by-laws—election of Di- 
rectors and things of that nature. They would 
not usually involve contracts with the public 
so that it would be a matter really for the 
internal government and operation of the 
Company. 


Mr. Ballard: This is precisely my com- 
plaint. At a general meeting it could be estab- 
lished that the election of Directors and offi- 
cers is, in fact, illegal and if the Company so 
desired they could fall back on this section to 
establish the illegality of the elections which 
would probably void or outlaw all of the 
actions taken by the Company subsequent to 
that election. I do not see this happening but 
it is a possibility. 
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The Chairman: I will recognize Mr. 
Humphrys and then Mr. Lambert, a corporate 
counsel with some experience who may have 
a view to express. Perhaps, Mr. Wahn you 
may wish to join in. 


Mr. Humphrys: The purpose of the clause 
and the corresponding section in the general 
Act is to avoid the very problem that you 
have described. It is to make sure that the 
actions are not illegal because of an inadver- 
tent violation. It says specifically that the 
actions are not void and can only be voided 
by subsequent action of the Company, so that 
the Company and everyone who deals with it 
are not left in the position of wondering 
whether the action of the Company was legal 
when it took place. The intention was not to 
void all the actions by law but to give the 
Company a chance to look at them again with 
a properly constituted voting constituency. 


Mr. Lambert: I think it is quite clear. A 
fundamental case in commercial law is the 
Royal British Bank case which illustrates pre- 
cisely what Mr. Ballard is talking about, that 
neither the Bank nor the public can rely upon 
any inward deficiency, if outwardly every- 
thing appears in order. 


Mr. Godfrey: It is 
principle. 


inward management 


Mr. Lambert: That is right. 


Mr. Godfrey: So that in effect, they just 
could not... 


Mr. Lambert: That could not possibly arise. 


Mr. Godfrey: They were stopped from so 
doing. 


The Chairman: Mr. Wahn, do you want to 
give us the benefit of a professional opinion? 


Mr. Wahn: I agree with Mr. Lambert’s 
legal opinion. I do not think it would invali- 
date contracts for insurance, for example. 


Mr. Ballard: What I was looking for, Mr. 
Chairman, is precisely what has happened—to 
have some statement from some members of 
the Committee. 


The Chairman: You know, this is remarka- 
ble. We have three eminent corporate counsel 
and all of them are giving the same opinion. 
This should be noted in our records in some 
way. 


Mr. Clermont: Do you share their opinion? 
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The Chairman: I defer to my seniors but it hold the shares, and while there is compliance 


seems to be consistent with my own opinion. 
Mr. Clermont: Thank you. 


The Chairman: Do any of the accountants 
want to say anything? 


Mr. Ballard: I have said too much now. 


- The Chairman: Are there any other profes- 
sions here? Lumber dealers? Bank managers? 
Does anybody else want to give any thoughts 
on this? 


Is there any further discussion with respect 
to the amendment? 


Mr. Lambert: I have one other point. I 
hope that some day when we get into this 
idea of Canadianization of companies, they 
will not use the idea of merely residence as 
giving you the mantle of Canadianism. The 
Bank Act and some of the more recent legis- 
lation have gone to the logical step of insist- 
ing on Canadian citizenship because resi- 
dence, as you know, flows across the border. 
All you have to do is to have corporate ex- 
ecutives establish their residence and they 


with the law in spirit, the control is still with 
the exterior. 


The Chairman: Is there any further discus- 
sion of the amendments? : 


Shall the amendments carry? 


Some hon. Members: Agreed. 
Clauses 8 and 9 as amended agreed to. 
Title agreed to. 


The Chairman: Shall I report the Bill as 
amended? 


Some hon. Members: Agreed. 


The Chairman: This concludes our Agenda, 
gentlemen. Therefore, we adjourn to the call 
of the Chair. I do not think we have anything 
before us to consider next week. 


Mr. Lambert: All I can say is that I hope I 
shall soon be sponsoring a bill before this 
Committee for the same purpose but that it is 
an all-Canadian operation. This may happen. 


The Chairman: I thank you, gentlemen. 
The meeting is adjourned. 
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APPENDIX “E” 


BILL C-114 
AN. ACT TO INCORPORATE UNITED 
INVESTMENT LIFE ASSURANCE 
COMPANY—MEMORANDUM 


Purpose of Incorporation 


‘The ‘Company is to be incorporated for the 


purpose of carrying on the business of a life 
insurance company throughout Canada. 


Control - 


United Funds Management Ltd. will sub- 
scribe for $500,000 of the capital stock of the 
Company-and will make further contribution 
to surplus of $500,000. 


Within two years of commencement of 
business, United Funds Management Ltd. will 
sell to officers, directors and employees of the 
Company and, if necessary, others who are 
Canadian residents 25 per cent of the capital 
stock of the Insurance Company for the same 
price. 


United Funds Management Ltd. is an in- 
vestment management company which is the 
investment advisor with respect to the port- 
folio of United Accumulative Fund Ltd., a 
Canadian mutual fund with assets in excess 
of $300,000,000. Over 99 per cent of the 130,- 
000 shareholders of United Accumulative 
Fund Ltd. are Canadians, as are 13 of the 15 
members of its Board of Directors. 


Approximately 80 per cent of the shares of 
United Funds Management Ltd. are presently 
owned by Waddell & Reed, Inc. an American 
investment company managing the portfolio 
of United Funds, Inc., with assets in excess of 
$2,000,000,000. 


Canadian Participation and Ownership 


Approximately 19 per cent of United Funds 
Management Ltd. shares are owned by 
Canadian residents. 


Waddell & Reed, Inc. will, within two years 
of commencement of business of the Insur- 
ance Company, make a public offering to 
Canadian residents of a sufficient number of 
the shares of United Funds Management Ltd. 


to bring its share ownership to below 75 per 
cent. Accordingly, within two years of the 
Insurance Company commencing business, 
the indirect ownership of Waddell & Reed, 
Inc., in the Insurance Company will be re- 
duced to a maximum of 56.25 per cent with 
practically all of the balance owned by resi- 
dents of Canada. 


United Funds Management Ltd. will under- 
take to sell to Canadian residents within ten 
years of the commencement of business of the 
Insurance Company, sufficient shares of the 
Insurance Company then owned by them to 
bring the indirect ownership of Waddell & 
Reed, Inc. in the Insurance Company to sateags 
50 per cent. 


Nature of Business to be Conducted 


The Insurance Company will initially offer 
for sale Term insurance and Ordinary Life 
insurance, stressing forms of such insurance 
which complement the investment require- 
ments of the shareholders of the mutual fund, 
United Accumulative Fund Ltd. The Fund 
has over 130,000 shareholders. 


Other policies of insurance will be studied 
and introduced if found to be appropriate. 


Operations 


The insurance sales force will operate out 
of the existing branch offices of United In- 
vestment Services Ltd., the selling organiza- 
tion, which is a wholly owned subsidiary of 
United Funds Management Ltd. There are 
presently 62 such branch offices serving al- 
most all of the major cities across Canada and 
ready to provide facilities and service to the 
insurance sales force. 


Management and administrative personnel 
and facilities of the parent ‘Company and its 
subsidiaries are available to provide efficient 
low-cost service in the establishment and ad- 
ministration of the Insurance Company, in- 
cluding computer facilities and experience in 
servicing 130,000 customer accounts many of 
which remit investments on a monthly, quar- 
terly or annual basis, one form of which in- 
cludes the handling of insurance applications 
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and claims. Experienced management person- 
nel will be readily available for consultation 
and an estate settlement department is al- 
ready in operation. 


Investment Policy 


Initially, the Insurance Company’s funds 
would be invested largely in Federal, Pro- 
vincial and Municipal bonds, however, with 
growth, the investment advisors of United 
Funds Management Ltd. would be called 
upon to guide the Company in its investment 
activity to allow for diversification to include 
investment in corporate bonds, mortgages and 
other securities allowed under the Canadian 
and British Insurance Companies Act. 


Feasibility Studies 


Extensive feasibility studies and projections 
have been carried out by Eckler Brown & 
Company Ltd., a firm of consulting actuaries 
in Toronto, projecting that there should be an 
operating gain in the third year and subse- 
quent years and that the cumulative operat- 
ing gain should exceed the Surplus Strain 
some time in the fifth year and that by the 
tenth year, there should be a net surplus gain 
of $1,400,000. 


The actuary made his findings after several 
consultations had taken place between the 
Department of Insurance, the actuary and 
Company officers and an examination of 
United Investors Life Insurance Company ex- 
perience had been conducted. United Inves- 
tors Life Insurance Company, a subsidiary of 
Waddell & Reed, Inc., is an insurance compa- 
ny engaged in the sale, primarily, of Term 
Life insurance to complement the mutual 
fund sales of Waddell & Reed, Inc. in the 
United States. 
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Reinsurance 


The Insurance Company would enter into 
reinsurance contracts to reduce the single 
case risk element in policies sold. 


Management 


The Insurance Company will be headed by: 

Mr. Gordon E. Eddolls, B.Sc., President 

of United Investment Services Ltd., who 

has had former experience in the insur- 
ance industry. 


Other management personnel will include: 


Mr. Rodney S. C. Donald, M.A., M.B.A., 
President of United Funds Management 
Ltd., who has been chief executive of 
investment management for 7 years. 


Mr. John Wm. Galbraith, B.Sc., C.P.A., 
Vice-President—Administration of United 
Investment Services Ltd. 


Mr. Stanley R. Anderson, Barrister & 
Solicitor, Secretary of United Investment 
Services Ltd., 


Mr. William R. Miller, C.A., Treasurer 
of United Funds Management Ltd., and 
United Investment Services Ltd., 


The Company will employ a senior under- 
writer and such other specialists as may 
become necessary. 


Eckler Brown & Company Ltd. will provide 
continuing actuarial service, both for the es- 
tablishment of the Company’s books, policies 
and manuals and for annual actuarial review. 


Legal Counsel: Godfrey & 


Lewtas, 


Campbell, 


Parliamentary Agent: Gowling, MacTavish, 
Osborne & Henderson, 


Auditors: Clarkson, Gordon & Co. 


June 28, 1967 


TIME 


BPE D IOUS 5 65 cicansesesnnnenaznenssea 


wo years after commencement of 
BIGiNGSS et aire ee eee ace 


en years after commencement of 
BISITICRS ee eee one ce 


Finance, Trade and Economic Affairs 171 


OWNERSHIP OF SHARES IN UNITED INVESTMENT LIFE ASSURANCE COMPANY 


WADDELL & REED, INC. OTHER SHAREHOLDERS 


| q . | Direct and 
Indirect Direct Direct. Direct Direct Indirect 
Ownership Ownership eS a Ownership Ownership Ownership 
| | 
| | | | 
ne ae CYA © | ebsbahaonaticse: Mphsounerepectomns aha an f 20% 
| oa bi at eo 
56.25% oe eee i oe OMe 1. MEER Rene enon Rader 25% 25% 43.75% 
TRAUE AR ire AG 
| | | | 
49.5% 0% ee Bee ied Wetec Nek Coie Ate Caneae een 25% 34% 50 ith: 
| 
| UNITED FUNDS |! 
| MANAGEMENT LTD. | 


At ineeption...............-+--- 100% 


Two years after commence- | 
ment of business.............-- 75% 


Ten years after commence- 
ment of business..............- 66% 


ae = 


| | 


es Se 


UNITED INVESTMENT 
LIFE ASSURANCE COMPANY 


a a NN 


” y ; ets 
peey rat, i" | ot | 
4b oh ' : ae ne a, ale 7 q » Pseys aint a 
1 ale : ae ee. he we a ( 4 B tyfdierwy: eae 


een pl ei ee 


coed 


ee 
at 


ane 


cl eye 


Sy te ee ee a 


proaearien ee PTT Se ASE mn ms tte eee 


i 
Mi 


san dt te King tin oe 


ote 


ee 


LUNE ET 


Soa 


a 


} 
1 


a 


OD pare moe tT 
Se Seer? ONES Le 


er. 
; iam 
de Se 


“4 
ies 


| 


, 


pt ah tne i mein sl Se ee 


rs ate 


HOUSE OF COMMONS 


Second Session—Twenty-seventh Parliament 


1967 


STANDING COMMITTEE 
ON 


FINANCE, TRADE AND ECONOMIC AFFAIRS 


Chairman: Mr. HERB GRAY 


MINUTES OF PROCEEDINGS AND EVIDENCE 
No. 9 


THURSDAY, NOVEMBER 9, 1967 


Ve RESPECTING 


Bil S+11; Wr Att-respecting Principal Life Insurance 
| Company of Canada 


f 
ifs 
* 


: 2S py a WITNESSES: 


R. W. Mate et ekentacy Agent; R. Humphrys, Superintendent of 
Insurance; Dennis R. Stewart, Vice-President and Director, Principal 
Life Insurance Company of Canada. 


ROGER DUHAMEL, F.R.S.C. 
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1967 


27110—1 


STANDING COMMITTEE 
ON 
FINANCE, TRADE AND ECONOMIC AFFAIRS 


Chairman: Herb Gray 


Vice-Chairman: Mr. Gaston Clermont 


and Messrs. 


Ballard, Gilbert; Mackasey, 

Beaulieu, Irvine, McLean (Charlotte), 

Cameron (Nanaimo- Laflamme, Monteith, 
Cowichan-The Islands), Lambert, More (Regina City), 

Cantin, Latulippe, Noel, 

Comtois, Leboe, oe Tremblay (Matapédia- 

Flemming, Lind, Matane), 

Fulton, Macdonald (Rosedale), Wahn—(24). 


Dorothy F. Ballantine, 
Clerk of the Committee. 


ORDERS OF REFERENCE 


Weinngiey October 4, 1967. 


Ordered,-—That the name of Mr. Leboe be substituted for that of Mr. 
Johnston on the Standing Committee on Finance, Trade ong Hse Affairs. 


rine 2 


THURSDAY, November 2, 1967 


Ordered,—That Bill S-11, An Act rset at Principal Ts i unaviee Com- 
pany of Canada, be referred to the Standing Orne on Finance, Trade and 
Eeonomic Affairs. oh 


Attest caine 


ALISTAIR FRASER, 
The Clerk of the House of Commons. 
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REPORT TO THE HOUSE 


FRIDAY, November 10, 1967 


The Standing Committee on Finance, Trade and Economic Affairs has the 
honour to present its 


FirtH REPORT 


Your Committee has considered Bill S-11, An Act respecting Principal Life 
Insurance Company of Canada, and has agreed to report it without amendment. 

However, your Committee recommends that the title of the French version 
of the Bill be altered to read “Loi concernant la Principale du Canada, Com- 
pagnie d’Assurance-Vie’’. 

A copy of the Minutes of Proceedings and Evidence relating to this Bill 
(Issue No. 9) is tabled. 


Respectfully submitted, 
HERB GRAY, 


Chairman. 


MINUTES OF PROCEEDINGS 
| Tuurspay, November 9, 1967 
(9) 


The Standing Committee on Finance, Trade and Economie Affairs met at 
9:45 a.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Clermont, Comtois, Flemming, Gray, Irvine, 
Laflamme, Lambert, Mackasey, McLean (Charlotte), Monteith, Wahn (11). 


Also present: Mr. Rynard. 


In attendance: Messrs. R. W. McKimm, Parliamentary Agent; R. Hum- 
phrys, Superintendent of Insurance; Representing Principal Life Insurance 
Company of Canada: Dennis R. Stewart, Vice-President and Director; Ralph P. 
Forster, Secretary-Treasurer and Director; Lynn A. Patrick, Counsel and 
Director. 


The Committee proceeded to consideration of Bill S-11, An Act respecting 
Principal Life Insurance Company of Canada. 


On the preamble 


At the invitation of the Chairman, the Sponsor (Mr. Lambert) introduced 
the Parliamentary Agent (Mr. McKimm) who, in turn, introduced the wit- 
nesses. 


The Parliamentary Agent explained that the purpose of the present bill 
is to extend the expiry date of chapter 21 of the statutes of 1965, An Act to 
incorporate Principal Life Insurance Company of Canada, to June 30, 1969. 


Mr. Stewart explained the reasons for the company’s inability to incor- 
porate since the Act of incorporation was passed. 


Messrs. Humphrys and Stewart were questioned, and the preamble was 
carried, 


Clauses 1 and 2 were carried. 
On the title 


The Committee noted that, although chapter 21 of the Statutes of 1965 
gives the company a French name, the title in the French version of the present 
bill uses the English name of the company. 


On motion of Mr. Laflamme, seconded by Mr. Flemming, 


Resolved,—That the title of the French version of Bill S-11 be altered to 
read Loi concernant la Principale du Canada, Compagnie d’Assurance-Vie. 


9—5 


The title and the bill were carried. 
Ordered,—That the Chairman report the bill without amendment. 
At 10:30 a.m., the Committee adjourned to the call of the Chair. 


Dorothy F. Ballantine, 
Clerk of the Committee. 
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EVIDENCE 


(Recorded by Electronic Apparatus) 


Thursday, 9 November, 1967. 


e (9.45 am.) 


The Chairman: Gentlemen, I will now call 
the meeting to order. 


(Translation) 


This will be a non-official meeting; we will 
not proceed to any votes until we are in an 
official position to do so. 


(English) 

Our agenda today is to consider Bill S-11, 
an Act respecting Principal Life Insurance 
Company of Canada. We have with us the 
sponsor, the Hon. Marcel Lambert. I will ask 
him to introduce those who have come in 
support of this Bill. 


Mr. Lambert: Thank you, Mr. Chairman. 
Gentlemen, several days ago I took the 
opportunity of circulating among all of you 
the last annual consolidated report of the 
Principal group which is really the sponsor- 
ing organization for this proposed Insurance 
Company, which they propose because this 
Bill is one to extend the corporate charter of 
the Principal Life Insurance Company which 
was incorporated in 1965. 

I am now going to introduce Mr. Feniw. 
McKimm—Ward McKimm—of Ottawa, who 
is the Parliamentary Agent and let him carry 
on to introduce the various officers of the 
Principal Life Insurance Company who are 
here today to answer whatever questions you 
may wish to put. 


Mr. R. W. McKimm (Parliamentary Agent): 
Thank you. Hon. members, two years ago 
this Committee considered, approved, and 
ultimately Parliament passed an act incor- 
porating Principal Life Insurance Company, 
and the Principal Life Insurance Company 
had, under the Canadian and British Insur- 
ance Companies Act, two years within which 
to register and to qualify to carry on 
business. 


For good business reasons, which the Vice- 
President of the Company will explain to 
you, they did not proceed to register and get 
into operation within that two-year period. 
The sole purpose of the Bill which is before 
the Committee is to extend the time within 
which the Company may qualify to register 
and to commence operation. 

I have with me today Mr. Dennis R. Ste- 
wart, Vice-President and director of the 
Principal Life Insurance group. Among his 
various other activities as Vice-President of 
the Company Mr. Stewart is in charge of 
investment policy. He is ably backed by the 
distinguished Mr. Ralph Forster, Treasurer of 
the Company. I am sure that these two gen- 
tlemen, who are active officers of the Compa- 
ny, will be able to answer any questions you 
may have. 

Also present is Mr. Lynn A. Patrick, the 
Edmonton counsel for the Company, and Mr. 
Humphrys from the Department of 
Insurance. 

Mr. Chairman, is it your wish to hear Mr. 
Humphrys first? 


The Chairman: I think we should hear 
from Mr. Humphrys before you ask your 
witnesses to supplement your own 
presentation. 

Mr. Humphrys, would you come forward 
and give us the views of your Department on 
the proposed Bill. 


Mr. R. Humphreys (Superintendent of In- 
surance): Mr. Chairman and hon. members, as 
Mr. McKimm has explained, the purpose of 
this Bill is to extend the life of the Act that 
was adopted in 1965 incorporating this Com- 
pany. The terms of the original Act followed 
the usual pattern for incorporating a life 
insurance company. The Act specified the 
provisional directors and stated that athe 
required capital would be $1 million which 
might be increased to $4 million. It also stat- 
ed that at least $500,000 had to be paid in 
cash into the Company before they had their 
first organization meeting and that at least 
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$500,000 capital and $500,000 of surplus had 
to be paid in before they started business. 


The Act gave the Company power to tran- 
sact life insurance, sickness insurance and 
personal accident insurance, which is the 
usual list granted to life insurance compa- 
nies. It specified that the Company would be 
subject to the Canadian and British Insur- 
ance Companies Act in the same fashion as 
other companies. The Company had _ until 
June of this year to become organized and 
registered but were not able to do so for 
reasons that I am sure Mr. Stewart will 
explain. 

So far the Insurance Department is con- 
cerned, we were informed of the fact that the 
group of companies involved was under some 
financial strain and for these reasons and we 
thought it preferable for the group to resolve 
these other matters before they strained 
themselves further by trying to get the In- 
surance Company into operation. Our view 
was that it would be better to ask Parliament 
to extend the life of the Bill than to have the 
group scramble to try to get the Company 
organized within the original time limit. If 
this Bill is adopted, the Company will have 
until June of 1969 to get organized. Its ability 
to organize the Company will depend to a 
large degree on the financial results of the 
group this year or next year. It is my under- 
standing that substantial improvement has 
been made in the re-organization affairs of 
the group and its financial position and we in 
the Department have no reason to take a 
view different from the view we took in 
1965, indicating that we had no objection to 
this Bill and that we supported the applica- 
tion for incorporation. — 


The Chairman: Thank you, Mr. Humphrys. 
Mr. McKimm, perhaps you will now call on 
your colleagues to supplement your prelimi- 
nary presentation. 


Mr. McKimm: Thank you. Perhaps I could 
ask Mr. Stewart to explain briefly the rea- 
sons for not having proceeded with the regis- 
tration of the Company, and then answer any 
questions members of the Committee might 
wish to put. 


Mr. Dennis R. Stewart (Vice-President and 
Director, Principal Life Insurance Company 
of Canada): Mr. Chairman and hon. mem- 
bers, the main reason that we did not incor- 
porate Principal Life or raise the capital for 
Principal Life under the original Bill was 
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that shortly after we received our first incor- 
poration a tightening up in the Canadian 
economy forced a number of situations upon 
us that prevented us from raising the money, 
the first of which was in Alberta. We went 
through a certain amount of soul-searching 
after the collapse of financial institutions as 
we had seen them in eastern Canada and 
consequently the government in their wisdom 
thought that it would be necessary for each 
of the financial companies operating under 
their control to reappraise and to look closely 
at their investments to see that they were, in 
fact, in line and that their appraisals were 
covered adequately so far as investments 
were concerned. 

We went through this, and after looking 
very closely at a number of our investments 
we decided that we should have more capital, 
which the companies in this case did put in, 
in order to further strengthen the capital 
structure in the organization. This required 
approximately $1 million, through the group, 
in order for us to strengthen the underlying 
capital of the companies which, in turn, 
strengthened the investment policy of the 
corporation. 

This money that we had earmarked for the 
commencement of Principal Life was then 
used to strengthen the group companies or 
the companies underlying the group structure 
which are also dealing in the investment 
field, in investment contracts—and we have a 
trust company as well. — 


The Chairman: Do you have any further 
explanation? 


Mr. Stewart: There is one other thing I 
should perhaps mention. We thought we 
would try to reorganize our corporate struc- 
ture in such a way that the company would 
operate in a more efficient manner, so we 
installed further IBM equipment which 
allowed us to put out a much better account- 
ing of our stewardship and also allowed us 
significantly to reduce the expenses that were 
required to operate the group. 


The Chairman: I might say that we are 
now in a position to proceed officially. We 
are, of course, on the preamble. If you have 
completed your initial presentation, we are 
now open to questioning. Mr. Clermont, you 
are first. 


Mr. Clermont: Mr. Stewart, you said that 
you would look for more capital before 
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undertaking the Insurance Company. Is it 
your intention to look for capital in Canada 
only or go to other countries? 


© (10.00 a.m.) 


Mr. Stewart: No, we would not go to the 
market for capital; we would raise our own 
capital among our own group, and it would 
be a private company. We would not go 
outside Canada to raise capital. 


Mr. Clermont: This means that the capital 
of the Insurance Company would be 100 per 
cent Canadian? 


Mr. Stewart: That is correct. It also would 
be private. We would not go to the public, in 
the form that we know it, to get capital. The 
capital would be raised inside our own 
group. 


Mr. Clermont: You said that in 1965 there 
was a tightening up in the Canadian 
economy. 


Mr. Stewart: Yes, I did. 


Mr. Clermont: Do you expect that within 
two years the situation may improve? 


Mr. Stewart: I wish I knew the answer to 
that. I thought the answer to that question 
would come from here. I hope it will be 
improved. Frankly, I cannot see a tremen- 
dous improvement but then that is an ama- 
teur’s viewpoint. It is a little difficult to say 
from our side of the fence just how it is 
going to improve. 


Mr. Mackasey: It will improve if the oppo- 
sition leave us alone. We will bring in good 
legislation. 


Mr. Stewart: We hope it will improve. 


An hon. Member: They will have to mend 
their ways. 


Mr. Stewart: 
question— 


Just to answer your 


The Chairman: Perhaps we should leave 
Mr. Stewart out of this. 


Mr. Stewart: I think what I was saying at 
that stage was this: the tightening in the 
economy caused us, then, to look at the 
investments in our own portfolios in these 
underlying companies, and to do some reap- 
praisal of our mortgage— \ 


Mr. Clermont: I understood you well on 
that. 
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Mr. Stewart: So consequently with the 
money that we had orginally raised, designed 
to go into this Insurance Company, we 
increased the capitalization of our underlying 
companies instead. 


Mr. Clermont: The Superintendent of In- 
surance mentioned in this fourth remark that 
it is his understanding that the financial 
situation of the associated company has 
improved. What do you mean _ by 
““understanding’’? 


Mr. Humphrys: This Company, if formed, 
would be a member of one of a group of 
companies that are under common owner- 
ship. The Life Insurance Company would be 
owned by a holding company, which also 
owns some other financial institutions; the 
principal ones being two investment contract 
companies. There is also a trust company in 
the group. Now, the investment contract com- 
panies are not under the supervision of our 
Department, and the financial position of 
those investment contract companies would 
not have any effect or influence on the finan- 
cial position of the Life Insurance Company 
if it is formed. 


Our concern in the Insurance Department 
would be with the financial strength of the 
Life Insurance Company. We would look to 
see to it that the capital funds as required by 
the Act of incorporation are paid into the Life 
Insurance Company and _= are _ invested 
independently of other activities of this 
financial group, and we would look to the 
future investments of the Life Insurance 
Company to be independent of other mem- 
bers of the financial group. We did not have 
authority or responsibility for investigating 
or supervising the affairs of the other compa- 
nies in the group; consequently my remark 
was phrased because I do not speak from the 
knowledge of an investigation of our own, 
but from a review of the financial statements 
prepared by the company at the end of 1966 
and I have not seen more recent figures con- 
cerning their experience in 1967. 


Mr. Clermont: Mr. Chairman, in 1965 Par- 
liament authorised that this possible Compa- 
ny deal in three fields of insurance; life 
insurance, sickness insurance and personal 
accident insurance. If, before 1969, this In- 
surance Company goes into business, which 
field do you expect you will specialize in? 


Mr. Stewart: We would specialize in the 
self-completing insurance, or group creditor’s 
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risk. At the moment we have $27 million 
worth of life insurance in force, which is our 
group creditor’s risk policy with the Life 
Insurance Company of Alberta. Now, this is 
self completing insurance that is based on the 
balance of the term left under our invest- 
ment contracts that we sell. So it insures the 
unpaid balance. 


The Chairman: Perhaps you could expand 
on that a bit. 


Mr. Stewart: In what way, Mr. Chairman? 


The Chairman: Well, give it a bit wider 
explanation. 


Mr. Stewari: The nature of this perhaps is 
this: the investment contracts business sells 
an instrument they call a face amount instal- 
ment certificate. Now, we sell certificates that 
guarantee maturities from $1,000; our aver- 
age certificate would be somewhere around 
the $5,000 range. These certificates are sold 
in terms of 5 to 20 years, and people put in 
an annual, monthly, quarterly or semi-annual 
instalment at a guaranteed rate of interest to 
complete a certain stated amount at the end 
of the maturity date of the certificate. Now, 
you can see the situation where a man who 
has paid for three years on a 10-year certifi- 
cate for some reason dies, let us assume, and 
the balance of the contract is not completed. 
Well, the type of insurance that we would 
sell would be the type of insurance to com- 
plete the payments on the certificate in the 
event of death prior to maturity. 

This is what we specialize in; this is the 
$27 million that we now have written with 
an independent contract with the Life Insur- 
ance Company of Alberta. We wanted to get 
into this business because we feel that we 
have a basic knowledge of it, and we also 
have a certain amount of business in force 
that we could offer built in or capital busi- 
ness, you might say. 


Mr. Clermont: Thank you, Mr. Chairman. 


The Chairman: I think Mr. Laflamme has 
a question. If not, I will recognize Dr. 
McLean. 


An hon. Member: Mr. Laflamme said you 
could get the money out of your pocket. 


Mr. Stewart: Oh, in that case that is some- 
thing we are going to have to work on. We 
hope we will be able to arrange it; we had 
hopes of raising part of this, we see where 
there is some glimmer of hope now. 
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Mr. McLean (Charloite): Mr. Chairman, is 
the capital of your Insurance Company to be 
raised by your associated companies? 


Mr. Stewart: No, the capital of our Insur- 
ance Company will be raised through Princi- 
pal group, which is our— 


Mr. McLean (Charlotte): Is that your 
associated companies or those owning your 
associated companies? 


Mr. Siewart: No, 
associated companies. 


Mr. McLean (Charlotte): Because I think 
we have had some experience with the peo- 
ple that own the Bank of Western Canada. 


those owning our 


Mr. Stewart: Yes, I think what you are 
referring to, sir, is the fact that the First 
Investment Corporation, in its basket clause, 
might put up some of the capital for Princi- 
pal Life; well, this will not be the case. 


Mr. McLean (Charlotte): Do you expect 
that the financial situation is going to get 
better? 


Mr. Stewart: Well, we have to be optimis- 
tic. I suppose it is going to get better some 
time. We have found—and I do not think it 
is a bad thing—that the breakdown of some 
of the investment and financial houses in 
Canada, and the re-look or the new look or 
the reappraisement of the situation by au- 
thority has caused the directors and the peo- 
ple in management of these various compa- 
nies to have another look at their operations. 
The fact is, we have found that a lot of 
streamlining can be done and we have much 
better operations because of the happenings 
over the last few years than what we might 
have had, or what anybody might have had, 
under different conditions. I think this has 
probably been a good thing, this little bit of 
Spartan living that we have, and we just 
hope it does not last too long. 


Mr. McLean (Charlotte): I attended an 
international seminar not long ago, and it 
was the consensus that things were going to 
get worse before they were going to get 
better. 


Mr. Stewart: Well, I think that is generally 
our feeling; we feel there is another good 
year of belt tightening, and then perhaps two 
to three or four years before the interest 
rates get back to where they were two-and- 
a-half years ago. 
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Mr. McLean (Charlotte): And you are ask- 
ing for an extension for how long? 


Mr. Stewari: Two years. 
Mr. McLean (Charlotte): Two years. 


Mr. Stewart: I could just point out that 
some of this capital that we are discussing 
we have now raised, and we have put 
approximately a further million dollars into 
the capital structure of our underlying com- 
panies. This money that we would normally 
have available will have to be regenerated in 
some form. But I think there is some possi- 
bility of doing that. 


Mr. McLean (Charlotte): But, if in your 
underlying companies the situation gets 
worse— 


Mr. Stewart: No, it is getting better now. 


Mr. Clermont: You need that money and 
more as well. 


e@ (10.10 a.m.) 


Mr. Stewart: No, I think that we have 
mended our fences in that respect. Under 
some of the ratio principles we will have to 
add corresponding capital as our liabilities 
grow but this will be met within the normal 
schedule of our capital requirements. 


Mr. McLean (Charlotte): We can only hope 
for the best. 


Mr. Stewart: Right. 


Mr. Clermont: Mr. Stewart, I understand 
that you are in the mutual field? 


Mr. Stewart: We have approximately $73 
million worth of assets under Principal group 
control, of which $13 million is in mutual 
funds, $12 million in a balance fund called 
collective mutual and— 


Mr. Clermont: Mr. Chairman, would it be 
in order if I asked the percentage of invest- 
ment of those mutual funds in Canada or 
abroad? 


Mr. Stewart: In order to clarify that point 
one further step perhaps I should point 
out—and Mr. Humphrys raised this question 
—that the investment contract companies are 
composed of two corporations, one called the 
First Investors Corporation and the other 
Associated Investors of Canada, and they have 
$54 million under their control. While these 
companies are not under the direct control 
of the Canadian and British Insurance Com- 
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panies Act, the Alberta Investment Contracts 
Act says that you must invest your funds in 
investments that are permitted or authorized 
under the Canadian and British Insurance 
Companies Act. Therefore our policy is such 
that we invest funds in the investment con- 
tracts companies under the Canadian and 
British Insurance Companies Act because 
those companies are authorized under the 
Investment Contracts Act of Alberta. 


Mr. Clermont: You are not in a position to 
say that a certain percentage is invested in 
Canada and another— 


Mr. Stewart: Of the $77 million, 5.1 per 
cent of our total investment portfolio in prin- 
cipal group is invested in U.S. securities. 


Mr, Clermont: That means it is under 2 per 
cent? 


Mr, Siewari: No, it is over 2 percent. It is 
5.1 per cent. 


Mr. Clermont: It is under 10 per cent? 


Mr. Stewart: Yes. For instance, in principal 
growth fund, which is a small fund we start- 
ed with assets of about $800,000, at the 
moment about 41 per cent of those funds are 
in U.S. stocks, but of the total funds under 
administration it is 5.71 per cent and of our 
collective mutual funds it is 31.7 per cent. 
The collective mutual has assets of approxi- 
mately $12 million. The principal growth 
fund, of which 41 per cent, is in U.S. stocks, 
has assets of about $900,000. Of the total 
group of $77 million, 5.1 per cent of that is 
invested in the United States. 


Mr. Lambert: As a supplementary ques- 
tion, Mr. Stewart, in so far as the two invest- 
ment groups in Canada are concerned what 
is the primary nature of the investments? Is 
it real estate developments in Western Cana- 
da or— 


Mr. Stewart: Mr. Lambert, as I stated ear- 
lier, these companies invest under the provi- 
sions of the Canadian and British Insurance 
Companies Act as it is spelled out in the 
Investment Contracts Act of Alberta and to 
give you First Investors’ breakdown of their 
investments, at the end of September 7.2 per 
cent of the funds were in cash and short 
term notes, 25.1 per cent were in Canadian 
government and municipal bonds, 4.4 per 
cent were in corporation bonds, .3 per cent, 
or three-tenths of one point, were in stocks 
and 50 per cent of the money was in mort- 
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gages and 2.7 per cent in real estate. That 
adds up to 93.5 per cent. Also, 6.5 per cent of 
the total portfolio, which is $30,265,000, was 
in capital and free reserves. Or $1,956,664, 
and the mortgages are largely based in West- 
ern Canada. The other company has almost 
the same disbursement. Associated Investors 
have a slightly larger percent in mortgages, 
they have 59 per cent rather than 50 per 
cent, and slightly fewer government bonds. 
In First Investors 25 per cent of the funds 
are in government and municipal bonds and 
in Associated Investors it is approximately 11 
per cent. 


Mr. Flemming: May I ask how much of it 
is in long term and how much in short term? 


Mr. Stewart: Unfortunately the bulk of our 
money is in long term. 


Mr. Lambert: This is 
mortgages. 


the nature of 


Mr. Stewart: This is the nature of mort- 
gages, yes. I thought you were referring to 
the bond portfolio. 


Mr. Flemming: In bonds. 


Mr. Stewart: In cash and short term 
investments it is 7.2 per cent, and this is of 
the total portfolio. 


Mr. McLean (Charlotte): In short term 
bonds? 
Mr. Stewart: Yes, those are short term 


treasury notes, and this kind of thing, but 25 
per cent is represented in mid-term and long- 
term bonds and, of course, the average term 
on our mortgages is 13 years. 


Mr. Flemming: Speaking in general terms, 
Mr. Stewart, you consider that your liquid 
position is satisfactory for all your 
requirements? 


Mr. Stewart: Yes, I do. 


Mr. 
any— 


Flemming: You do not anticipate 


Mr. Stewari: No. In fact, we have been 
looking at this for possibly the last two years 
and we have now arrived at certain formulas 
by which we feel we can almost indicate our 
liquid position from time to time. Our policy 
really. is that as much as possible we are 
borrowing long and investing short within 
the liquidity of the portfolio. 
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Mr. Flemming: That is what we are all 
trying to do. 


Mr. Stewart: That is right. It puts you ina 
position, of course, where you are keeping a 
lot of cash around which you might be get- 
ting higher yields, on, but we feel that this is 
a better safety measure than having the 
money invested in non-liquid securities. 


The Chairman: What about the investment 
policy of Principal Life Insurance Company 
of Canada? 


Mr. Stewart: Of course, for obvious rea- 
sons, the investment policy of Principal Life 
has not been established yet, but it will 
follow the Canadian and British Insurance 
Companies Act and the investments which 
are permitted under that act. We will try toe 
use every prudent method at our disposal 
and in conjunction with the economic times 
to have either a conservative investment 
policy or possibly a slightly less conservative 
investment policy, depending on the situation 
at the time. 


The Chairman: I am really referring to 
keeping in mind that we need to use good 
business judgment and prudence. If you can 
state them, what are your thoughts at the 
moment with respect to investments in Can- 
ada particularly? 


Mr. Stewari: We would make all our 
investments in Canada. Our other companies 
have no investment outside of Canada with 
the exception of the mutual fund, which is a 
completely different animal when compared 
to our regulated field such as the investment 
contract insurance and trust operation. Our 
insurance company would invest in Canada 
and I would think as a start we would prob- 
ably invest 55 per cent of the money in 
mortgages, probably 10 to 15 per cent of the 
money in mid-term or long-term bonds and 
the balance in short-term bonds and treasury 
notes. 


The Chairman: At the moment your group 
is based in Alberta. Do you operate in other 
provinces? 


Mr. Stewart: Yes. First Investors, one of 
our investment contract companies, operates 
in three Western Provinces and also in the 
Maritime Provinces. Our mutual funds also 
operate in those provinces. Associated Inves- 
tors operates in British Columbia and Alber- 
ta and our trust company operates solely in 
Alberta. 
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The Chairman: What are your plans—at 
least as you see them at this time—for the 
operations of the Principal Life Insurance 
Company of Canada? 


Mr. Stewart: Of course, we would start in 
Alberta and we would not require too much 
in the way of initial overhead because these 
plans that we now sell would be transferred 
to the insurance company that presently 
underwrites these group credit or risk insur- 
ance policies. We wouid change them around 
and put them into our own operation, which 
would just be a matter of technique. There is 
nothing much to it; it is actually just a mat- 
ter of changing the letterhead. 


The Chairman: My next question should 
perhaps be directed to Mr. Humphrys, and I 
want to assure the witnesses that there is no 
innuendo of any kind intended. What con- 
trols are there generally with respect to 
imprudent inter-company transfers where a 
life insurance company is owned or con- 
trolled by a group in other or allied fields? 


@ (10.20 a.m.) 


Mr. Humphrys: There are provisions in the 
act which prohibit a life insurance company, 
or any insurance company, from lending 
money to a director or officer of the company 
or any member of the family of a director or 
officer, and they prohibit loans to or invest- 
ments in any corporation if more than 50 per 
cent of the stock of that corporation is owned 
by a director or officer or a member of their 
family, or any combination of that group. 
However, the statute does not contain a 
prohibition against lending to or investing in 
a corporation that is under common control if 
it is owned by the same holding company as 
the life insurance company. As I have said 
on other occasions I believe that is a weakness 
in our statutory control. We have, in the 
Insurance Department, strongly expressed 
the view that all investments of an insurance 
company or of any company that is attract- 
ing funds from the public should be made in 
circumstances where there is no question of a 
conflict of interest on the part of those who 
have the investment decisions. We make this 
view known strongly to all companies under 
our supervision. I believe, however, that it is 
something that should receive attention as 
far as the legislative requirements are 
concerned. 
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- The Chairman: Mr. Lambert is next and 
then I will recognize Mr. Mackasey. 


Mr. Lamberi: In this connection, though, 
there is the so-called insider or related deal- 
ing. An insurance company could have its, 
shall we say, operations made very difficult 
by your people if you found evidence of this. 
I agree with the policy that you have enun- 
ciated but while you have not got it on 
Statute at the present time the companies 
would do so at their peril if you felt this was 
an improper practice. 


Mr. Humphrys: We would have no hesita- 
tion in making our views known to them, Mr. 
Chairman. 


Mr. Lambert: And it would really be at 
their peril. 


Mr. Humphrys: We would exercise all the 
means that we had available to rectify the 
situation. 


Mr. Mackasey: Mr. Chairman, I was going 
to pursue that line. In other words, Mr. 
Humphrys, you feel this prohibition should 
be written into the Act? 


Mr. Humphrys: I believe there should be 
expanded provision in the Statute dealing 
with this question of arm’s length 
investment. 


Mr. Mackasey: In the meantime, of course, 
the people here today have no right to be 
refused what they are after just because of 
the weakness in the Act. But we should 
amend the Act accordingly. 


Mr. Humphrys: I believe it is a matter that 
should receive attention. 


Mr. Mackasey: Mr. Lambert says it is at 
the peril of the company. I could not help 
but say it is also at the peril of the small 
investor. 


Mr. Humphrys: I am not so concerned 
about the investor as I am about the policy- 
holder in this case. 


Mr. Mackasey: What I wanted to ask ear- 
lier, Mr. Chairman, more as a point of infor- 
mation, you mentioned the type of insurance 
that you would be dealing in. 

Are these clients referred to this new 
insurance company from these related com- 
panies? Are these investors who— 
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Mr. Stewart: I will tell you what would 
happen. A client or customer would buy a 
savings certificate— 


Mr. Mackasey: From one of your allied 
companies. 


Mr. Stewart: Right. And the matured 
amount of the certificate is insured then. 


Mr. Mackasey: The insurance portion of 
the principal companies is really to support, 
in a sense, the other companies? 


Mr. Stewart: Yes. 


Mr. Mackasey: You are not selling insur- 
ance directly then? 


Mr. Siewart: In the Western United States, 
for instance, the people who distribute mutu- 
al funds and investment contracts also sell 
life insurance. In Canada at this stage there 
is no dual licensing. In other words you do 
not carry a securities licence, investment con- 
tracts and an insurance licence because there 
is no combination of those three. If we were 
to offer other forms of insurance or go out 
and solicit insurance then we would have to 
organize a sales staff in order to do it. But at 
this stage we would just be __ selling 
self-completing. . 


Mr. Mackasey: The real reason for this 
insurance company’s existence is to provide 
insurance for those people who have 
invested? 


Mr. Stewart: At this stage, that is correct. 
- Mr. Mackasey: You say “at this stage’. 


Mr. Stewart: What I mean is that there is 
a distinction. As time goes on we may very 
well want to offer some other form of insur- 
ance and at that time we would have to 
organize in such as way as to— 


Mr. Mackasey: 
enough for that? 


And is your charter wide 


Mr. Stewart: Yes. 


An hon. Member: There is no restriction? 


Mr. Stewart: This. self-completing is 
simply term insurance. 

The Chairman: Are there any further 
questions? 

Mr. McLean (Charlotte): Would you not 


rather be taking it out of one pocket and 
putting it into another, if a man dies or if he 
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has not completed his payments and you are 
going to own the insurance company entire- 
ly? Does it not take about two or three years 
before an insurance company gets profitable? 


Mr. Stewart: It takes longer than that, sir. 
It might take as long as seven or eight years. 


Mr. McLean (Charlotte): In the meantime 
if you had any losses like that you would 
have to take them out of capital. 


| Mr. Stewart: Well, of course, yes, this is 
right. But if you are going to go into this type 
of business this is a— 


Mr. McLean (Charlotie): Then you would 
be taking it out of one pocket and putting it 
in another. 


Mr. Stewari: He pays for his insurance, 
mind you. 


Mr. McLean (Charlotte): Pardon? 


Mr. Stewart: He does pay for his insur- 
ance. There is a cost levied on the insurance 
policy which is actuarially figured so that 
you reduce your risk. 


Mr. McLean (Charlotte): You are paying 
that money to someone else now. 


Mr. Stewart: Yes, that is correct. In other 
words the customer who now buys an insur- 
ance policy pays for his insurance but pay- 
ment for this insurance goes to the other 
company at this stage. 


The Chairman: So actuarially speaking 
you are betting that more people will be 
paying premiums than will be— 


Mr. Stewart: I am not sure that is com- 
pletely correct, but it is something like that. 


The Chairman: 
minology that— 


It is» your type of ter- 


Mr. Siewart: Yes, that is right. Yes, yes. 


The Chairman: But your judgment is such 
that in organizing a company and so on you 
will be taking— 


Mr. Stewart: That is generally within the 
actuarial calculation. 


The Chairman: That is right. 


Mr. Stewart: Also the capital of the com- 
pany has to be such as to withstand losses 
that would perhaps occur under these condi- 
tions if the actuarial judgment was not 
correct. 
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Mr. Mackasey: Who is supplying the insur- 
ance now if somebody dies in the meantime? 


Mr. Stewart; Right now? The Life Insur- 
ance Company of Alberta. It is an insurance 
company that operates in that function. We 
buy this insurance from them. 


Mr. Mackasey: Are they in pretty well the 
same type of operation? 


Mr. Stewart: No, they are not. They sell 
insurance in a general way just like a regu- 
lar insurance company and have no affilia- 
tion, so far as I know, with any other finan- 
cial operation. 


The Chairman: Just before we conclude 
the questioning, Mr. Humphrys, I gather 
from what you are saying that this matter of 
inter-company transfers is being worked on 
and your Department expects recommenda- 
tions to the Minister and so on? 


Mr. Humphrys: Yes, Mr. Chairman. 
Mr. Stewart: May I say a word on that? 
The Chairman: Yes. 


Mr. Stewart: In other companies, there 
is some concern I gather from reading the 
reports of Parliament and the committees of 
inter-company transactions in one corpora- 
tion under common controi loaning money to 
another corporation. In Alberta the Invest- 
ment Contracts Act specifically states that 
there can be no. cross-investment—officer, 
director or employee affiliation clause. You 
cannot loan money to an affiliated corpora- 
tion or a corporation controlled by a common 
group. Also the Trust Companies Act, of 
course, has been strengthened in the past. We 
did not have that clause in Alberta up until 
last year. Now the affiliation clause has been 
put into that Act which prevents it in the 
same way as in the federal insurance act. 


So all the companies we now operate are 
under a similar type of control, or perhaps 
even more rigid control, from what Mr. 
Humphrys spelled out. 


The Chairman: As I said, I did not intend 
there to be any direct inference. 
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Mr. Stewart: No, no. 


The Chairman: That is a matter of general 
concern which has some relevance to your 
type of operation. 


Clauses 1 and 2 agreed to. 
Preamble agreed to. 


The Chairman: Before we deal with the 
title, I should draw to the attention of the 
Committee that through some inadvertence 
the French language Bill has the English 
name of the Company rather than the 
French name. This is merely an error in 
drafting, I suppose. I think we can easily 
correct this. I suggest we have a motion that 
the title of the French version of Bill S-11 
be altered to read: 


(Translation) 


Loi concernant la Principale du Canada, 
Compagnie d’Assurance-Vie. You understand 
that there is a slight mistake in the drafting 
of the French Bill because the title of this 
Bill is given entirely in English instead of 
being given in French. Therefore, I will ask 
the Committee to make a motion to correct 
this mistake. 


(English) 
Do I have a motion? 
Mr. Laflamme: I so move. 
Mr. Flemming: I second the motion. 
Some hon. Members: Agreed. 
Motion agreed to. 
Title agreed to. 
Bill agreed to. 


The Chairman: Shall I report the Bill 


without amendment? 
Some hon. Members: Agreed. 


The Chairman: The Committee is 
adjourned. Thank you very much, gentlemen. 
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STANDING COMMITTEE ON 
FINANCE, TRADE AND ECONOMIC AFFAIRS 
Chairman: Herb Gray 


Vice-Chairman: Mr. Gaston Clermont 
and Messrs. 


Ballard, Gilbert, Mackasey, 

Beaulieu, Irvine, McLean (Charlotte), 

Cameron (Nanaimo- Johnston, Monteith, 
Cowichan-The Islands), Laflamme, More (Regina City), 

Cantin, Lambert, Noel, | 

Comtois, Latulippe, Tremblay (Matapédia- 

Flemming, LL Vileindsse Oh Matane), ; 

Fulton, Macdonald (Rosedale), Wahn—(24). 


Dorothy F. Ballantine, 
Clerk of the Committee. 


ORDERS OF REFERENCE 


TUESDAY, November 14, 1967. 


Ordered,—That Bill S-20, An Act respecting Co-operative Trust Company 
Limited, be referred to the Standing Committee on Finance, Trade and Eco- 
nomic Affairs. ma rs wim 

WEDNESDAY, November 22, 1967. 


Ordered,—That the name of Mr. J ohnston be substituted for that of Mr. 
Leboe on the Standing Committee on Finance, Trade and Economic Affairs. 


Attest. 


ALISTAIR FRASER, 
The Clerk of the House of Commons. 
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REPORT TO THE HOUSE 


Fripay, November 24, 1967. 


The Standing Committee on Finance, Trade and Economic Affairs has the 
honour to present its 


SIXTH REPORT 


Your Committee has considered Bill S-20, An Act respecting Co-operative 
Trust Company Limited and has agreed to report it with the following amend- 
ments: 


Clause 3 
Renumber present clause 3 as sub-clause (1) of clause 3 and add the 
following: 

(2) Any individual who is a member of an organization that is a share- 
holder is eligible to be elected as a director and if any director 
ceases to be eligible for election he thereupon ceases to be a director. 

(3) Notwithstanding Section 18 of the Trust Companies Act an indivi- 
dual need not be a shareholder to be eligible for election as, or to 
be a director. 


Clause 7 
Delete the letter (a) in line 19 on page 2 and delete paragraph (b). 


Clause 9 
Add the following immediately after the word ‘‘made” in line 44 of page 2: 
‘‘and any such purchase of shares shall be at the par value thereof.” 


A copy of the Minutes of Proceedings and Evidence relating to this Bill 
(Issue No. 10) is tabled. 


Respectfully submitted, 
HERB GRAY, 
Chairman. 
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MINUTES OF PROCEEDINGS 


TUESDAY, November 21, 1967. 
(10) 


The Standing Committee on Finance, Trade and Economic Affairs met at 
11:07 a.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Ballard, Cantin, Comtois, Flemming, Gilbert, 
Gray, Irvine, Laflamme, Lambert, Macdonald (Rosedale), McLean (Charlotte), 
Monteith, More (Regina City), Noél (14). 


Also present: Messrs. Johnston and Nasserden (sponsor of Bill S-20). 
In attendance: Mr. R. Humphrys, Superintendent of Insurance; Represent- 


ing Co-operative Trust Company Limited: Messrs. H. A. Wagner, General 
Manager, and A. Martin, Secretary Treasurer. 


The Committee proceeded to consideration of Bill S-20, An Act respecting 
Co-operative Trust Company Limited. 


On the preamble 


At the request of the Chairman the Sponsor of Bill S-20, Mr. Nasserden, 
introduced the witnesses. Mr. Wagner explained the purpose of the Bill and 
the operations of the proposed Company. Mr. Humphrys commented on the 
application and on the Bill itself. 


Messrs. Wagner, Humphrys and Martin were questioned. 


Certain reservations having been expressed concerning provisions of the 
Bill with respect to shareholders, it was agreed to adjourn to the call of the 
Chair in order to permit the Superintendent of Insurance to draft amendments 
which expressed the will of the Committee. 


Accordingly at 12:15 p.m. the Committee adjourned to the call of the 
Char 


THURSDAY, November 23, 1967 
(11) 
The Standing Committee on Finance, Trade and Economic Affairs met at 
11.10 am. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Beaulieu, Comtois, Flemming, Gray, Irvine, 
Lind, McLean (Charlotte), Monteith, More (Regina City), Wahn (10). 


Also present: Mr. Nasserden (sponsor of Bill S-20). 


In attendance: Mr. R. Humphrys, Superintendent of Insurance; Repre- 
senting Co-operative Trust Company Limited: Messrs. H. A. Wagner, General 
Manager, and A. Martin, Secretary-Treasurer. 


The Committee resumed consideration of Bill S-20, An Act respecting 
Co-operative Trust Company Limited, and copies of proposed amendments 
prepared by the Superintendent of Insurance were distributed to the members. 
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Messrs. Humphrys, Wagner and Martin were questioned. 


In reply to a question, Mr. Martin tabled the annual financial statement 
of the Company which, by order of the Committee, is attached as Appendix F. 


The preamble and clauses 1 and 2 were carried. 


On clause 3 
On motion of Mr. Mote (Regina. City), seconded by Mr. Wahn, 


Resolved "That clause 3 be amended by renumbering present clause 3 as 
sub-clause (1) of clause 3 and adding the following: 

C2) Any individual who is a member of an organization that is a hares 

holder is eligible to be elected as a director and if any director 

ceases to be eligible for election he thereupon ceases to be a director. 


(3) Notwithstanding Section 18 of the Trust Companies Act an individual 
need not be a shareholder to be eligible for election, as, or to be a 
director. 


Clause 3 was carried, as amended. 


Clauses 4, 5 and 6 were carried. 


On clause 7 
On motion of Mr. Monteith, seconded by Mr. More (Regina City), 


Resolved,—That clause 7 be amended by deleting the letter (a) in line 19, 
of page 2, and deleting paragraph (hb). 


Clause 7 was carried, as amended. 
Clause 8 was carried. 
On clause 9 
On motion of Mr. More (Regina City), seconded by Mr. Monteith, 


Resolved,—That clause 9 be amended by adding the following immediately 
after the word “‘made” in line 44 of page 2: 
“and any such purchase of shares shall be at the par value thereof.” 


Clause 9 was carried, as amended. 

The title was carried, and the bill was carried, as amended. 
Ordered,—That the Chairman report the Bill, as amended. 

At 5 a.m., the Committee adjourned to the call of the Chair. 


Dorothy F. Ballantine, 
Clerk of the Committee. 
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EVIDENCE 


(Recorded by Electronic Apparatus) 


Tuesday, 21 November 1967. 


e (11:07 am.) 


The Chairman: Gentlemen, for the time 
being we will proceed on an unofficial basis 
with the usual reservations. 

Mr. Nasserden, as sponsor of the Bill, will 
you introduce the witnesses who are here in 
support of it. 


Mr. Nasserden: Thank you very much, Mr. 
Gray. We have with us this morning Mr. 
Harold Wagner, General Manager of Co- 
operative Trust Company Limited, and Mr. 
Al Martin, Secretary. I think they are quite 
capable of speaking for themselves. 


The Chairman: I will ask Mr. Wagner and 
Mr... Martin to make any _ introductory 
remarks they may have. 


Mr. H. A. Wagner (General Manager, Co- 
operative Trust Company Limited): Thank 
you very much, Mr. Chairman. Objective in 
seeking this Bill is to extend our services 
outside of the Province of Saskatchewan, 
primarily because co-operative people in 
other provinces have invited us to extend 
such services to them. As most of you know, 
we have been in business since 1952, actively 
since 1957, so we have been in business now 
about 10 years. Our primary objective is to 
give estate planning and will-drawing Ser- 
vice. Weare now giving this service to 
approximately 2,000 people a year. 


The Chairman: Excuse me, Mr. Wagner. I 
would like to note for the record that we are 
now able to proceed officially. 


Mr. Wagner: It costs us approximately $20 
to $24 to prepare a will. Therefore, we must 
have another source of income. In the begin- 
ning it was decided that we would offer a 
mortgage loan service to credit union mem- 
bers who were not in a position because of 
their size or for other reasons to make this 
type of loan. So the credit unions invested in 
this trust company and we, in turn, made 
mortgage loans to credit union members at as 


close to cost as we could. By and large, from 
the earnings of this loaning operation we 
were able to give this estate planning and 
will-drawing service. 


e (11:10 a.m.) 


We have had a measure of success. Our 
total assets now are between $39 million and 
$40 million. I think the prime reason that we 
have not attempted to acquire this Bill ear- 
lier is personnel problems. We have had to 
train our own estate officers. We learned by 
bitter experience that we could not get them 
from other trust companies. This has been 
the limiting factor. However, I feel now that 
we are in a position conservatively to move 
into other areas and extend our service. Mr. 
Chairman, very briefly this is our objective. 


The Chairman: Thank you. Of course, we 
are on the preamble of the Bill. Before ques- 
tioning by members of the Committee we 
will call upon Mr. Humphrys to provide any 
comments he may have with respect to this 
application on behalf of his department. 


Mr. R. Humphrys (Superiniendent, Depart- 
ment of Insurance): Mr. Chairman and hon- 
orable members, the purpose of this Bill, as 
Mr. Wagner mentioned,- is .to convert this 
Saskatchewan trust company into a federal 
company and to bring it under the jurisdic- 
tion of the federal Trust Companies Act and, 
as a consequence, under the supervision of 
the Department of Insurance. 


We have had our examiners visit the com- 
pany to examine its conditions and affairs 
and we believe that we ‘are familiar with its 
financial. position. The.company has had a 
successful period of growth. Its size increased 
slowly at first but is, increasing now quite 
rapidly, and we believe it to be in a satisfac- 
tory financial position. We therefore have no 
reason to object to their application to Par- 
liament to secure the status of a federal 
company. 

‘I do have some comments on the Bill itself, 
Mr. Chairman. 
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The Chairman: You might as well give 
them now so we will have them in mind 
when questions are put. 


Mr. Humphrys: As I said, the intention of 
this Bill is to convert this company to the 
status of a federally incorporated company. 
It is similar in purpose to many bills that 
have been before this Committee in recent 
years, mostly in connection with insurance 
companies. 


The form of this Bill is a little different 
from the form that has been used over the 
years. It is similar to two other bills now 
before the House of Commons which deal 
with insurance companies. This Bill would 
continue the existing corporation as a corpo- 
ration incorporated by Parliament. It would 
clothe it with all the powers that are given to 
a trust company pursuant to the Trust Com- 
panies Act and all the limitations that apply 
under that Act. So if this Bill is adopted the 
status of the company would be exactly the 
same as the status of any other federally 
incorporated trust company, with the specific 
exceptions that are mentioned in this Bill 
which I will mention in a moment. 


The Province of Saskatchewan has enacted 
complementary legislation to this. The Com- 
pany sought and obtained a private act in 
the legislature of Saskatchewan authorizing 
the Company to apply to Parliament for this 
Bill, indicating that if this Bill is adopted by 
Parliament then any jurisdiction that Sas- 
katchewan had over the Company will termi- 
nate and the relative Saskatchewan legisla- 
tion will be repealed. So the Company will at 
that point go forward.as a federal Company 
and have the same status in all respects as if 
it had been incorporated by Parliament. 


The special features of this Bill that differ 
from the traditional trust company can be 
found in clause 7 on page 2 of the Bill. 
Shareholders of this company are confined 
to: 


7. (a) companies, societies, associations 
or corporations that are incorporated 
that are in the opinion of the directors 
operating as credit unions or co-opera- 
tive associations... 


Thus the company, the same as any other 
trust company, is incorporated in the form of 
a stock company but the class of sharehold- 
ers is limited to co-operative organizations 
and to individuals who act as directors. Now 
this is intended merely to enable the direc- 
tors to qualify pursuant to the terms of the 
Trust Companies Act. 
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The second special feature is that the 
shareholders have one vote each regardless 
of how many shares they own. This is con- 
sistent with the traditional philosophy of co- 
operative organizations where they have fol- 
lowed the philosophy of one vote per member 
rather than one vote per share. 


The third special provision is that the 
Company has some limited power to pur- 
chase its own shares—this is in clause 9—but 
that power is limited in effect to a maximum 
of the number of shares that are otherwise 
issued in that same calendar year. It is in 
there by reason of the limitation on the 
classes of corporations or persons that can 
own shares. Consequently if an association or 
person wishes to divest itself of the shares of 
this trust company the trust company can 
acquire the shares really for the purpose, you 
may say, of re-issuing them the same year. 
So the power would not permit the company 
to make any substantial reduction in its capi- 
tal stock, and there is no danger to the 
depositors. 


The Chairman: Thank you, Mr. Humphrys. 
Now we are open for questions. 


Mr. Macdonald (Rosedale): Mr. Chairman, 
as I understand him, the witness mentioned 
that the Company carried on principally the 
business of estate planning. What other trust 
activities does it carry on or is it contemplat- 
ed at the present time it will carry on? 


Mr. Wagner: Mr. Macdonald, I would say 
that we carry on just about every service 
that any other trust company gives. 


Mr. Macdonald (Rosedale): You act as the 
executor and the administrator. Do you act 
as corporate trustee? 


Mr. Wagner: Yes we do. 


Mr. Macdonald (Rosedale): For whom, if I 
may ask? 


Mr. Wagner: For federated co-operatives. I 
mentioned federated co-operatives but there 
are other organizations such as churches and 
so on. 


Mr. Macdonald (Rosedale): 
funds on deposit? 


Do you take 


Mr. Wagner: Yes. 


Mr. Macdonald (Rosedale): And it is 
proposed to take funds on deposit in other 


November 21, 1967 


areas of Canada as you expand your busi- 
ness. What other areas of Canada do you 
have your eye on at the present time? 


Mr. Wagner: This is quite a good question. 
Very often people. are very anxious to get 
your services until you get into a position to 
give them. 


Mr. Macdonald (Rosedale): Yes. 


Mr. Wagner: And then they begin to won- 
der just what kind of a deal they can make 
with you. This is the position we are in right 
now. We are looking at British Columbia. We 
have had applications from Alberta and 
Manitoba and we think that we would con- 
centrate certainly in western Canada in the 
beginning. Now we have had overtures from 
the Maritimes who feel that they are badly in 
need of our services but that is a long way 
away from Saskatoon. 


Mr. Macdonald (Rosedale): 
essentially from within the 
movement itself. 


These are 
co-operative 


Mr. Wagner: Yes. 


The Chairman: I recognize Mr. Ballard, 
followed by Mr. Noél and Mr. Lambert. 


Mr. Ballard: Mr. Chairman, I am a little 
unhappy with this method of incorporating a 
trust company. It is my own personal opinion 
that the incorporation of a fresh new compa- 
ny would have been much better. We have 
here the situation of a Company incorporated 
under the Saskatchewan Act subject to the 
rules and regulations of the Saskatchewan 
Act and then the same company, for all 
intents and purposes, is now going to be 
subjected to the provisions of the Trust Com- 
panies Act. I realize that clause 2 of the Bill 
does make this transfer. However, I think 
that there are some inherent difficulties in 
going from one jurisdiction to the other 
which possibly are not covered by clause 2, 
and I am willing to be guided by the legal 
people present on the effect of this. One 
thing, for example, that I am concerned 
about is this. I would expect, and I can be 
corrected on this, that the present company is 
able and probably does make loans to the 
shareholder companies and under the federal 
Trust Companies Act this would not be possi- 
ble. I wonder if Mr. Wagner has any com- 
ment on that particular aspect. 


Mr. Wagner: My comment would be that 
we only make loans to individual members 
by and large of co-operatives or credit 
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unions. Now we have no interest in making 
loans to corporations because this is handled 
by our Saskatchewan Co-operative Credit 
Society Limited. . 


@ (11:20 a.m.) 


Mr. Ballard: Under the Trust Companies 
Act you would not be able to make loans to 
any of these companies under any circum- 
stance, nor would you be able to make loans 
to the representatives of those companies 
who act as directors on the board of this 
company. Is that not right? 


Mr. Humphrys: Mr. Chairman, if I may 
comment on that, there is no ‘prohibition in 
the Trust Companies Act against a trust com- 
pany making a loan to a shareholder. 


Mr. Ballard: I am sorry, Mr. Humphrys, I 
meant a director, and I was referring to the 
representatives of the shareholders. The 
shareholders are the companies; the 
representatives of the shareholders would be 
the directors. 


Mr. Humphrys: I think the legal form 
would be that the directors, in order to quali- 
fy as directors under this Act, would have to 
own shares in their own right. Consequently 
this Bill makes it possible for individuals to 
own shares in order to qualify as directors, 
so that the directors of this company will be 
acting as directors and as shareholders in 
their own right, not as representatives of an 
organization that owns shares. There are two 
classes of shareholders permitted under this 
Bill. One class comprises companies, societies, 
associations or corporations that are in the 
co-operative field; the other class is individu- 
als who are to act as directors, and people 
who are elected as directors will have to own 
shares in their own right in accordance with 
the requirements of the Trust Companies 
Act. 


Mr. Ballard: Yes, but they will have to be 
elected as directors. This may be an anomaly 
of the Act, but they have to be elected as 
directors before they can own shares. Is that 
not right? And they cannot be directors 
unless they do own shares. It is sort of an 
anomaly. 


Mr. Humphrys: 
simultaneous. 


Mr. Ballard: Mr. Humphrys, maybe you 
could teil me, then. Why did your Depart- 
ment acquiesce in the incorporation of this 
company by this method rather than follow 
the usual form? 


It will have to be 
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Mr. Humphrys:. The usual form that was 
used. over the years creates a certain amount 
of awkwardness because we form a new 
company and it is empowered to enter into 
an agreement with the provincial company to 
take over the. assets and liabilities of the 


provincial company. If we form a new com-. 


pany, that company has to. become organized 
and to find its capital, and if the Bill requires 
the capital of, say, three million dollars 
before it can start business, then the position 
is that the federal company has to have its 
meeting, has to organize, has to find three 
million dollars in cash and put it in the bank, 
then come to us, get a licence and a certifi- 
cate, then sign an agreement with the pro- 
vincial company, take over the assets and 
liabilities, then issue shares in exchange for 
the shares of the provincial company, then 
repay the three million dollars to whomever 
they got it from for the week or two or 
however long it takes to effect the transfer. 


It can be done, but it involves a lot of 
awkward procedure and some _ expense 
because they have to find this additional 
money and have it on deposit for the period 
until we can get the agreement executed and 
all the assets and liabilities of the provincial 
company transferred to the federal company. 
Further, there is an additional awkwardness 
in a trust company because in order to effect 
such a transfer you have to go to each prov- 
ince in which the company does business, 
and get legislation in the province substitut- 
ing the new corporation for the provincial 
corporation asa trustee because it is not 
within the competence of the federal legisla- 
tion to transfer trustees from one corporation 
to another; so you have to get special legisla- 
tion within the province. 

The whole procedure becomes quite com- 
plex technically but it ends up in the same 
position. We have for some years been seek- 
ing a method that would transfer these com- 
panies from one jurisdiction to another and 
that will clearly establish their powers but 
will not involve this awkwardness of having 
to capitalize the federal company for a mat- 
ter of a week or two or until you can take 
over all the assets and liabilities of the pro- 
vincial company. So when the Bill to deal 
with the Excelsior Life came for considera- 
tion we studied this in some detail. The prob- 
lem was quite acute there because it involved 
a transfer of a great many assets and mort- 
gages and stocks and a transfer, of the con- 
tracts, and we had extensive discussion with 
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their lawyers and with lawyers of the De- 
partment:‘of Justice who advised the Depart- 
ment of Insurance about this procedure, and 
we Satisfied ourselves that the concept of 
continuing the company under federal juris- 
diction—making all the powers available to it 
and all the restrictions applicable to it under 
the federal legislation—-would be satisfactory 
if the province passed complementary legisla- 
tion and said: “All right, once this is adopted 
by Parliament, we step out’, so that there is 
no confusion about two jurisdictions. 


Ontario did pass complementary legislation 
for the two life insurance companies that 
have been before the House, the Excelsior 
and the Empire, and Saskatchewan passed 
complementary legislation to enable this 
procedure to be put before Parliament in this 
case. We have satisfied ourselves in the De- 
partment, in conjunction with our legal 
advisers, that this will give the company the 
same powers and leave it under the same 
restrictions as any other federal trust compa- 
ny, subject to these special provisions I have 
described. The Saskatchewan legislation 
makes clear that once this is adopted, Sas- 
katchewan will repeal the special acts that 
incorporated this company. So I think there 
will be no confusion in the future and we 
will avoid the legal complications of capital- 
izing this company temporarily, entering into 
the agreements between the two corporations, 
getting the agreements approved and then 
having to seek provincial legislation in 
addition. 


Mr. Ballard: I wonder, Mr. Humphrys, if 
you could tell me this. When this company 
applied to the Saskatchewan government for 
incorporation, they assumed certain obliga- 
tions and restrictions in order to get this 
charter. In your opinion, will these obliga- 
tions and restrictions that were given to the 
Saskatchewan Government apply mutatis 
mutandis to this incorporation? 


e (11:30 a.m.) 


Mr. Humphrys: No, Mr. Chairman, I do not 
think they will because if this Bill is granted, 
the company, will have all the powers and be 
subject to all the restrictions of. the federal 
Trust Companies Act, and Saskatchewan has 
already adopted legislation that repeals the 
special acts incorporating this company. so 
that once this is adopted the Saskatchewan 
legislation will disappear and this company 
will be no more subject to the jurisdiction of 
Saskatchewan than any other federally 
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incorporated trust company.. But if the pro- 
vincial act, gave this, company broader pow- 
ers than the federal act gives it those powers 


would disappear with the adoption of this act 
because the provincial legislation is repealed. 


‘Mr. More (Regina City): A supplementary, 
Mr. Chairman. The Bill in this form is not a 
precedent, I take it from your earlier 
remarks. 


Mr. Humphrys: Is not a .precedent?. No 
other bills in this form have been adopted. 
We are looking at this Bill in the hope that it 
will be accepted by Parliament.as represent- 
ing a simpler way of accomplishing the 
transfer. of a provincial company to federal 
jurisdiction. I am satisfied that the procedure 
will be such that it will leave the company in 
exactly the same position as our traditional... 


Mr. Ballard: Mr. Chairman, perhaps Mr. 
Humphrys would assure this Committee that 
his examination of this company and the 
tests to which he put it were just as severe 
and critical as those he would have applied 
to an entirely new incorporation. 


Mr. Humphrys: Yes, Mr. Chairman, in 
every respect. The legislative procedure for 
accomplishing this transfer did not influence 
our examination of the company or our atti- 
tude toward its financial position, powers and 
method of doing business. 


Mr. Noel: Would you repeat in which 
province this company does business? 


Mr. Wagner: Saskatchewan. 


Mr. Noel: You will not be limited to Sas- 
katchewan. You want to enlarge... 


Mr. Wagner: Yes. 


Mr. Noél: ...and spread over other prov- 
inces. I now want to ask about the number of 
shares the administrators will have to own in 
order to qualify as directors of the new trust 
company. Is there any limitation in the by- 
laws or do you intend to put a limitation on 
the number of shares a person can own? 


Mr. Wagner: We follow the Trust Compa- 
nies Act for the requirements of qualifying 
directors. 


Mr. Noél: Is there a limit to the quantity? 
Mr. Humphrys: Fifty shares. 


Mr. Noal: The maximum? 
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Mr. Wagner: Is there a maximum? 

Mr. Noél: Is there a maximum? 

Mr. Wagner: No. 


Mr. Noél: That is what I am driving at. If 
there is no maximum, a person has been 
chosen by one of your elections... 


Mr. Humphrys: Mr. Chairman, this bill 
enables individuals to hold shares in order to 
qualify as directors, but it is not more than 
enough to... 


Mr. Noél: I want a specific number. 


Mr. Humphrys: It is fixed in the federal 
Trust Companies Act. It says that no share- 
holder is eligible for election unless he holds 
shares of capital stock on which at least $500 
has been paid. These shares are issued at a 
par value of $10, so he would have to own 50 
shares. 


The Chairman: I think the answer to Mr. 
Noél’s very interesting point is also provided 
by reading that section together with section 
7(o), which says that the individuals who 
have been elected as directors shall in no 
ease be entitled to hold more than the num- 
ber you just mentioned. 


Mr. Noéi: I have another question. This is 
the French wording of the bill, “et le fait de 
détenir ces actions’. The fact that an 
administrator holds shares does not give him 
anything but the privilege and benefit of 
being a director. What is meant by “benefit 
of being a director’? Is it just the fact, that 
they can draw a salary? is there a dividend 
on that? There is no dividend? 


Mr. Wagner: Their shares... 


Mr. Noéi: They own $500 each. That is the 
minimum and maximum, right? 


Mr. Wagner: Right. 


Mr. Noél: They have to hold that. Are they 
going to draw something from that invest- 
ment? It is not really an investment, it is just 
the right to be elected a director? 


Mr. Wagner: That is right. 


Mr. Noél: They will be paid a salary, of 
course, or a fee—jeton de présence—a direc- 
tor’s fee. 

Mr. Wagner: At the present time my direc- 
tors receive a per diem allowance. 
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Mr. Noél: A per diem allowance? 
Mr. Wagner: Yes. 


Mr. Noél: Those shares will not produce 
any dividends, according to the way I read 
the law. It says they have to qualify as a 
director and the holding of such shares shall 
not entitle a director to any privilege or 
benefit other than that of being a director. To 
my mind that is quite vague, the privilege of 
being a director. You do not have an awful 
lot of privileges, as a director unless you 
specify or limit them. Being a director of a 
company means that all the directors get 
together and vote themselves a big salary. 
They have the right to do this unless it is 
specified in the by-laws that the salaries are 
fixed by the shareholders. The shareholders 
in this company are the credit unions and the 
co-operatives. When they have a meeting are 
they going to have a meeting of all the mem- 
bers of the credit unions together with the 
members of the associations and co-opera- 
tives? That is what I am trying to find out. If 
it is just family business among a group of 
directors who have been elected by their 
association, co-operative or credit union there 
will be remote control there and I can see 
some danger in that. 


Mr. Wagner: I think I can assure you, Sir, 
that there is no worry whatsoever of a fami- 
ly compact. 


Mr. Noél: Up to now, maybe not. 


Mr. Wagner: And I do not think at any 
time in the future because, as you know, the 
directors are elected every year and if they 
make the mistake of giving themselves too 
large a salary they certainly will not be 
re-elected. Every member association is enti- 
tled to a delegate and he has one vote, which 
means that the largest shareholder, who may 
possibly have $100,000 in shares, and our 
smallest shareholder, who may have $50 
worth, have exactly the same say. 


Mr. Noél: It is a vote by each person? 


Mr. Wagner: This is one company in which 
there is absolutely no possibility of a family 
compact. Is this clear? 


Mr. Noél: My first question was whether 
you want to do business in other provinces. 
While you are among your own people in 
Saskatchewan everything is known about the 
business but if you extend your business to 
Nova Scotia or New Brunswick, unless there 
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is a little more specific detail on what the 
benefits to a shareholder will be or the 
benefits are limited within the law, there 
might be a danger. 


e (11:40 a.m.) 


Mr. Humphrys: Mr. Chairman, I think the 
effect of this is to prevent the directors from 
voting the shares they own at an annual 
meeting. It is intended to mean that the right 
of an individual to own shares is for the 
purpose of enabling him to qualify as a 
director, pursuant to the requirements set out 
in the Trust Companies Act. I think that in 
so far as the company is concerned they put 
this in because the general act requires that 
a director of a trust company must own some 
shares. However, they want to make it clear 
that they do not want this ownership of 
shares by an individual to interfere with the 
principle to which they are trying to adhere, 
that only their shareholding organizations 
will vote at the annual meetings. Therefore 
they want to maintain the position that these 
trust companies are really under the control 
of the delegates which are sent by the mem- 
ber shareholders, and even though individual 
directors have 50 shares each they cannot 
vote at the annual meetings. This limits their 
power. They could not really maintain them- 
selves in office because when they go to the 
meeting to elect directors they cannot vote 
for directors, only the organizations can vote. 


With respect to the privilege of being a 
director, I do not think they would be in any 
different position from the directors of any 
other trust company. In so far as the direc- 
tors are concerned, they have power to pass 
by-laws, establish rules and manage the busi- 
ness of the company and they can fix the 
salaries and terms of employment. Directors’ 
fees would come up for examination at the 
annual meeting, so I think the chance of 
individuals using their position as sharehold- 
ers to their own benefit in this respect is not 
very great. . 


Mr. Noéi: I just want to ask you one more 
question. Is the ownership of those $500 
shares vested in the director? 


Mr. Wagner: Yes. 


Mr. Noél: Now suppose that one dies, is 
there some provisions which obliges the 
director to transfer that share back to some 
other delegate of the co-operative? And sup- 
pose that the widow wants to hang on to the 
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shares of her husband who was an adminis- 
trator or a director of that company, would 
they have to transfer those shares to some 
delegate of the union, the association or the 
co-operative? Are you aware of such a provi- 
sion and, if so, is it in the by-laws? 


Mr. Wagner: Section 9 states the Company 
may buy from the holder or holders thereof. 


Mr. Noél: It says ‘“‘may” buy. 


Mr. Wagner: This is the only market for 
the shares and the Company controls the 
transfer of shares also. 


Mr. Noél: Of course the widow has no 
interest at ail because it does not bring her 
any revenue. But suppose she wants to hang 
on to it as a souvenir? One has to look at 
every situation. 


Mr. Wagner: That is right. 


Mr. Noél: I think there should be some 
provision somewhere, in the credit union or 
the co-operative, that a person must sign a 
paper in advance authorizing that his share 
be sold back to the credit union of which he 
is a delegate. There should be some sort of 
provision. 


The Chairman: I presume that Mr. Noel is 
suggesting that a “buy-sell” agreement be 
entered into between the company and the 
director at the time of assuming office. 


Mr. Wagner: I would think, subject to Mr. 
Humphry’s comment, that this is a good 
suggestion. 


Mr. Noél: I presume that anything that is 
done will be done in good faith, but we must 
take all precautions. 


Mr. Wagner: You would agree that it could 
be done by by-law? 


Mr. Noél: It could be done either by by- 
law or a “buy-sell” agreement. 


Mr. Lambert: I disagree violently. I think 
that this procedure is in complete violation of 
the Trust Companies Act. I do not have the 
Trust Companies Act here but I remember 
that last year we had a similar problem and 
I still advocated against it with regard to a 
Nova Scotian co-operative mortgage company. 


The Chairman: You are referring to? 


Mr. Lambert: In my book, the Trust Com- 
panies Act laid down absolutely clearly that 
shareholdings for directors must be complete- 
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ly and utterly owned, absolute beneficial 
interest, and that that admits of no deroga- 
tion. Now a “buy—sell” or a trust agreement 
in behind is a derogation of ownership in the 
same way as is limitation on dividends. 
Beneficial ownership in law means beneficial 
ownership and nothing else. If I may say so, 
Iam amazed at this form of incorporation. 


Now I think Mr. Humphrys will remember 
that when we were amending the Trust Com- 
panies Act I suggested—certainly I did under 
the Dominion Corporations Act—that if you 
want this sort of thing you should appoint 
directors without shareholdings. Is this per- 
mitted? I believe it was permitted under the 
Alberta Companies Act in the Delaware 
Provision. This gets away from this nonsense. 
Gentlemen, you have a class of shares here 
which you are actually dividing into two 
classes without saying so, and I suggest this 
is wrong in law with all due deference to 
counsel; and if you want directors’ shares, 
qualifying shares, there should be a class ‘“‘A”’ 
of shares and then we know what they are. 
They are not entitled to dividends, they may 
not be sold to others, but they are qualifying 
shares. And the Trust Companies Act does 
not determine what shall be the qualifying 
shares. Then you have your shareholdings on 
behalf of the members, where they have full 
beneficial ownership. I suggest that as a 
result of what you are proposing here you 
are getting yourselves into a real rats’ nest of 
difficulties. 


I carry on with what was suggested by Mr. 
Noél and by Mr. Ballard and suggest to you 
that there is a serious potential of conflict of 
interests in so far as this type of sharehold- 
ing is concerned. But the director is a 
nominee of a co-operative. The Trust Compa- 
nies Act prohibits him from making a loan to 
himself or voting on a loan to himself as 
director, but there is nothing in the Trust 
Companies Act that prohibits this trust com- 
pany from making a loan to a trust company 
of whom he is nominee. I believe I am right. 


Mr. Wagner: Well, with one minor excep- 
tion in the beginning. The member sends a 
delegate to the annual meeting. 


‘Mr. Lambert: Yes, I know, but I am talk- 
ing about the administration. Now let us face 
it, these directors will be the nominees of 
influential members in the _ co-operative 
movement—that is, the organizations—so to 
all intents and purposes they are the 
nominees of a member. The Trust Companies 
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Act does not prohibit a loan back to the one 
to whom this chap is beholden. This is where 
I suggest to you that there is a potential 
conflict of interests. He himself is not a mem- 
ber, he cannot make a loan to himself, and 
the Trust Companies Act quite rightly pro- 
hibits it. But ‘as you” said, he “is either a 
delegate or a nominee beholden to his 
nominator and I find it a little difficult to 
understand how this type of incorporation 
will give you the protection of the Trust 
Companies Act that we ask for, shall we say, 
private non-co-operative operations. 


62,(11:.50 acm.) 


Mr. Humphrys: Mr. Chairman, the persons 
who may be elected as directors at the annu- 
al meeting of shareholders would not, I sug- 
gest, be any more the delegate of influential 
shareholders than is the case at any other 
corporation where a person could be elected 
a director, must be clearly be acceptable and, 
if you like, the nominee of the major share- 
holders. Now in this case we are dealing with 
the situation that the shareholders have one 
vote’ each regardless of the size of their 
shareholdings. The persons who are nominat- 
ed’ as directors on election will be able to 
acquire shares to permit them to qualify. But 
this permits the election of persons as direc- 
tors who may not be the same as persons 
who are representing the shareholders at an 
annual meeting. In the usual case the share- 
holding organization would ‘send one of its 
officers, perhaps its president or its secretary, 
as its representative to the meeting to vote on 
its behalf but it would not necessarily want 
that officer to be a director of the trust com- 
pany. This permits the shareholders in their 
meeting to elect persons who may also be 
representatives of the shareholders, or who 
may perhaps be other persons, as directors of 
the trust company. 

The question of the share ownership by 
the individual is, I admit, in this case a 
question rather of form than of substance, 
because under the Trust Companies Act 
there must be some proportion per share in 
order to qualify. This provision is put in to 
be compatible with that requirement; but it 
does not, I believe, create a conflict of inter- 
est perhaps ‘even of the same degree that we 
would ‘be’ concerned with in a company 
where the infiuence was proportional to the 
share ownership. 


Furthermore, these persons in the co-oper- 
ative movement have ‘no personal financial 
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interest in the ownership of a member insti- 
tution because each of the member institu- 
tions being a co-operative, is not a private 
concern to the extent of an ordinary corpora- 
ion; so that I think there is a lesser degree 
of personal conflict of interests. 


The problem in the co-operative movement 
that we have been concerned about over the 
years—and I think perhaps it has been dis- 
cussed by this Committee in past years—is 
the closely-knit organization of the co-opera- 
tive movement and the lending of money 
from one organization to another which may, 
in some circumstances, be influenced by the 
co-operative sentiment rather than by a hard 
headed estimate of the ability of the borrow- 
er to repay. This has been a matter that we 
have watched for a long time, and about 
which we have done our best to persuade the 
co-operative movement to be careful. 


I am satisfied that. this company has con- 
ducted its affairs in such a way that it has 
been free from loans of that type. 


The comment on the beneficial ownership, 
and whether an agreement to sell shares to a 
particular buyer in certain circumstances is a 
diminution of the complete beneficial interest, 
I do not have the legal qualifications to enter 
into a discussion on that. I do know that this 
type of arrangement is not uncommon. We in 
the Department have not challenged ‘it as 
being a violation of this requirement, but we 
have thought that it should be limited to an 
undertaking to offer the shares for purchase 
when they are sold. But while they are held, 
and until they are offered for sale, the own- 
ership, so long as it is complete, we thought 
was in compliance with the legislation. 


In view of the comments that Mr. Lambert 
has made, I will certainly raise the point 
with our legal advisors in. the Department of 
Justice to see whether this arrangement has 
violated the requirements of the statute; and, 
if so, I think that either the statute should be 
changed, perhaps along the lines that you 
suggest, or we-will have to see that these 
buy-sell arrangements are terminated. As«a 
practical matter, of course, it is not always 
possible to flush them out, as they may exist 
without being exposed, and this is one of the 
reasons that -we have been somewhat 
influenced not to press the point too severely 
so long as we feel that the ownership is 
complete while the individual is acting as a 
director. ~ Pes Pha 
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e (12 noon) 


-Mr. Lambert: Mr. Chairman, I am not so 
much concerned with the type of buy-sell 
agreement that is at arms-length and _ is 
established on the standard form of buy-sell 
agreement, where, on the basis of an annual 
valuation of the shares, there is an agree- 
ment to sell and an agreement to purchase as 
between the major shareholders, for instance. 
This is a protection against the Estate Tax 
Act in all sorts of ways, and it is just com- 
mon-sense protection, providing it is backed 
up with the necessary liquid assets. 


What I am concerned about is this draw- 
string that is on this type of shareholding. 
Now. I know that in another context, under 
the Aeronautics Act, where the ownership of 
certain airplanes here in Canada has to be in 
the hands of a company where the directors 
are two-thirds in number Canadian, you get 
solicitors and other incorporators of these 
companies holding the necessary shares to 
qualify them as directors, and then, behind 
that, there is a trust agreement on behalf of 
the foreign beneficial owner. This is what I 
am after. This is the reason for my Saying 
that I think this type of incorporation is a 
violation of the spirit of the Trust Companies 
Act; because unless you want to modify the 
Trust Companies Act, to get away from what 
is meant by beneficial ownership—the own- 
ership of shares—and I think that the Trust 
Companies Act says that it has to be a clear 
ownership—then, with the greatest respect to 
all concerned, this is not clear ownership of 
those shares. 


Mr. Humphrys: The Trust Companies Act 
says that unless he holds, in his own name 
and for his own use,’ shares of the capital 
stock... 


Mr. Lambert: There you are. 


The Chairman: Mr. Macdonald, you are 
next, followed by Mr. Laflamme. 


Mr. Macdonald (Rosedale): There are some 
‘very serious points here. I- presume, Mr. 
Humphrys, since you are going to be consult- 
ing the Department of Justice on this, you 
would agree also with the proposition that a 
more particular piece of' legislation, such as 
this Bill, can in effect amend the Trust Com- 
panies Act if that is the intention to do so? 
In other words; Parliament has not bound 
itself “not to:..amend,) im!) .a . particular 
case, that general provision about beneficial 
ownership. It seems to me. that if that is the 
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intention then this Bill should say so; and 
that clause 7(b) should therefore say that, 
notwithstanding the provisions of whatever 
the appropriate section of the Trust Compa- 
nies Act is; these individual directors do not 
need to be beneficial owners. 


Now there are three basic rights to a 
shareholder and I am directing my argu- 
ments here to the final clause of 7(b). The 
basic rights are at least to share pro-rata in 
the assets of the company on winding up— 
and presumably you do not want these 
individuals to have that right; to share his 
dividends as declared from time to time—and 
equally you do not want them to have that 
right; and certainly to vote at cepeyet meet- 
ings of the company. 


Until Mr. Noel started to ask his questions 
I had assumed that both the 7(a) and the 7(b) 
shareholders would have the right, under 
clause 8, to vote. Therefore, may I suggest, as 
a further change, that clause 8 should read 
that each shareholder referred to in clause 7 
(a), as in 7(b), is not’ to have the right to 
vote. Let us take that away from them 
expressly rather than eee i in ese doubt 
for the future. 


There are other questions that come to 
mind. Under paragraph 9 what about the 
case of redemption of shares? I am not sure 
what the share privilege provisions would be. 
Let us assume that a constituent co-operative 
wanted to withdraw at a later ‘date from 
support of the trust company. I presume that 
the constituent co-operative would regard 
itself as having the right not only to with- 
draw its investment but also such accretions 
to that investment as may have occurred 
during the period of share ownership. 


I presume that equally the intention would 
be that an individual, when he ceases to be 
representative, and a 7(b) _ shareholder, 
would not have that right. I wonder if that 
should not equally be made clearer? 


Mr. More (Regina City): I want to ask a 
supplementary question. Mr. Noel mentioned 
what happens in the case of death. What 
happens in a case where a director is not 
re-elected? What happens to his shares? Does 
the corporation automatically redeem them? 


Mr. Wagner: I would say, yes. 


Mr. More (Regina City): There is no provi- 
sion for that. On what basis would it redeem 
them—what he -paid for them? There is no 
provision for that in the Bill, that I can see. 
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Mr. Humphrys: It would have to be dealt 
with in a buy-sell agreement between the 
corporation and the individual where the 
Corporation would undertake to repurchase 
the shares on termination of the directorship. 


Mr. More (Regina City): But the way this 
is drafted each person could be left with one 
share. 


Mr. Humphrys: There is no requirement in 
the Act that the shares... 


Mr. McLean (Charlotte): What shares are 
redeemed? Are they redeemed both in capital 
and surplus? 


Mr. Martin: The par value 
would be redeemed in that. 


is all that 


Mr. McLean (Charlotte): Do you have any 
surplus? 


Mr. Martin: We have a surplus accumulat- 
ed in the form of reserves. 


Mr. McLean (Charlotte): And the share- 
holders do not get back any of the surplus, 
they just get back the capital. 


Mr. Macdonald (Rosedale): I am not sure 
that is clear from Clause 9. 


Mr. Humphrys: It gives the Company the 
power to buy the shares back but it does not 
restrict the Company with respect to the 
price paid. 


Mr. Macdonald (Rosedale): Could I address 
this question to Mr. Wagner. Let us say that 
the Nova Scotia co-operatives get in here and 
carry on for five years. They then say, ‘On 
the whole we would like to have our own 
Nova Scotia Co-operative Trust Company 
and we want to withdraw’”’. Is it the intention 
at that point to let them withdraw with the 
capital they invested plus accretions, or are 
they to get out with their original investment 
only? 


Mr. Wagner: The practice has been just to 
take out what you put in. 


Mr. Macdonald (Rosedale): Take out what 
you put in? 


Mr. Martin: That is right. 


Mr. Macdonald (Rosedale): And if the 
over-all business of the trust company 
growns, then anybody who drops out would 
have to write off the gains which result 
from their co-operation? 
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Mr. Martin: That is true. 


Mr. Laflamme: I would like to ask Mr. 
Humphrys with respect to subclause (a) of 
Clause 7 if there is any limitation in the 
appropriation of shares by any companies, 
societies, associations or corporations wishing 
to buy shares? 


Mr. Humphrys: There is no limitation on 
the number of shares an organization can 
purchase. 


Mr. Laflamme: Then one or two companies 
can completely control a trust company? 


Mr. Humphrys: No. No matter how many 
shares they own they only have one vote. 


Mr. Laflamme: They only have one vote 
but indirectly the directors on the board may 
obtain private shares. 


Mr. Humphrys: When the directors are 
elected at the meeting each organization has 
only one vote however many shares it may 
own, so it could not exercise any more influ- 
ence than an organization that only owned 
one share. 


The Chairman: Perhaps it might be useful 
at this point if we asked the witnesses to give 
us some details about the assets, the liabili- 
ties and the general financial position of this 
company. We have not had this information 
as yet. 


Mr. McLean (Charlotte): As a supplemen- 
tary question, could an organization vote for 
more than one director? Is their vote 
confined to cone director? ~ 


Mr. Humphrys: No. The voting would be 
handled as it is usually done in corporations, 
you would cast a vote for each vacancy. 


Mr. McLean (Charlotte): Then one institu- 
tion could control it, could they not? 


Mr. Humphrys: No. 


Mr. McLean (Charlotte): Then they would 
only have one director. 


Mr. Humphrys: No. If there are 300 share- 
holders and they all attend the meeting there 
are 300 votes to be cast. There may be sever- 
al thousand shares and in the election each 
representative votes on each vacancy. There 
are 300 votes cast on each vacancy. One 
organization would not have any more influ- 
ence than another. 
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Mr. Lambert: Surely you will agree that in 
every flock there are both rams and sheep. 


Mr. Humphrys: If there is one vote per 
shareholder I think the chance of any one 
shareholder dominating the meeting is much 
less than if you have one vote per share. I 
think this is the basis of the philosophy of 
the co-operative movement. 


Mr. Ballard: I would like to ask Mr. 
Humphrys if, as an officer of his Department, 
he was satisfied with the by-laws of the 
Company as they were filed with him. Would 
he also tell us why these by-laws were not 
made available for scrutiny by us at this 
time. 


Mr. Humphrys: The by-laws of the Com- 
pany would have to be modified because they 
will not be in compliance with the federal 
Act when it comes into force. Consequently 
the by-laws of the existing Company are not 
quite in the form which they will have to 
adopt under the new Act. However, I know 
of no reason why the by-laws of the Compa- 
ny should not be made available, if that is 
the desire of the Committee. 


Mr. Ballard: But in view of the fact that 
the word “by-laws” is mentioned in clause 8 
of the bill you are satisfied that the by-laws 
as presently framed covering voting proce- 
dure are satisfactory. 


Mr. Humphrys: The voting procedure will 
be limited by the requirements of this Act, 
and we are now discussing with the Compa- 
ny the by-law amendments that must be 
made if this Bill is adopted in order that the 
by-laws conform with this Bill and the feder- 
al Act. 


Mr. Ballard: Mr. Chairman, I am still not 
happy with this Bill. I think as a Committee 
it is our job to protect federal legislation. I 
do not think we should be satisfied with the 
statement that it was easier for the incor- 
porators to follow this route than to follow 
the normal route. I think it goes against the 
grain of this Committee to set a precedent 
—which this undoubtedly is—which would 
make it easier for companies to circumvent 
the provisions of the Trust Companies Act 
when making a normal incorporation. There 
are too many uncertainties in this Bill and 
too many things have been mentioned by 
several members of this Cornmittee for me to 
have confidence in endorsing the passage of 
this Bill. I think if an application for incor- 
poration were carried out in. the normal way 
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it would have given us the answers to all the 
questions that have been asked this morning. 
That is all I have to say. 


Mr. Macdonald (Rosedale): Mr. Chairman, 
I am not altogether certain that even if we 
had proceeded in that way we would get 
around the problem of these two types of 
shareholders, and in particular the provision 
of the Trust Companies Act that there should 
be beneficial ownership in an _ individual. 
Could I suggest that we strike out subclause 
(b) of Clause 7 and at the end of Clause 3 
add, ‘Notwithstanding the provisions of the 
Trust Companies Act with respect to benefi- 
cial ownership, the representatives of the 
shareholders of this Company need not own 
shares beneficially”. In other words, do what 
we are really trying to do by Clause 7 (b), if 
we decide that it is purely artificial. As Mr. 
Lambert said, this was decided long ago 
under The Corporations Law of the State of 
Delaware. I think this anachronism of re- 
quiring a director to hold shares should not 
be continued. Why do we not do that and 
make this a special case outside the Trust 
Companies Act, because that is basically 
what you are asking for. 


® (12:10 p.m.) 


The Chairman: It is true that in a particu- 
lar bill Parliament can say that any of its 
previously existing legislation shall not apply 
in whole or in part to a particular situation. 
As far as I am aware it is entirely within 
Parliament’s power to make such provisions 
in either a special act or in an act of more 
general application. However, I think some 
points have been raised by members of the 
Committee which the Committee may wish to 
take into account. I think we might wish to 
consider whether or not the aims of those 
who support this Bill are actually being car- 
ried out by the draft that we are studying at 
this time. 


Mr. Lamberi: Mr. Chairman, may I make 
one comment. I am not trying to torpedo this 
Company or the efforts made by the propos- 
ers, but as a lawyer I believe this type of 
thing is bound to get you into trouble. I have 
raised some questions. Mr. Humphrys, by his 
reference to the law officers of the. Crown, 
may be able to satisfy me that possibly I put 
too wide an interpretation on this or that I 
have been too difficult about it. Mr. Noél 
raised some questions, too, that we would 
like to be satisfied about. If the answer is 
going to be “‘yes”, fine; but I think we would 
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be doing the proposers of this Bill a disser- 
vice if we did a sloppy job and gave them 
the assurance: “Well, yes, that is all right” 
and subsequently they faced a law suit 
through the action of dissident shareholders. 


Mr. Macdonald raised a point there about 
shareholders wishing to withdraw and saying 
they are only entitled, shall we say, to the 
capital value of the share without taking into 
account any accretions. Does tnat mean, then, 
that on the possible dissolution of this com- 
pany, shareholders of record will be the only 
ones entitled to pick up the surplus? This is 
another point that has to be spelled out 
which is not spelled out. 


I am also not too sure that the Trust Com- 
panies Act allows a trust company to enter 
into a buy-sell agreement with any of its 
shareholders, or any of its directors. There- 
fore I would propose, Mr. Chairman, that we 
adjourn until we get the answers. 


Mr. Laflamme: May I make a suggestion? 
Perhaps we should ask the proposers to 
redraft clause 7 in such a way that it will 
clarify the question of control, the question 
of the powers of the directors, and the appro- 
priation of shares. 


The Chairman: It would appear that the 
aim of those in the Committee who are 
bringing these points forward is to ensure 
that the co-operative bodies who are support- 
ing this trust company are fully protected 
and that this is refiected in the legislation. I 
think the aim of those in the Committee who 
have raised these points is to be helpful, 
particularly as this does not represent what 
you might call a private business investment 
in the ordinary sense. It may be, gentleman, 
that in consultation with Mr. Humphrys or 
yourselves you could come up with some 
changes in the wording to reflect these com- 
ments that have been made, and perhaps we 
could reconvene early this week. Perhaps 
you could stay over for a day or so. ; 


As I say, this would be important in any 
event, but it is especially important where 
we in effect are trying to protect the interests 
of tens of thousands of individual credit 
union participants. I am not saying this has 
not been done so far, but I think these points 
should be taken into account for the protec- 
tion of all concerned. I think the view of the 
Committee is that we should adjourn and 
reconvene at the call of the Chair. 
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Mr. Ballard: Mr. Chairman, probably I 
have been a bit too critical of this piece of 
legislation, but I want to assure Mr. Wagner 
and Mr. Martin that I am in no way against 
the incorporation of a trust company by their 
organization. I have no quarrel with your 
aims and aspirations, but I do feel that our 
Department has not given you the best road 
to follow to achieve the goals and aspirations 
that you are looking for. When I am being 
critical, I am being critical of our own De- 
partment rather than the co-operative group 
that you represent. 


The Chairman: Should we consider at this 
time when we might reconvene? I might just 
make a comment that has occurred to me. I 
think we should distinguish between two 
separate but possibly related aspects. One is 
the advisability of a procedure which is 
reflected by this Bill of making it easier for 
companies to come under federal jurisdiction, 
and the other is to see that in a particular 
ease, particularly of all the co-operatives and 
credit unions and so on, that the special 
provisions—taking this situation into account 
—are actually completely expressed in the 
Bil. 


Mr. Humphrys may have some submissions 
to make concerning the advisability of prov- 
iding a new procedure generally to make it 
easier for trust companies, insurance compa- 
nies and so on to come under federal juris- 
diction which is a separate matter and which 
I do not think we should refiect upon com- 
pletely at this time, because this is not the 
broad issue before us. 


It seems to me that ‘what we are really 
concerned with at this time is to ensure, for 
the benefit of those who have sent Mr. Wag- 
ner and Mr. Martin. here, that the Bill that 
we do recommend to Parliament actually sets 
forth the scheme that will carry out the 
intentions of the thousands of participants in 
the credit union movement who are, in effect, 
owners of this company. I think that we 
should adjourn and reconvene at the call of 
the Chair to consider further this piece of 
legislation. 


Thursday, November 23, 1967. 


e (11:10 am.) 


The Chairman: Gentlemen, I think we are 
in a position to begin our meeting on an 
unofficial basis for the moment with the 
usual reservations. 
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When we adjourned on Tuesday it was 
understood that the witnesses who were here 
on behalf of the Bill and the Superintendent 
of Insurance were to consult with a view to 
preparing amendments to take into account 
some of the points raised by various mem- 
bers of the Committee relative to what 
appeared to be situations not taken into 
account in the draft Bill with respect to the 
position of directors and, obviously, some 
work has been done over the last couple of 
days. 


Some draft amendments have been pre- 
pared which I have caused to have distribut- 
ed, at the moment purely for the purpose of, 
shall I say, preliminary discussion before I 
ask whether someone on the Committee is 
prepared to move them. In fact, I cannot do 
it yet anyway because we are actually on the 
preamble. Perhaps I should ask Mr. Hum- 
phrys and the witnesses to explain what is 
intended by these amendments. Before you 
start I would like to note for the record we 
are now in a position to begin officially. 


Mr. R. Humphrys (Superintendent, Depart- 
ment of Insurance): Mr. Chairman and hon. 
members, the amendments that have been 
distributed would add two subclauses to 
clause 3 of the Bill. Clause 3 in its present 
form states that: 


3. The directors of the Company hold- 
ings office as at the date on which this 
Act comes into force shall continue in 
office until the first annual meeting of 
the Company following the said date 
and, if otherwise qualified, shall be eligi- 
ble for re-election. 


The proposed amendment is to add a sub- 
clause (2) to provide that any individual who 
is a member of an organization that is 
a shareholder is eligible to be elected as a 
director and if any director ceases to be 
eligible for election he thereupon ceases to be 
a director. This would then state the class of 
persons from whom the directors could be 
drawn and these would all be individuals 
who are members of co-operative organiza- 
tions that in turn own shares in the trust 
company. 

In order to remove any possible conflict 
with the requirements of the Trust Compa- 
nies Act which says that no person is eligible 
to be a director unless he owns certain 
shares, it is proposed to add subclause (3) to 
provide that notwithstanding Section 18 of 
the Trust Companies Act an individual need 
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not be a shareholder to be eligible for elec- 
tion as, or to be a director. 


These proposals go more directly to the 
point that was discussed yesterday and it 
was recognized that the requirement for 
individuals to own shares, as it appeared in 
the Bill, was really to bring the requirement 
into conformity with the Trust Companies 
Act but it is undoubtedly a simpler proce- 
dure to satisfy that particular requirement in 
the Trust Companies Act for this particular 
case and I think it is justified because in 
these co-operative organizations share owner- 
ship by the individuals would not constitute 
a measure of personal financial interest in 
the same sense that is intended under the 
Trust Companies Act by this share qualifica- 
tion procedure. 


e (11:20 a.m.) 


The company in its present form has this 
same qualification for directors. Any 
individual who is a member of a co-operative 
organization owning shares in a trust compa- 
ny is eligible. So in discussions with the 
officers of the company this met their desire 
and from the point of view of the Depart- 
ment of Insurance we believe it is an appro- 
priate qualification for directors for a compa- 
ny such as this. 


The amendments then would go on to de- 
lete paragraph (b) in the present clause 7 
which was the paragraph that was brought 
into question yesterday because it set up a 
special class of shareholders. 


The other amendment would be to clause 9 
where there a question was asked about the 
price the company would pay if it purchased 
shares from a shareholder, and it is proposed 
that certain words be added to the end of 
that clause to make it clear that any pur- 
chase of shares by the company will be at 
par value. 


The Chairman: Do members of the Com- 
mittee have any questions or points to raise 
by way of general discussion at this stage? 
We are not really moving the amendments; is 
there any further general discussion at this 
time? Mr. Lind? 


Mr. Lind: I am sorry I missed the last 
meeting. I would appreciate, Mr. Chairman, 
if I could ask the representatives of the Co- 
operative Trust Company Limited a couple of 
questions just for background information. 


First of all, Mr. Humphrys, you said that 
each shareholder would relinquish his shares 
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at par. Who buys them: up; the new Trust 
Company, or not? 


' Mr. Humphrys: The shareholders of this 
company would be in the same position as 
Shareholders of other companies in that if 
they want to dispose of their shares they 
have to find someone who will buy them. But 
the classes of organizations. that can buy 
shares are limited under this Bill and it is 
provided that only co-operative organizations 
can become shareholders. 


Because of the restriction in the ownership 
of shares, the company seeks the power to 
purchase its own shares from shareholders at 
par value but only to the extent that a corre- 
Sponding number of shares are issued in the 
same year so that power the company is 
seeking to buy its own shares is really only 
to provide an exchange, you might say, of 
shares within the year. 


If a co-operative organization goes out of 
business or wants to sell its shares and can- 
not find another buyer the company could 
buy those shares if it re-issues an equal 
number to some other co-operative. Other 
than that a co-operative organization that 
owns shares in this trust company is in the 
same position as any other shareholder. You 
cannot expect the issuing company to buy 
back those shares. 


Mr. Lind: Through you, Mr. Chairman, to 
a legal counsel, I gather that the shares of 
this Co-operative Trust Company Limited are 
mostly held by other co-operatives rather 
than individuals? 


Mr. H. A. Wagner (General Manager, Co- 
operative Trust Company Limited): No 
shares are held by individuals. They are all 
held by credit unions, co- operatives and simi- 
lar organizations. 


Mr. Lind: Under the taxing agreement 
where does th’'s fall on the profits this com- 
pany makes? Do they make any profit or do 


they pass it on to the co-operative 
associations? 
Mr. Wagner: We certainly make every 


attempt we possibly can to have an earning 
and we pay exactly the same income tax on 
that earning as any other company in 
pre 


. Mr. Lind: If it is. over $35, 000 a year, you 
pay 52 or 50 per cent or whatever it is? 


‘Mr. Wagner: Yes, that is correct; 51 per 
recent. 
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The Chairman: The trust company itself is 
not a co-operative in spite of its ownership. 


Mr. Wagner: Its a stock company. 


Mr. Lind: Its a stock company itself. Oh 
yes, now I get it. 


The Chairman: 
point. 


Mr. Lind: Thank you very much, Mr. 
Chairman. 


IT think “I” can” see “your 


The Chairman: Do members of the Com- 
mittee have any further questions? I think 
before we proceed to voting on the clauses I 
should ask the witnesses to place on the 
record some information about the financial 
status of the existing company which is to be 
continued on a federal basis. I believe that 
you had the information available on Tues- 
day; something about your assets and liabili- 
ties and profitability or otherwise in the last 
several years. 


Mr. Humphrys: Mr. Chairman, I believe 
Mr. Martin has a financial statement as of 
October 31 and he would be able to give a 
summary of the assets and liabilities of the 
company or perhaps table the balance sheet 
for inclusion in the Proceedings if you wish. 


The Chairman: Perhaps it can be tabled. 
Perhaps he can just give some highlights 
from it and we will have this for the record. 


Mr. Al Mariin (Secretary-Treasurer, Co- 
operative Trust Company Limited): Mr. 
Chairman, the capital section of our balance 
sheet which is the company fund has assets 
of just over $2 million as of October 31, 1967. 
This is made up of the shareholders equity 
and earnings to date. The asset form of these 
holdings is in the term of short-term deposits 
and bonds and debentures of the federal and 
other governments and municipal govern- 
ments. 


In the guaranteed trust section our total 
assets exceed $29 million and the liabilities 
here are made up of short-term deposits by 
individuals and organizations into the compa- 
ny along with the usual type of guaranteed 
investment certificates issued by trust compa- 
nies. The assets are in the form of short-term 
deposits and bonds and debentures with gov- 
ernment, eet neice and some co-opera- 
tives. 


The largest portion of the assets of the 
guaranteed trust section is in the form of 


mortgage loans to individuals who are mem- 


The other 


etme 


bers of member organizations. 
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trust sections at the present time exceed $7 
million and this is made up chiefly of assets 
of estates under administration in the 
amount of $5.4 million at October 31. 


The Chairman: Perhaps somebody can 
move that this balance sheet should be... 


Mr. Lind: May I ask a question? 
The Chairman: Yes. 


Mr. Lind: On the breakdown of your capi- 
tal how much of that is capital invested by 
the co-operatives and how much of it is 
surplus? 


Mr. Martin: There is $1,584,830 of invested 
capital out of the $2.1 million and in reserves 
we have $180,000. Included in that figure is 
$171,000 of earnings to date that have not 
been distributed. 


Mr. Lind: Thank you very much. 


The Chairman: You mentioned mortgage 
loans. At what rate of interest are you mak- 
ing these loans at the present? 


Mr. Martin: Our rate of interest on mort- 
gage loans to individuals at the present time 
is 84 per cent. We have only one interest rate 
for loans being made at a specific time, but 
our past interest rate has been 7, 74, 8 and 84% 
per cent now. 


The Chairman: When did it move to 84 per 
cent? 


Mr. Martin: About two months ago. 


Mr. Wagner: I should explain, Mr. Chair- 
man, that 84 percent rate includes insurance 
on the life of the borrower up to a maximum 
of $20,000 at no other cost to him than the 84 
per cent. 


The Chairman: Do I understand that you 
only make loans to individuals and not to 
limited companies? 


Mr. Wagner: 
individuals. 


We only make loans to 


The Chairman: Do they have to be mem- 
bers of the co-operative body? 


Mr. Wagner: Yes; they have to be:a mem- 
ber of a.member. 


The Chairman: Another’ point that 
intrigued me when you made your initial 
presentation was your mention that one of 
your servcies that was quite active was a 
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will-drawing service. How do you make that 
service meet the requirements of the various 
professional or governing bodies of the legal 
profession in the “provinces in which you 
operate? I am not reflecting on the practice. I 
am just wondering. 


@ (11:30 a.m.) 


Mr. Wagner: We have not had any difficul- 
ty. I am not sure that I understand. 


The Chairman: Well do you use solicitors 
to draw these wills, or is it done by your 
trust officers? 


Mr. Wagner: It is done in both ways. It is 
generally up to the person who wants the 
will. We offer the service; if he wishes to use 
a lawyer in assisting in the will preparation, 
or if he wants to name a lawyer he wants to 
use in the administration of his estate, this is 
perfectly all right with us. 


The Chairman; A few months ago, this 
Committee recommended to Parliament the 
approval of a bill that was set up, which I 
believe was called League Savings and Loan} 
is that right, Mr. Humphrys? — 


Mr. Humphrys: Yes. 


The Chairman: Which, I believe, was to be 
owned by the co-operative movement, at 
least initially, in Nova Scotia. I recall that on 
Tuesday you said you had some inquiries 
from Nova Scotia. How would your proposed 
operations fit in with the operations of 
League Savings and Loan? } 


Mr. Wagner: Mr. Chairman, I should have 
explained that it is the policy of our board of 
directors not to move anywhere unless we 
are invited so to do by the co-operative 
organizations. If Nova’ Scotia felt that they 
would not like us to move in there with our: 
mortgage service, then we certainly would 
not do it. 


The Chairman: In other words, it is 
unlikely there would be a situation where a 
trust company owned by one group of co- 
operatives would be in competition on a busi- 
ness basis. with.a trust company owned by. 
another group of co-operatives? 


Mr. Wagner: It could raha but it is Rot 
likely, Mr. Chairman. : 


Mr. Humphrys: Is I may comment, Mr. 
Chairman, The League Savings and Loan 
was incorporated as a loan company under 
the federal Loan Companies Act, and it has 
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the power to accept deposits, sell debentures, 
and make mortgage loans, but it does not 
have the power to provide the services of a 
trust company, the service of estate adminis- 
tration and this type of service. 


The Chairman: Now, one final question, 
which I do not think has been put on the 
record yet. Could.you tell us exactly who the 
co-operative bodies are that own the existing 
company? 


Mr. Wagner: They were listed in the Sen- 
ate Report of the proceedings, Mr. Chair- 
man. 


The Chairman: We do not recognize things 
from the Senate in the ordinary sense, you 
know. 


Mr. Martin: Well, we can name most of 
them from memory. 


The Chairman: VCS: 


Mr. Martin: There are about 265 credit 
unions in the province that hold shares in 
our company, out of the 300 existing credit 
unions in Saskatchewan. There are about... 


The Chairman: You do not have to name 
all 200. 


Mr. Martin: No, I do not think I could. 
There are about 30 local co-operative organi- 
zations in the province holding shares in the 
company; these are mostly consumer co-oper- 
atives. The balance would be the central co- 
operative organizations, including Saskatche- 
wan Wheat Pool, Federated Co-operatives 
Limited, Interprovincial Co-operatives Lim- 
ited—you have them there do you? 


Mr. Nasserden:. There is Saskatchewan 
Wheat Pool, Saskatchewan Co-operative 
Credit Society, Co-operative Creameries, In- 
terprovincial Co-operatives, Federated Co- 
operatives, Credit Union Mutual Aid Board, 
The Credit Union League of Saskatchewan, 
Co-operative Life, Co-operative Hail Insur- 
ance, and Co-operative Fire and Casualty. 


The Chairman: Well, thank you, Mr. Nas- 
serden. If there is no further discussion we 
can proceed to voting. 

-Preamble carried. 

Clauses 1 and 2 carried. 

On clause 3—Directors 
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‘Mr. More (Regina City): I move to renum- 
ber present clause 3 as sub-clause (1) of 
clause 3 and add the following: 


(2) Any individual who is a member of 
an organization that is a shareholder is 
eligible to be elected as a director and if 
any director ceases to be eligible for 
election he thereupon ceases to be a 
director. 


(3) Notwithstanding Section 18 of the 
Trust Companies Act an individual need 
not be a shareholder to be eligible for 
election as, or to be a director. 


Mr. Wahn: I second the motion. 
Amendment carried. 

Clause 3 as amended carried. 
Clauses 4, 5, and 6 carried. 

On clause 7—Shareholders 


Mr. Monteith: I move in clause 7, delete 
the letter (a) in line 19 and delete paragraph 
(b) 


Mr. 
motion. 

Amendment agreed to. 

Clause 7 as amended carried. 


More (Regina City): I second the 


Clause 8 carried. 
On clause 9—Purchase of shares by the 
Company 


Mr. More (Regina City): I move to amend 
clause 9 by adding the following immediately 
after the word “made” in line 44: 


‘and any such purchase of shares shall 
be at the par value thereof.” 
Mr. Monteith: I second the motion. 
Amendment carried. 
Clause 9 as amended carried. 
Title carried. 


The Chairman: Shall I report the bill as 
amended? 


Some hon. Members: Agreed. 


The Chairman: Gentlemen, this completes 
our agenda for today. I declare the meeting 
adjourned. 


I think I can say in passing that we hope 
these amendments will help the group spon- 
soring this bill to better achieve their aim. 
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NaestuMenusean OM MrUStaqeres or lun mice ae eit ras ole arercta amtieccnre cic os 
Pree cme OE t Pere Cpe Mee atoll oy. ghia itches & tieiskep be eieid.o eave 


Weetes IO IDIStTACING BIRDCNSC. sos: age Wire. bedi edcce sev isence scars 


PS eta Gay OM CWM Soh inn Me ee as OR each edi b> ase ee he cas ens 
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This Month Year to Date — 
Actual Budget Actual Budget 
$ $ $ $ 
(8, 140) (9,171) 151, 683 133, 084 
684. (463) (391) (320) 
1,861 2,190 18,841 21,907 
(595) (7,444) 170, 133 154,671 
(4,722) (5,877) 152,635 150, 606 
4,127 CE oer 17,498 4,065 
204 (541) (429) (4,711) 

13, 987 12,927 131, 734 124,911 
682 903 15,881 13,501 
(1,040) (287) (1,994) (14) 
13,833 13,002 145, 192 133, 687 
6, 383 4,514 52, 628 50,919 
7,450 8,488 92,564 82,768 
2, 363 (154) (5,384) (7,970) 
13,180 11,364 115,622 108, 546 
= (332) = (332) 

469 (169) (7, 206) (8, 506) 
16,012 10, 709 103, 032 91, 738 
4,815 3,476 42,087 39,176 
11,197 1200 60, 945 52, 562 
22,774 14, 154 171, 007 139, 395 
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CO-OPERATIVE TRUST COMPANY LIMITED 
Consolidated Statement of Operations for the 11 month period ended October 31, 1967 


Increase 
Actual Budget (Decrease) 
$ $ $ 
Revenue 
Net Income from— 
CFUBTALeC MINS: Si. .namiae «ceeds pends SEES: a vo ae c OOS 280, 325.00 262, 554.00 Lec ee 
METAS RSA DE ch ASL SET s (RRR Ne em TE RR IES aS eg oe 102, 223.00 96, 243.00 5, 980.00 
Weber, Piiish CUnUe roe sae tas Get tote oh seek cre eke 9,453.00 9,929.00 (476.00) 
AICO Tomes tIients. te. waeicin Te Wobis coon: <4 seni 58, 262.00 58, 041.00 221.00 
EM AIh APPLICAIONMECS «cathe. Ae ws ies Geet Cone Vedas ocean ae 26, 833.00 16, 944.00 9,889.00 
Commissions— 
Teal Fete one: ys: 2 (eRe 5 cy oe te es nek cee 32,879.00 30, 056.00 2,823.00 
RO Th Cie eae ete GN. ccd atte take et ge ae St sp ee amos 777.00 1,291.00 (514.00) 
Fistabe A CImimisteavion wees... s.. 4. . Leren. cele sla + a oe seed 92,451.00 80,912.00 11, 539.00 
‘Busiwess’ Management tees: -bl ies Pearle: hls sk es cues 7,194.00 7,557.00 (363.00) 
ierOnerty NManacement 165 404... i se tcc as te cece erates 4,773.00 4,920.00 (147.00) 
PLS TCCE AIDS ins ues o's +80 Suan ska 2s COMMER bo oe Ue ne «sts 4,156.00 - 4,258.00 (102.00) 
LeU Gae aS REA Aree sean.) ghia bait ote. eee ee 18, 841.00 24,767.00 (5, 926.00) 
Loan insurance terune , cm: ec co tiib arias dele FOR s pee ae Dee 40,408.00 40,411.00 (3.00) 
Patety Geporsio iox rentalsry .....:. .. AU or vkscvecedecss sorte ss 101.00 100.00 1.00 
Sy a ute Seg, Bao cae aint Sens eae -cagyand cca ine te 2,160.00 2,060.00 100.00 
‘TP Omeet Eee VENUEGRS oc 00s. cis RAE Co 5 de omutnabastigaaionsOt 680, 836.00 640, 043.00 40,793.00 
Less Operating Wixpelises . UA Fo. os Miertad. «ea otintt kth ovaccheten esos 509, 829.00 500, 648.00 9,181.00 
Neti Savages tors Pernod: &. .xeenB ed < cowdtetatites Santicds4 os o's sac 171, 007.00 139,395.00 31,612.00 
Interest on— 
POMS i, AU OO A Be a RR ns ee 1,157, 949.00 1,156, 486.00 1,463.00 
Wipers tieeeey. . SOD, Aen, PE SAN wo eee 602,850.00 519, 852.00 82,998.00 
ai 1,760, 799.00 1,676, 338.00 84,461.00 
8s: 
ATAntee Meet 6st. amt oda KES cide oe eee ete 1,310, 536.00 1, 249,571.00 60,965.00 
Ivete InteKesis Incomes VI CeneLG RR PE Oo wnccinanes 450, 263.00 426,767.00 23,496.00 
Other Revenue 
PA DPIICATION TOCS ie eis ain a FP Watts oak soap AMMAR tus os tte Nnoraanss stole RANE 26,833.00 16,944.00 9,889.00 
Commissions— 
BORE EUSTALO tess alle pte rere See Se TO ot 32,879.00 30,056.00 2,823.00 
UU HIVES et ER DR 0 Me ¢ ARI A Oe iad 54 Oa OS 777.00 1,291.00 (514.00) 
Hastate administration féesii 0. en ON oa el elo ells 92,451.00 80, 912.00 11, 539.00 
Business, Waa @eMmenb [6665 :n nsisernteeuciesoriseasusnsadrausnsascunun asain 7,194.00 7,557.00 (363.00) 
PropentygManagementifees, .. oq... alee ee ees» + oe eacne 4,773.00 4,920.00 (147.00) 
DE TUSTCOSINIDS sic nbs ib Diag Kian « aus» eabenel bis SA, «oo 4,156.00 4,258.00 (102.00) 
TUALUY fer eee Oe ok mT eet s tes COMIC To ee ete ek 7c ae 18,841.00 24,767.00 (5, 926.00) 
Deaninsirance reinde. Hey m. .2k eee OR ee dh cc eee 40,408.00 40,411.00 (3.00) 
Satety,deposit boxwentals ack... >. Padi. oes. «os eRe 101.00 100.00 1.00 
PURI CUICY. ic chia cuk Bi mm as Ae hf dear MM ve at | meee 2,160.00 2,060.00 100.00 
T otal-Other ARevenueys....it.ccm ee ew ne. cake e anes 230,573.00 213,276.00 17,297.00 
SLOCS UNO MONG mene, ce be oe wk AR aca MBE: oO) oo co aba 680,836.00 640, 043.00 40,793.00 
ess: Onorating Tixnenaos ac...b eer een ito ee CR ears he 509, 829.00 500, 648.00 9,181.00 
Net Savings toiOctober’st, 196700: RR. cnc sas 171,007.00 139,395.00 31,612.00 
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CO-OPERATIVE TRUST COMPANY LIMITED 
Schedule of Expenses for the 11 Month Period Ended October 31, 1967 
Increase 
Actual Budget (Decrease) 
$ $ $ 
JS [SPEER OTP ie RR IR ete ei ta er ros AAR ea a 6,936.00 8,475.00 (1,539.00) 
MOG OH 5 x 50s a PEIN ORO EOE ck acbb eves e¥ecwels 6,162.00 5,915.00 247.00 
ADBUAD Meebiligess.a9 sais ascase ven ccn as eu RON SAUER 2,309.00 1,859.00 450.00 
RO NASIOC ne cot eter re te rate tne Met c Mie vurtiete hon bens 5,452.00 3,275.00 2,177.00 
DepKeclaviony si0 iis gates Feed ceeds UO co ecore asad eaithes akents 10,651.00 10, 791.00 (140.00) 
Directors and Investment Committees........... Ch ses RemMlgh aoa 9,337.00 8,667.00 670.00 
Pxenangermnd Bank*eharees... << oo nets « «00's oto%atatatetyte'steve's's'ee% 2,135.00 2,212.00 (77.00) 
Grants and Donations...... pin MAM: Core Cty soit s Sale ae es ee 15,447.00 15,611.00 (164.00) 
Tnsumancenen Sorta! eae 8. she Wale « U5 cio ressswiesin'eiecoieeniewe 89,746.00 91,126.00 (1, 380.00) 
Jato and Ho uildinewme< HenSes poo. NO bE 6 ssc a ceies tcc scecscces 1, 290.00 1, 290.00 —_ 
Degeimnd. Land “Pitiees Mees, 2.165 < MRA Ne coc ules ctenrewnnwiennvewlere 1, 146.00 2,378.00 (1, 232.00) 
EC EMO STALO CE LOS cece Ge leuiab vik vatels Se rk es cike eae cteate tet ee Ms 38, 793.00 3,754.00 39.00 
Acie GTARUN VV ALOT. 5: MO AME cond 52. s MOKED 0 6.5.0 srtyesesmsiverssesesjerinnes> 138.00 65.00 73.00 
DLA ALG MteNC Ret Rs Cas, «Giana Mh resid Salad wien poled sas Ale ads ee 6 — 150.00 (150.00) 
Mem DeLSUID ABO SUOSCEID IOUS sc ec ck acee ore ny cc e.cbck sacs sess 3, 608.00 1,341.00 2,267.00 
IS UA Oe EET Ao cs oipnd dive, wel Vilas d om vieleu solv veltiee Ua ea cae dee 4,222.00 4,199.00 23.00 
EROCE UU rh ee ane Myr ere taht Re ay aii everctaletctetalotatclabelitetetetets 253.00 50.00 203.00 
MON Sos soot Bela nay Serena aeeaen eC AE OORE ARSE nn Oe Eien 38, 183.00 37, 883.00 300.00 
Rentaleand: RepairjoL.Office HQuipment.....<.ccc ec ccsscbeccscce 2,453.00 2,114.00 339.00 
O fie epAssistancCe iectee eee kn 6 ESPEE BotD ws acs ce clnic ce escacccs 573.00 129.00 444.00 
RENO ete er AM eg) ty AM MON 2829S oso gnicd cave signs vmisad pnieet 241,787.00 244 837.00 (3,050.00) 
Sales Commissions—Real Estate. ....... 0.0.00 tele ete ee ere eletete ates 7,689.00 7,658.00 31.00 
SIUM CIETY Th See corset toe rarest hoes any IRR Poste ee esac gad nly heparan eupcral 16,295.00 16,717.00 (422.00) 
SS Ue gIRANIEET DD © gi 5 cso SRERMO NG oc dares 9 MANERA. © 00 <0 ake teveusdsavesanencaarasece 2,813.00 2,048.00 765.00 
Sat Ora eras Gee Netela wes oro SG el to teete eociae liciln shataTattoh aA atote e's’ hate’ 8,075.00 — 8,075.00 
Statronem and SUpplicseiG .. cscs RIE INS oo eo oneness 12,041.00 10, 288.00 1,753.00 
SENG CREA. See RRR SIS SES ga a PS nh ane Pre a or 1,093.00 842.00 251.00 
Talo NOOR ae AN re sk aie the De ciate Saini oo o1d OS aliveln's 6 is oTehs 5,460.00 4,953.00 507.00 
Oe ere re On AO erin oily RE Ae se le Hew vad esaneieibe diane hn 10,742.00 12,021.00 (1,279.00) 
509, 829.00 500, 648.00 9,181.00 
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CO-OPERATIVE TRUST COMPANY LIMITED 


BALANCE SHEET 


As at October 31, 1967 


ASSETS 


Capital Section 


cD 


BPEXOGE, HEDOSIUS, Mites WAI. CR scien oss SEEM Gu olh sO AIS G6 G Otten 
PAGAN deposits) Bie Go A I os eee a ems 
raw eliad Vances Ach) tick bOOS nnn Chey env orerdenre re ddets 


PCC TIOG Gres TECOLVADIO. va. a oc Lc ore Ree ee canis wk anetes 
Prepaidvexpenses Fo iA osg.n sce once ee he Oe this, ecemm att 4b Atala tetetet ete 


Due from 


othertedcmints...0.° 00 REL Boone eee ee 


cee eee ee ee eee eee eee eee ere eee eee ereseeerecoeoeeseeseseee 


Bonds and Debentures— 
SOODCTAUIV GC, cia hc Oe nese bhas Oat I eIwe es Oe are ey Aten 
SO CPIAIDOM ge ish ce Mae a eee eee | te eee Retna 


Fized Assets 


Cost less accumulated depreciation: 


Buildings. 
Furniture 


eee eee eee eee ere ee ee oe seer eee ree eres eseeeeeeesreos ore 


eee ercer er ere ee oer eee eee cere eee eorceeseeseeeereeescese 


PHYS RSS BATTEN SC RMAC S TS SOTO He SA LLPry? F ROL NE MRE 


Actual 


Res ie 
99, 000 


686,881 


100,020 
2,091 


302, 000 
108, 831 
108, 400 
146, 697 

15,897 


783,936 
4,696 


779, 240 


138, 008 
457,706 
60,177 


669, 621 
2,135,742 
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Budget 


$ 


729 

100, 000 
431,000 
525 
8,000 

- 25,000 
12,500 
5, 000 


582, 754 


100, 020 
808 


302, 000 
58, 956 
108, 400 
161, 669 
11,000 


742,853 
4,668 


738, 185 


137, 700 
451,817 
55,713 
8,821 
3,970 


658, 021 
1,978,960 


Increase 
(Decrease) 


: a 


2,080 
(56, 000) 
125 

34, 106 
24, 295 
(593) 
1,114 
99, 000 


104,127 


1, 283 


49,875 


(14, 972) 
4,897 


41,083 
28 


41,055 


308 
5,889 
4,464 

(174) 
1,113 


11,600 
156, 782 


SSS 
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CO-OPERATIVE TRUST COMPANY LIMITED 
BaLaNce SHEET 
As at October 31, 1967 
LIABILITIES 
f : Increase 
Capital Section Actual Budget (Decrease) 
ee $ $ $ 
Current Liabilities 
rea eee rr Re Rel yarn erate iar ne he sens W L'a a ole Vos wigs bags 88 , 374 4,405 83, 969 
Mecownts Pa va ble le aves aden, oink MU ENS ee At eiehs oe 8 ov ost ot be 4,121 1,500 2,621 
Property Manaremient LISDIUNY. 0.5.) on ls ene weaor sells el: 2,008 2,000 8 
eect ee PI. OR we oe I Bede ee ool dae eae ene 4,079 5,000 (921) 
Unallocated Loan Insurance Refund..................0ceeeee 3,673 3,624 49 
Mortgage Instalments due within 1 Year..............0...... 2,900 2,900 — 
LOPhE COMBO PaMGUEPIINS, . oo sagan ga co cesviedade vy 105, 155 19,429 85, 726 
Long Term Liabilities 
BG AAC OC YA Oe eee A ee oo ee Chek s AN dwa wastes 40, 867 40,911 (44) 
Delerredwincome Vax Payables... t ce cde went sl anseis: 53,697 46,509 7,188 
Ag Ds ahs ha W 6 prea aOR tedden didnt teh A de a 199,719 106, 849 92,870 
Sharholder’s Equity 
Sharcs—Issued and fullyipaid. .. 2 OGL 880.99. 06 Poca cee 1,584,830 1,552, 530 32, 300 
Reséry es Statuary ats Pi. so. cs. Pete ete mes sen seddededeees 123, 683 123,683 — 
Additional reserve for doubtful Loans.................... 56, 386 56, 386 — 
CrCl, Ce RO nek OOO Oe Se ce wg 117 117 — 
Saving for-period-ended Ochs SL/GT or rere tre ie ers wwe en ess 171,007 139,395 31,612 
TOTAL SHAREHOLDER’S EIQUITY.........ccccecececoes 1,936,023 1,872,111 63,912 
ToraL LIABILITIES AND SHAREHOLDER’S EQUITY...... 2,135,742 1,978, 960 156,782 
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CO-OPERATIVE TRUST COMPANY LIMITED 


BALANCE SHEET 


As At October 31, 1967 


ASSETS 


Ages 


Guaranteed Trust Section 
$ 
Current Assets 
Fired <OpOSIESs. Site. deo os wc os 4 0c AMM So 7a oN ehaesestgeemece 1,400, 000.00 
Accrded mteréstmecervable::..'.'. wey. a i ses Ee ks 432,534.00 
Demand deposits 
SOR OE eRe he ee eA ah bed, Se ee A Me se Pe 938 , 700.00 
AL on SRE GEE clei -s ah als EEE eS cas Nora 600, 000.00 
ClO eB. ee ae. ce, te ent Che eae es 500, 000.00 
Opn BOR Ee en dot ne abr beds AK AES 2,600, 000.00 
(LGTAL COR PEMD A SSIS 6 saa swucerpeies «408 6 (904.6 6,471, 234.00 
Investments 
Shares—SiC..C.. Saeed Soe ie. s peg tue o x4 i oa New ees 300, 000.00 
Bonds and Debentures— 
@O-OPClativeibe. G42. << c ss OEM BOE- cece eecek uve 370,000.00 
NR OVOE EN T0 OT Gicah cot ia reac hi Ra ale ge aces edict Wars aisha 500,541.00 
INCLINUCTING Ue cere or, eras bial ema Meertatic eae. ert eat cca 302,309.00 
DG DOOL i245 aie eae eire tie he binere sie esata ie ote Renegte 494,174.00 
Frospretal: it Pets hOGa2, 5 ic. 55 GRR fs eens 66,054.00 
OGHCT 2. 65.00 RIOR 6 sk oo I bss eo ees 29,950.00 
2,063, 028.00 
Less: Provision for loss on redemption......... 5, 235.00 
2,057, 7938.00 
Mort ca celoansreererrr Tse eRe a Ty HEP abi bt 15, 360,015.00 
Asreement for sdled. BOW dine joss c Boel a + ricrorrrege RE 6,850.00 
"TOTADUN VESTMENTS Bass casas aukancuuseachweus 17,424, 658.00 
Tota GUARANTEED TRusT ASSETS............ 23, 895,892.00 
Famity Farm SecTion—ASSETS 
COab tials eee Si ey SE 9B. oo on va cnenteiee 7,576.00 
Demand Loan— 
Sete, LOGI D iON TUNG wi. 0s ats cnet tare ns sea ee a 142, 200.00 
ee as. Tepay mene MING ee ke Oe ee A eee 167,100.00 
Acerded interest: receivable ..discckb 2s ascee Rhu Awaeee Enna 171,038.00 
PePAUS, Ree rg or ans nt Oe RN Ro RESO 7, oR RET ORIN rons” J rc eet red 50,000.00 
MGricage 1ogns ot A ay oa Cu ated Sian Seas BS NE a 4,414, 849.00 
BOBS HG CODCHINT Chin Cruan 20 Ue ee ek os Cee ete ante 800,000.00 
Toran FAMILY FARM ASSETS........ccccecceces 5,752, 763.00 


Estate Trust and Agency 
Assets under administration.............c0ceceees 7,145, 962.00 


Budget 
$ 
1,400, 000. 00 
344” 850.00 


379,900.00 
600, 000.00 


2.500, 000.00 
5, 223, 850.00 
300, 000.00 
70,000.00 
811,000.00 
234. 734.00 
466,041.00 
31'974.00 
29/950. 00 


1, 942,999.00 
5,185.00 


1,937,814.00 


15, 217, 713.00 
6,870.00 


17, 162,397.00 
22,386, 247.00 


258.00 


142, 200.00 
773, 000.00 
171,000.00 

50. 000.00 

4, 522,142.00 


5, 658, 600.00 


Increase 
(Decrease) 


$ 


— 


87, 684.00 
559,700.00 


500,000.00 
100, 000.00 


1, 247,384.00 


300, 000.00 
(310, 459.00) 
67,575.00 
28, 133.00 
34,780.00 


120,029.00 
50.00 
119,979.00 


142,302.00 
(20.00) 


262, 261.00 
1,509, 645.00 


7,318.00 
(605, 900.00) 
38.00 
(107, 293.00) 


800,000.00 
94,163.00 
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CO-OPERATIVE TRUST COMPANY LIMITED 
BataNnce SHEET 
As At October 31, 1967 
LIABILITIES 
} Increase 
Guaranteed Trust Section Actual Budget (Decrease) 
$ $ $ 
Current Liabilities 
BR er aoys Mes as on, ete te ngs spies lal ee ens Gi aiara A o.n-enk.oo-e #% vais 1,323, 684.00 614, 325.00 709, 359.00 
Guaranteed Savings Accounts and Trust Accounts..... 2,103, 819.00 1,631,000.00 472,819.00 
C PG ecaiviow ignite year 2.24 2y 4.0 sa... daseee.®. ; 2,001, 850.00 1,670,000. 00 331,850.00 
ACEOUNTIDAVAOIGN e.g... stk Ea e tea os oss te bee dee. 4.00 — 4.00 
INCErNGM AMbClESt PAV FOIO. c. 04. tec nace cos cus orerat ae bes 708, 369.00 501,270.00 207,099.00 
WS TOOL MET ACCOUNGS mo i.6 teriek Ghee «Ss! voec oss 66 poise tee 471.00 100.00 371.00 
Toran CURRENT LIABINITIES. .. ...... oQebes soe 6, 138,197.00 4,416, 695.00 1,721, 502.00 
Long Term Liabilities 
Gil:Cus 
MON Pa Oe ONT oh ei SS  wieeee ae ainda Sek os 314, 450.00 565, 550.00 (251, 100.00) 
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Second Session—Twenty-seventh Parliament 


1967 


STANDING COMMITTEE 
ON 


FINANGE, TRADE AND ECONOMIC AFFAIRS 


Chairman: Mr. HERB GRAY 


MINUTES OF PROCEEDINGS AND EVIDENCE 
No. 11 


THURSDAY, DECEMBER 7, 1967 


RESPECTING 


ae mde pursuant to-section 92 of the Bank Act and section 80 
“of the Quebec Savings Banks Act (Bank cost of 
borrowing disclosure regulations). 


WITNESS: 
Mr. W. E. Scott, Inspector General of Banks. 


ROGER DUHAMEL, F.R.S.C. 
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1967 


27243—1 


STANDING COMMITTEE ON 
FINANCE, TRADE AND ECONOMIC AFFAIRS 
Chairman: Herb Gray 
Vice-Chairman: Mr. Gaston Clermont 


and Messrs. 


Ballard, Hees, Mackasey, 

Beaulieu, Irvine, McLean (Charlotte), 

Cameron (Nanaimo- Johnston, Monteith, 
Cowichan-The Islands), Laflamme, More (Regina City), 

Cantin, Lambert, Noel, 

Comtois, Latulippe, Tremblay (Matapédia- 

Flemming, Lind, Matane), 

Gilbert, Macdonald (Rosedale), Wahn—(24). 


Dorothy F. Ballantine, 
Clerk of the Committee. 


ORDERS OF REFERENCE 
TUESDAY, November 28, 1967. 


Ordered,—That the Regulations made pursuant to section 92 of the Bank 
Act and section 80 of the Quebec Savings Banks Act, tabled on October 12th,,. 
1967, be referred to the Standing Committee on Finance, Trade and Economic 
Affairs. 


WEDNESDAY, November 29, 1967. 


Ordered,—That the name of Mr. Hees be substituted for that of Mr. Fulton. 
on the Standing Committee on Finance, Trade and Economic Affairs. 


Attest. 
ALISTAIR FRASER, 


The Clerk of the House of Commons. 
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MINUTES OF PROCEEDINGS 


THURSDAY, December 7, 1967. 
(12) 


The Standing Committee on Finance, Trade and Economic Affairs met at 
11:10 a.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Cameron (Nanaimo-Cowichan-The Islands), 
Cantin, Clermont, Comtois, Gray, Irvine, McLean (Charlotte), Tremblay (Ma- 
tapédia-Matane)—(9). 


In attendance: Messrs. W. E. Scott, Inspector General of Banks; R. Hum- 
phrys, Superintendent of Insurance; J. W. Ryan, Director, and J. C. Pfeifer, 
Legislation Section, Department of Justice; and J. H. Perry, Executive Director, 
Canadian Bankers’ Asssociation. 


The Committee commenced consideration of the Regulations made pursuant 
to section 92 of the Bank Act and Section 80 of the Quebec Savings Banks Act 
(Bank Cost of Borrowing Disclosure). 


The Chairman stated that he had instructed the Clerk to get in touch 
with certain organizations to inform them that this subject was under study 
and to inquire whether they were interested in making representations to the 
Committee. No definite replies had yet been received. 


Mr. Scott explained the Regulations section by section and was questioned. 
At 12:22 p.m. the Committee adjourned to the call of the Chair. 


Dorothy F. Ballantine, 
Clerk of the Committee. 


11—5 


a 5 
Pet ao 
| 2ovlasao JOA es 
j ' os : ie : 


. 
VGGL TY tds nsost racedunT ie | 
¢ t) ; - ly —s 
_. rf’. . 
js joo atisfhA oisnacood aereon aber 


= 


adnakal heal sepsisigza)- OS mies pee ena — sm 
-9M} valde ed . (9ttoftadtD } i :oIoM ethyl. NeTD alot oh cof a 


a 


bs | , ae O98 sales 


-~wuiHl Ho yefaed to ieteneD ° iolsediint Hos? ica Ww axes. suas ‘seas Dg 


‘otielt .D .t bas solvoril geyll .W .L sone wenl to tnobas siege & 

Wotorud svitisera UTIs s1 a brits : sobaut to Bras Toe tsqatl it i ; 
Ba A i — Hoitsis sagen, eee 

ss Cae prety a y 

tnsuatug abet antoitsiiress od? to rtotterebiertos beoneensaco ‘eoldieeeer ¢ da 


ar 

: 

S.J pat te ost a - ~ 
JsA wins zetived soda 9 


2 & 


dt 6 08 roitoed bas tA Huse qi ' 
(ote ateaitt ‘Sah worTot | 


doe? ot jog of ar9ID ud bs jorsient bed orf : ted? betes eemisd 
ynuie toban eaw tJosiduz + dis i} mods orotat of enolissitiveto 4 rake shes tis 7 


adt of ertottsto IBS 1GS7 sete eel srt ancien to zw vodt wrisdy ont ani , 
SRST s 


bevisoxrt mead tay bed asilqot olidheh off .9¢ 
: and) 


: ee See reese sites $45 3 
ostoitesnp as nts mort: ae vd HOW 233 anoitelvgat edi bonnie ion Ca * 


‘iiss oft of bermoibs sedticumeD ods. i Sf: 


i = ees a f 7 
7 7 


a 
~~ 
ee 
Les 
=5 
~ 
— 
pet 
beet 

F 
t 
@ 
—s 


EVIDENCE 


(Recorded by Electronic Apparatus) 


Thursday, December 7, 1967. 
e (11:12 a.m.) 


The Chairman: Gentlemen, I would like to 
begin our meeting. At this stage, of course, it 
will be on an unofficial basis with the usual 
reservations. The order of business to-day is 
to begin a study of the regulations made 
under the Bank Act and the Quebec Savings 
Banks Act and the Bank Cost of Borrowing 
Disclosure. Our initial witness this morning is 
Mr. W. E. Scott, Inspector General of Banks, 
and the purpose of having him here, support- 
ed by Mr. Humphrys, Superintendent of In- 
surance, is to have them review with us the 
regulations to explain to us the intent of each 
of the parts of these regulations and the aims 
that the Governor in Council had in mind in 
hopefully carrying out the intentions of Par- 
liament as expressed in the Bank Act. Before 
calling upon Mr. Scott, I think I should 
report to the Committee that I asked our 
Clerk to get in touch unofficially with a num- 
ber of different bodies who I thought might 
be interested in expressing views on these 
regulations, and I should report the progress 
in this regard. I have a report here from 
Miss Ballantine, our Clerk. She says: 


After your telephone call of November 
29th, I got in touch with the undermen- 
tioned organizations to find out if they 
were interested in submitting a brief or 
appearing before the Committee when it 
studies the above-mentioned subject; 


Consumers Association of Canada 
Canadian Labour Congress 
Canadian Manufacturers Association 
Retail Council of Canada 


Retail Merchants Association of 
Canada 

Canadian Chamber of Commerce 

Trust Companies Association of 
Canada 


Canadian Bankers Association 


Federated Council of Sales 
Companies 


Canadian Consumer Loan Association 


Finance 


I also suggested that she contact on the 
same basis the Confederation of National 
Trade Unions, La Confederation des Syn- 
dicats nationaux, because as you know they 
have a program of consumer education with 
respect to borrowing. I also asked that she 
contact on the same basis the central organi- 
zation of credit unions. 


Mr. Clermont: Mr. Chairman, do you have 
the Canadian Federation of Agriculture on 
your list? 


The Chairman: I was going to go on to say 
that this is an initial list and that I was going 
to invite comments from the Committee as to 
other groups who might be contacted unoffi- 
cially to see if they want to appear. Natural- 
ly, it is open to any individual or group other 
than those whom I have mentioned here to 
signify to us their interest in presenting their 
views and I will say this now. I was going to 
suggest to the Committee that rather than 
have a closing date for briefs, we take the 
people as they get ready and so on, because I 
do not think there is any immediate urgency 
in reporting back on these regulations and it 
may be that other business will come up in 
the meantime. And it may be since our meet- 
ings are quite well covered by the press, that 
if they see fit to report our proceedings they 
must want to indicate that other individuals 
or groups who have views on these regula- 
tions are quite welcome to signify to us that 
they wish to express their opinions. I would 
like to go on with the report of our Clerk: 


Most of the individuals I contacted at 
these organizations said they would get 
in touch with me after they have 
checked with committees or boards of 
their organization, and I have had no 
definite replies except from the 
following: 


The Trust Companies Association apparently 

feel that they have no particular comments 
but appreciate having been given an 
opportunity to consider making a 
submission. 
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The Canadian Bankers’ Association I 
understand 
Wish to make a submission but most of 
the banks’ annual meetings are in 
December and January so it is difficult 
for them... 


to discuss dates at this point. Mr. Perry, 
Executive Director of the Canadian Bankers 
Association, indicated he would be attending 
the meeting as one of the spectators. In fact, 
he is here now and I see in the spectators’ 
section a representative group of people who 
look like bankers, not to mention some other 
officials. I do not want any inferences taken 
one way or the other from what I have said. 
They will be in a position to consult amongst 
themselves as to when they will be in a 
position to submit a brief. 


Consumers Association of Canada: 
They are interested and will probably be 
submitting a brief. 


And this concludes the report of our Clerk, 
Miss Ballantine. 


Before calling on Mr. Scott, perhaps the 
members of the Committee may have some 
comments on the initial steps I have taken to 
make sure that those who may be interested 
in presenting views are aware of our Pro- 
ceedings. Are there additional names to sug- 
gest that we may want to contact unofficial- 
ly? I think that Mr. Clermont made an excel- 
lent suggestion in naming the Canadian Fed- 
eration of Agriculture and also the Union 
Catholique des cultivateurs. Do you think 
they would have an interest? 


but the U.C.C. is a 
Canadian Federation of 


Mr. Clermont: Yes, 
member of the 
Agriculture. 


The Chairman: Of course. That is right. 
They would be represented. 


Mr. Clermont: What about the organization 
in Quebec that we call C.S.N.? 


The Chairman: I have already taken steps. 
But we might also ask Miss Ballantine to 
make sure that the National Farmers’ Union 
are aware of this. And, of course, I stress 
that this is merely to make sure _ that 
representative interest groups are aware of 
our hearings. But any individual or group is 
entitled to signify it would like to appear and 
we will consider all requests. 

I take it that it is understood by the Com- 
mittee that pursuant to our usual practice we 
will ask that written briefs be submitted in 
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advance in sufficient time to permit us to 
study them before the people appear. 


Are there other suggestions or comments 
about arrangements for witnesses outside of 
the government sector at this point? If not, I 
will call upon Mr. Scott. We all have copies, 
in both French and English, of the regula- 
tions. Perhaps, Mr. Scott, you might begin 
and review these regulations with us. 


Mr. W. E. Scott (Inspector General of 
Banks, Department of Finance): Thank you, 
Mr. Chairman. These regulations are pursu- 
ant to section 92 of the Bank Act and section 
80 of the Quebec Savings Banks Act. To a 
degree, those sections themselves contain 
provisions for the disclosure of cost of bor- 
rowing and in addition... 


The Chairman: Excuse me, if I may inter- 
rupt. We are now in a position to proceed 
officially and therefore it will be possible to 
incorporate what has gone before into our 
official record. Will you continue, Mr. Scott? 


Mr. Scoti: The area within which the Min- 
ister was.given power to issue regulations 
was laid down in subsection 4 of section 92, 
and in subsection 4 also of section 80 of the 
Quebec Savings Banks Act. In the case of the 
banks, these regulations obviously apply to a 
very wide range of borrowings, and as you 
will see, the regulations are broken down 
into sections where these credits are grouped 
broadly by type. The first grouping refers to 
borrowings where the repayment will be in 
fixed amounts at fixed dates. This group was 
segregated because it was a group for which 
it would be possible to ask banks to disclose 
dollar and cents cost as well as percentage 
cost of borrowing. Sections 3 to 8 of the 
regulations provide for the method of disclo- 
sure for that type of loan. Subsection 3 was 
intended to make it clear that if a bank 
negotiated a credit with a customer before a 
loan actually was made under the credit, 
disclosure would be made at the earlier date, 
the date at which the credit had been set up. 


e (11:20 a.m.) 


Section 4 (1) simplifies the calculation to 
this degree, that all months are regarded as 
of equal length under the method of calcula- 
tion so that it does not matter whether Feb- 
ruary has 28 days and another month has 
31 days. 

Mr. Clermont: Mr. Chairman, are we to 
pose our questions only at the end of the 
explanation or as each section is explained? 


The Chairman: We will follow the proce- 
dure the Committee thinks most convenient. 
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Would you prefer an over-all bird’s eye look 
at the regulations and then return to 
individual sections or would you prefer to 
have questions on each section as we go 
along? I think that since Mr. Scott is dealing 
with it, in effect, section by section perhaps 
once we hear his initial remarks on an 
individual section, if you have a question you 
may as well ask it while it is fresh in your 
mind. 


Mr. Clermont: 
guidance. 


I am asking for your 


The Chairman: Yes. I think we may as 
well have questions on individual sections, if 
this meets the wishes of the Committee. Do 
you have a question, Mr. Clermont? 


[Translation] 


Mr. Clermont: Mr. Scott, in subsection (1) 
of section 4, one-twelfth of the nominal 
annual percentage rate is mentioned. When it 
is a question of a loan granted to in- 
dividuals... 


The Chairman: Please continue. 


Mr. Clermont: Are you listening to the 
simultaneous translation Mr. Scott? 


Mr. Scoit: Yes. 


Mr. Clermont: My question bears on sub- 
section (1) of section 4 where we may read: 


“The rate applied to each repayment 
period shall be one-twelfth of the nomi- 
nal annual percentage rate.” 


When a loan whose repayment stretches 
over a three year period is granted to 
individuals, is the interest rate based on a 
period of 12 months or 36 months? This is 
what I mean... 


[English] 


Mr. Scott: Subsection 4(1) does not deal 
with the period of the loan but simply how 
the annual interest rate will be divided for 
the purpose of applying month by month. 
For example, if the nominal annual percent- 
age rate was 12, then the monthly rate used 
would be 1 per cent. 


[Translation | 


Mr. Clermont: Yes, but you speak of a case 
where the interest rate is 12 per cent. Is the 
12 per cent based on the total amount? 


If an individual comes to a bank in order 
to obtain a loan, say, of $1,000 repayable 
over 36 months, will the interest rate be 
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taken on the $1,000 for 36 months and then 
divided by 1/12? 


[English] 


Mr. Scott: The interest rate is applied, at 
the end of each repayment period, on the 
amount outstanding and not repaid at that 
date. This is provided in later subsection of 
section 4, so that if a loan was being repaid 
by instalments, on the example of a 12 per 
cent nominal annual rate, 1 per cent would 
be applied to the amount outstanding in the 
first month. If that amount were less in the 
second month, 1 per cent would be applied to 
the lesser amount. 


[Translation] 


Mr. Clermont: If after one year the 
borrower no longer owes $1,000 if he owes 
$1,000 minus payments, is the interest rate 
charged on the $1,000 for 36 months? 


[English] 
Mr. Scotti: It is charged on the lesser 
amount which is outstanding at the date the 


interest is calculated. 


[Translation] 


Mr. Clermoni: 
loan is made? 


[English] 

Mr. Scotti: The borrower is told when the 
loan is made what the loan will cost, but in 
the calculation interest is worked out each 
month on the amount he owes at that time, 
not on the original and larger amount. 


Is it calculated when the 


[Translation | 


Mr. Clermont: I understand this perfectly, 
Mr. Scott, but I want you to assure me that 
the borrower who requests a loan of $1,000 
repayable over 36 months, does not pay 12 
per cent on the $1,000 borrowed for 36 
months but only on the sum that he still 
owes, say, after one year. I would like you to 
tell me, for instance, if the rates of the loan 
for the following year will be calculated on 
$600 only, and not on the $1,000. 


[English] 
Mr. Scott: What you have said 
right. That is the way it works. 


is quite 


Mr. Clermont: Thank you. 


The Chairman: Are there further questions 
at this stage? 


Mr. Scott: Subsection (2) of section 4 is a 
simplification designed to deal with the situa- 
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tion of borrowers who might come in at an 
odd date in the month and arrange a loan 
but who, because of the date their wage or 
salary was being paid, would prefer to have 
some other date as the date they would pay 
principal and interest. This provides, at the 
borrower’s choice, for him to select that date 
and if he selects a date within the range of 
15 days to 45 days, the first period is treated 
as a month whether it is 15 days or 45 days 
but this cannot be selected against the bor- 
rower. He has to indicate that this is the 
arrangement he wishes. If he wishes that, 
then it is regarded as even months from the 
point of view of calculating interest. This 
permits banks to issue budget books or 
schedule books regardless of the odd date at 
which *the "transaction ImMrght frst =” be 
arranged. Are there any questions? 


The Chairman; I think you may continue. 


Mr. Scott: Section 5 is to deal with the 
type of transaction where repayments are 
regular but not monthly—for example, week- 
ly or quarterly—and that simply says that as 
provided in section 4 (1) it is that fraction of 
the annual rate which the payment period is 
of one year. It would be one quarter of the 
annual rate if it were a quarterly basis of 
repayment. 


Section 6 simply indicates the timing of the 
payments; that is, they are made as at the 
end of periods, not at the beginning of 
periods. 


Section 7 indicates that the first application 
shall be to pay the cost of borrowing, that is, 
the interest in general, applicable to the peri- 
od and then any payment above that amount 
is applied to reduce the principal owing on 
the loan. 

Section 8 indicates the kind of loan in 
which the bank shall indicate the dollar and 
cents cost as well as the nominal annual 
percentage rate, and it is for loans where the 
term does not exceed five years. It was felt 
that the dollar and cents disclosure becomes 
rather meaningless if it is a very long-term 
mortgage loan for 30 years. It is very diffi- 
cult. By that time the interest is more than 
the original loan by quite a bit. Five years 
was thought to cover the typical transaction 
under a personal loan plan or other arrange- 
ment of that kind. 


e (11:30 a.m.) 
[Translation] 


Mr. Clermont: Mr. Chairman, section 8 
concerns individuals who request a loan for a 
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period of two or three years. In what manner 
do we inform them of the cost of their loan? 
Is it at the very moment that the note is 
signed or do we. give them _ verbal 
explanations?’ 


If someone requests a loan of $1,000 and 
the loan plus the interest adds up to $1,200, 
do we tell him that the cost of a loan for a 
period of “X” years is $200? 


[English] 

Mr. Scoti: In the example you have used 
the total charges of $200 would be disclosed 
to the borrower and also the rate as a nomi- 
nal annual percentage rate which that $200 
was of the amount of his loan. Incidentally, 
the method of disclosure is covered in these 
regulations under section 11. 


Mr. McLean (Charlotte): Mr. Chairman, 
does it say in section 9 in respect of a 
demand loan that disclosure must be for the 
period of a year? 


Mr. Scott: Section 9 deals with what is 
called variable types of loans, of which the 
demand loan is one, and the effect of that 
section is to require the bank to disclose the 
percentage rate of charge, not the dollar and 
cents amount, because in advance that dollar 
and cents amount would not be ascertainable 
or calculable since we do not know when the 
borrower will decide to repay the loan—it 
might be in a week, six months or a year. 


Mr. McLean (Charlotie): I am talking about 
the bank. Can the bank change the rate? If a 
man goes in and borrows $100,000 at 6 per 
cent can the bank raise the rate on that loan 
from the original 6 to 6.5 per cent? 


Mr. Scott: This would depend on the 
nature of the borrowing contract. If it were a 
loan for a specified period of time with an 
interest rate written into the note then it is 
my understanding that that rate could not be 
changed within that period of time. If it is a 
demand loan with no period of time specified 
and with the borrower free to repay at any 
time or the bank free to call for repayment 
at any time, then it is my understanding that 
the bank asks the borrower to agree to the 
higher rate of interest if it wishes to charge 
one, but if the borrower does not wish to pay 
it he of course has the option of paying off 
the loan and going somewhere else. 


Mr. McLean (Charlotte): Demand loans are 
generally of the latter type and they can pay 
them off, increase them and so on but they 
do not know when taking a demand loan for 
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any length of time whether or not the cost is 
going to go up. 


Mr. Scott: That is right. 


Mr. McLean (Charlotte): Under this legisla- 
tion the borrower would not be protected. 
His charges on a loan of a half million dol- 
lars, borrowed at 6 per cent, might be 
increased to 7 per cent and this might make 
all the difference in the world. 


Mr. Scoti: But if he refuses to agree to the 
7 per cent rate his relief is to pay off because 
in a demand loan this is an original condition 
of the borrowing. 


Mr. McLean (Charlotte): What benefit 
would that be to him when the banks raise 
all the rates at the same time? 


[Translation] 


Mr. Clermont: It is question of a choice 
which is more or less real, Mr. Scott, when 
you say that if the borrower refuses to pay 
the higher rate, he may pay the loan and 
refuse to pay the higher interest rate. It is a 
choice which exists more or less in closed 
circuit. 


[English] 

Mr. Scott: Of course the purpose of these 
regulations was not to fix interest rates, it 
was to require disclosure of what the rate 
was on the borrowing that he had arranged. 
I suppose if one does not want to be exposed 
to the risk on a demand loan one tries to 
negotiate a loan for a period within which he 
expects to be able to repay. 


Mr. McLean (Charlotte): I would think it 
would be a term loan then and not a demand 
loan. 


Mr. Scoti: That would become a term loan, 
that is right. 


Mr. Clermont: Mr. Scott, since the new 
regulations have come into force have the 
banks, in your experience, taken the oppor- 
tunity to raise their rate of interest on loans 
to the top level of 7.25 per cent or was there 
a gradual escalation? 


Mr. Scott: I think it was gradual but bank- 
ers themselves could answer this better than 
I. I know there are still many borrowers who 
are paying less than 7.25 per cent, but there 
has been a general rise as interest rates in 
the market and elsewhere have gone up. 


Mr. Clermont: Mr. Chairman, Mr. Scott has 
indicated that one of the representatives of 


Finance, Trade and Economic Affairs 


211 


the Canadian Bankers Association would 
reply to my question. 


The Chairman: Actually our schedule of 
witnesses today only involves Mr. Scott and 
government officials for the purpose of mak- 
ing sure we had an over all understanding of 
the intent of the regulations. 


Mr. Clermont: Thank you. 


The Chairman: We will have an undivided 
opportunity to hear from the bankers a little 
later on and perhaps we might store up our 
questions until that time. 


Mr. Clermont: Yesterday one of my col- 
leagues received a letter from a borrower 
stating that his banker requested 17.25 per 
cent, the reason given being the devaluation 
of the pound sterling. Maybe the bankers can 
take that as notice and comment on it when 
they appear before us. 


The Chairman: Yes. 


Mr. Wahn: Apparently I am not moving as 
fast as the rest of the Committee but I would 
like to ask Mr. Scott what the purpose is of 
section 7. 


Mr. Scott: It is to make clear the timing 
within the over-all period of repayment on a 
loan which was being paid by instal- 
ments—when the interest calculation should 
be made and the order of precedence 
between the interest component of a payment 
and the principal component. The first thing 
is to take the interest and then if the pay- 
ment is in excess of interest to reduce the 
principal at the end of the period. 


Mr. Wahn: Is there any particular reason 
for that particular allocation? I believe the 
ordinary rule of law is that the payor has the 
right to allocate a payment in such way as he 
sees fit. If he fails to allocate it then I think 
the payee can allocate it. Could you tell us 
why this is so? 


Mr. Scott: If that flexibility existed in 
regard to these provisions then a bank would 
not be able to tell a borrower in advance 
what his cost of borrowing would be because 
if he exercised that right at times throughout 
the period of the loan it would affect the cost 
and rate of cost on the loan. 


Mr. Wahn: Whether the payment was 
applied against interest or in reduction of the 
principal, would it have an effect on the cost 
of the loan? 
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Mr. Scott: Yes, I believe it would. 


Mr. Wahn: Perhaps it is just a question of 
drafting but in that same clause it says: 


Any repayment shall be applied 
first to pay to the cost of borrowing 
applicable to the repayment period ... 


What repayment period would that be? 


Mr. Scott: The simplest example would be 
a month. If a $1000 loan was being repaid 
month by month and if the interest at the 
end of the first month was $50 and the pay- 
ment was $100, the cost of borrowing in the 
amount of $50 would be taken off and the 
remaining $50 would be used to reduce the 
unpaid balance for the second repayment 
month to $950. 


e (11:40 a.m.) 


Mr. Wahn: Is the wording sufficiently clear 
that any repayment shall be applied, first, to 
pay the cost of borrowing applicable to the 
repayment period? The regulation does not 
say what repayment period. 


You have a loan with a number of repay- 
ment periods. Let us suppose the time of 
repayment is at the end of each month. If a 
repayment were made on January 31, does 
this mean that the amount is applied against 
the interest cost in January? 


Mr. Scott: Yes. 
Mr. Wahn: It does not say that. 


Mr. Scott: That certainly is the intent. We 
have had no difficulty over this interpretation. 


Mr. Wahn: In section 8 is there any par- 
ticular significance in the five-year period? Is 
that statutory ?— 


Mr. Scott: It is somewhat arbitrary, I sup- 
pose. It was intended to be long enough to 
include the type of loan made under banks’ 
personal loan plan but not so long as to get 
into the traditional long-term mortgage field. 
I just thought that five years would accom- 
plish that purpose. 


Mr. Wahn: Section 9 requires the bank to 
make disclosure of interest rates on a hypo- 
thetical basis in a sense; that is, on the 
hypothesis that there will be no repayment 
for a year. 


Mr. Scoit: On the ordinary type of promis- 
sory note borrowing where a rate of interest 
is written right into the note, the method 
outlined here would work back to a figure 
the same as in the note itself. 
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Mr. Wahn: If, in fact, a repayment were 
made within the year, is there any difficulty 
in converting the hypothetical rate to the 
actual rate, because the regulations do not 
specify how any such conversion is to be 
made. 


Mr. Scott: The rate on that particular note 
for the period it was outstanding would be 
the one disclosed. If the borrower wanted an 
extension, then there would be another note 
drawn and a second disclosure. 


Mr. Wahn: Suppose a man borrows a thou- 
sand dollars payable on demand and suppose 
the effective rate is 12 per cent, to take an 
easy figure, and he repays half the loan at 
the end of six months, the hypothetical rate 
is 12 per cent. How does the bank apply the 
hypothetical rate to the actual fact? On a 
monthly basis, or on a daily basis or what? 


Mr. Scott: For the exact period for which 
the amcunt was outstanding; his account 
would be charged with the interest for that 
period. 


Mr. 
lands): 
loans. 


Mr. Scott: Yes, but in the case of the 
demand or other variable type of loan, the 
disclosure is confined to disclosing a percent- 
age rate, not a cost in dollars and cents. 


(Nanaimo-Cowichan-The Is- 
is no disclosure on demand 


Cameron 
There 


Mr. Wahn: As a matter of interest, how 
would it be calculated in the case that I have 
given. Would it be taken as the one half year 
or would it be taken as so many days? 


Mr. Scott: Subject to correction by the 
bankers, I think so many days, the number 
of days for which the borrowing was out- 
standing, unless the note itself provided 
otherwise. 


Mr. Wahn: That is ali, Mr. Chairman. 


The Chairman: Do you have any further 
questions at this point, gentlemen? If not, I 
will ask Mr. Comtois. 


[Translation ] 


Mr. Comtois: I would like to ask an addi- 
tional question, Mr. Scott. In section 9, there 
is nothing which prevents the banks from 
increasing their rates during the year and 
having a new note signed. 


[English] 
Mr. Scott: As I mentioned in answer to the 


earlier question, if the borrowing was for a 
period of time—30 days, 60 days or longer— 
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then the bank would have no right to change 
the rate during that period. If the loan were 
demand, which gives both borrower and 
lender the right to cancel the arrangement, 
then the bank would be in a position to ask 
for an increase in rate and, if the borrower 
did not agree, to ask for repayment of the 
loan. 


Mr. Comtois: Thank you. 


Mr. Scott: We have now dealt, I think, 
with the second area of loans that are 
referred to at the beginning where the 
arrangements are not fixed or determinable 
enough to permit the disclosure of a dollar 
and cents cost. The third kind of loan is, I 
think, really a minor part of the total and it 
is provided for in section 10 (c). Apparently 
there are occasions when customers approach 
a bank, indicate that they have some type of 
transaction afoot and, if it works out with a 
certain timing, they may not require assist- 
ance from the bank but, on the other hand, if 
there were any delay in a payment being 
received, for example, they might need 
financing for one, two, three or a longer 
period of days. 


For that type of situation it is customary 
for a bank, if it agrees that it is a desirable 
loan, to arrange with the borrower to cover 
him but the work involved, in the opinion of 
the bank, justifies a fixed charge regardless 
of whether it is for one day or three days or 
a week. For that type of transaction they tell 
the borrower that his cost will be so many 
dollars. In advance it would be impossible to 
convert that dollar cost to a nominal annual 
percentage rate because the _ period is 
unknown. 


It might be that he would not draw the 
amount at all or he might draw it for a 
longer period than he had indicated so that 
we have provided in section 10 (c) for the 
bank to make a minimum charge, not 
exceeding five dollars, and if it does so and 
discloses the amount of that charge to the 
borrower in dollars and cents, the bank is 
relieved of the responsibility for making a 
percentage calculation. 


Mr. Wahn: Would that additional five dol- 
lar charge be applied to any loan? 


Mr. Scott: Not a loan in which there was 
provision for interest or other charges. It is 
where the cost of borrowing consists only of 
the fixed minimum charge. If a bank were 
specifying interest, it could not use this sec- 
tion 10 (c) provision. 
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Mr. Wahn: What is the significance of the 
word “minimum” in there then? That is the 
thing that puzzles me. 


a loan or advance where the cost of 
borrowing consists only of a fixed mini- 
mum charge 


It could not be more than five dollars? 


Mr. Scott: That is right. The word “mini- 
mum” was intended to provide that even 
though the borrowing were outstanding for 
one day as against a week that he might 
have asked to be covered for, he would still 
pay the amount not exceeding five dollars 
which had been agreed to. 


The Chairman: The sum of five dollars is 
not a daily charge, is it? 


Mr. Scott: No, once and for all. It is the 
total charges on that transaction. 

Now the remainder of section 10 is con- 
cerned with special cases where, under the 
power given to the Minister in section 92, 
subsection 4, it was felt that special disclo- 
sure under this section should not be 
required. The first of those (a) is to eliminate 
transactions exceeding $25,000. The overrid- 
ing intent of section 92 was to provide infor- 
mation to borrowers who might not be 
knowledgeable about percentages and 
amounts of charges to make sure that they 
understood the commitment they were enter- 
ing into. It was felt that on the larger loans— 
these would not likely be, for example, of the 
consumer type—the borrower did not need 
the type of disclosure provided for in this 
subsection. Subsections (a) and (b), incident- 
ally, both refer to the $25,000 limit, one where 
it is done under a credit and the other where 
the loan is made otherwise than under a 
credit. We have dealt with subsection (c). 
Subsection (d) deals with the situation of 
overdrafts. If a borrowing took place by 
way of overdraft and where the borrower 
had arranged with the bank earlier that he 
would be permitted to borrow by way of 
overdraft, then the bank would be required 
to disclose the cost of borrowing under pre- 
sumably section 9, just as if it were an ordi- 
nary loan. But if the overdraft occurs by the 
customer of the bank simply issuing a cheque 
against his deposit account without prior 
arrangement with the bank, it was felt that 
if we required prior disclosure to such a 
borrower, it would put the bank in the posi- 
tion of having to refuse to cash the cheque 
and of embarrassing the customer. So if a 
borrower is granted a loan by a bank by a 
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non pre-arranged overdraft, the bank is 
relieved of the responsibility of notifying the 
customer of the cost of borrowing in 
advance. 


The Chairman: How do you distinguish 
between the non pre-arranged overdraft, 
which is referred to in section 10 (d), and the 
provisions of section 9? There appears to be 
no wording in section 10 (d) limiting the 
exception to non pre-arranged overdrafts. I 
do not quarrel personally with the intent. 


Mr. Scott: The intent of section 9 in refer- 
ring to granting to a person a credit would 
be that if a bank authorized an overdraft, 
that is granting a credit. That was our 
understanding. 


The Chairman: But you say that in spite of 
the rather unequivocal wording of section 
10(d), if the bank in advance says, “we are 
going to handle this by way of overdraft’, 
then section 9 would apply. 


Mr. Sccit: Yes. 


The Chairman: I think it is a fact, though 
that overdrafts are not used as frequently for 
pre-arranged loans as they were some years 
ago. 


Mr. Scott: I think that has been the trend. 


Mr. McLean (Charlotte): Mr. Chairman, 
an overdraft is often prepared without the 
knowledge of the drawer of the cheque. If 
the deposits do not get there on time there 
would be overdrafts. I do not see how you 
can pre-arrange anything on that account. 


Mr. Scott: But this is the sort of situation 
that it was intended to guard against. 


Subsection (e) is to cover the situation on 
certain kinds of mortgage loans. I might just 
read the words of section 6 of the Interest 
Act in part. The statements which is referred 
to in section 10 (e) is 


...a Statement showing the amount of 
such principal money and the rate of 
interest chargeable thereon, calculated 
yearly or half yearly, not in advance. 


It was felt that there would be confusion if 
the borrower as part of the mortgage con- 
tract were furnished with that rate and then 
were required to be given a rate calculated 
in accordance with the provisions of this 
section, which might differ a little because of 
the methods prescribed here for the calcula- 
tion. Seven per cent, for example, might be 
in the mortgage and the cost of. borrowing 
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calculated as provided might work out at 
6-7/8 or 7-1/8. The borrower would be some- 
what confused. It was felt that if he were 
already being given a disclosure pursuant to 
the Interest Act, that would be sufficient. 
Subsection (f) is somewhat the same kind 
of problem. It was discovered in working on 
this matter that there are various acts of 
Parliament and of the provincial legislatures 
which, particularly in the case of guaranteed 
loans, have prescribed a certain maximum 
rate of interest. The method for the kind of 
rate of interest varies from act to act; there 
is not a common description. Again it was 
felt that the disclosure of the rate required 
by the Act, or a lesser rate if the maximum 
were not being charged, would be sufficient, 
rather than again risk the confusion of dis- 
closing two rates of interest to the borrower. 


e (11:50 a.m.) 


[Translation] 


Mr. Clermont: Does subsection (f) bear upon 
loans to small industries and loans for the 
purchase of agricultural equipment or 
machinery? 


[English] 
Mr. Scoit: Yes, those would be examples of 


legislation where a maximum sate is 
prescribed. 


Subsection (g). Ordinarily I understand a 
letter of credit issued to a customer of a bank 
is not expected to lead to a loan. It is assur- 
ance to the shipper of goods that the money 
will be available when the goods are 
received. Normally the purchaser would 
make arrangements to have money in his 
deposit account to make payment at the 
appropriate date, but there might be a case 
where the customer did not have the money 
available and would need to borrow from the 
bank. It would be difficult for the bank to 
disclose the cost at the time the letter of 
credit was arranged. It would be possible to 
disclose to the borrower at the time he actu- 
ally had to arrange a borrowing. So that this 
is intended to defer the disclosure of cost of 
borrowing to the time, perhaps the unlikely 
event, that a borrowing actually would take 
place, and not to require it at the time of 
issue of a letter of credit. I suppose the effect 
of this really is to say that a letter of credit 
itself is not the extension of a credit. 


Mr. McLean (Charlotte): Mr. Chairman, are 
there not two kinds of letters of credit—one 
covering the purchase of goods, and the other 
covering, say, a gentleman travelling around 
and drawing from time to time? 
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Mr. Scott: I believe that is so. 


Mr. Wahn: Mr. Chairman, did I under- 
stand Mr. Scott to say that the purpose of 
this subsection was merely to defer disclo- 
sure until such time as a loan or advance 
was actually made, pursuant to a letter of 
credit? 


Mr. Scott: Yes. 


Mr. Wahn: Where is that intent stated in 
this section, Mr. Scott? Does this not exempt 
any loan or advance made pursuant to a 
letter of credit, even if, in fact...let me put 
it this way. Let us assume that the letter of 
credit is issued—and I agree that it might 
well be that it might never be used—but if it 
were used and a loan or advance were made, 
presumably that would be a loan or advance 
made pursuant to the letter of credit within 
the meaning of this language. At the time 
that the loan or advance is actually made, 
where is the provision in the regulations for 
the disclosure at that point of time? 


Mr. Scott; The intent of these words was 
that the letter of credit issued would not 
contain any provision about a loan. As I 
understand it, it is an assurance by the pur- 
chaser to the seller of the goods, or the ship- 
per of the goods, that payment will be avail- 
able. My understanding of the intent of these 
words is that the issuance of that type of 
assurance was not in itself to be construed as 
a credit or a loan, but that it was not intend- 
ed to eliminate the need for disclosure if the 
person to whom the letter of credit was 
issued at a later date came to the bank and 
said: “I find that I am going to need a loan 
in order to meet this payment.” 


Mr. Wahn: I merely wonder whether the 
wording is apt to carry out that intent, 
because I think it might be argued that in 
the circumstances which you have just men- 
tioned the loan or advance made at that later 
date by the bank had been made pursuant to 
the letter of credit. 


Mr. Scott: But not pursuant to any provi- 
sion in the letter of credit. I would not want 
to argue with you over the meaning of the 
word “pursuant”’. 


Mr. Wahn: To me the wording does not 
carry out the intent that you have described, 
Mr. Scott. 


The Chairman: I presume that it is con- 
templated that these regulations .may be 
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amended from time to time as experience is 
accumulated with their administration. 


Mr. Scoit: The Minister has that power. 


@ (12 noon) 


The Chairman: Yes. Comments of this type 
I trust will be taken into account. Now, per- 
haps you can move along to subsection (h). 


Mr. Scott: Subsection (h) is to deal with 
the type of transaction in which a customer 
of the bank discounts or sells to the bank an 
instrument payable by someone else. It might 
be a merchant who has sold goods and was 
given a draft or other negotiable instrument 
due in X days and the merchant needing the 
cash goes to the bank and sells that instru- 
ment to the bank. This type of payment by 
the bank is not regarded as a loan to that 
customer. If the instrument were not paid at 
maturity by the first party and the customer 
of the bank had to negotiate a loan in order 
to pay the bank then of course that loan 
would be subject to the normal disclosure 
provisions. 


[Translation] 

Mr. Clermont: Tell me, Mr. Scott, why 
there is a distinction between the two kinds 
of loans? In effect, if a client negotiates a 
note which was given him at the time of the 
sale of merchandise, he is giving an addition- 
al guarantee to the bank, in most cases. Why 
then would the interest rates not be declared 
in reference to those notes? Why do we 
maintain a distinction? 


[English] 
Mr. Scott: I am sorry, Mr. Clermont, but 


something seems to have gone wrong with 
our equipment. 


Mr. Clermont: I will ask my question in 
English. Why do you make a distinction in 10 
(h) Gi) between a note signed by a borrower 
and a note given by a borrower but signed 
by somebody else on the sale of goods when 
in most cases if a borrower gives a note that 
was given to him it will bring to the bank 
an actual security? 


Mr. Scoti: That was restricted to notes 
signed by other than the person discounting 
it at the bank so there would not be an 
opening there to avoid making disclosures. If 
I went to the bank with my own note and 
discounted it then of course I am the borrow- 
er and I should get the normal disclosure of 
charges—the cost of borrowing—whereas if I 
take in someone else’s note he is really the 
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borrower and I am selling an asset of mine, 
and it was felt that there did not need to be 
disclosure to me because I am not the 
borrower. 


Mr. Clermont: From your explanation, the 
second borrower does not need an 
explanation. 


Mr. Scotti: No. 


Mr. Clermont: It is his hard luck if he has 
no money when he buys the goods. 


Mr. Scott: He is not regarded as a borrow- 
er for the purpose of these provisions but as 
someone disposing of an asset. 


Mr. Wahn: Mr. Chairman, in the case 
where you discount someone else’s note does 
it make any difference whether or not the 
bank has recourse against the discounter? 
What he really is doing, in effect, is giving 
security. I do not see any distinction made 
here between a case where the bank has 
recourse and where it has not. I agree that if 
the bank buys the note signed by a third 
person outright and without recourse then 
there is no borrowing, it is a purchase and 
sales transaction. However, as the bank has 
recourse in the ordinary case when you turn 
over notes given by someone else or, refer- 
ring to (ii) of 10th) any other instrument- 
—share certificates or anything at all—in 
effect the bank is making a loan to the dis- 
counter and taking security, and it seems odd 
that this would be accepted. 


Mr. Scott: I would agree that as worded 
the matter of recourse is not dealt with 
specifically. I would not want to express an 
opinion whether a situation in which there 
were recourse would make it fall under, say, 
section 9, and that it was then a credit being 
granted to that man in the event that he 
needed it—that is, if there were non-payment 
of the instrument. 


Mr. Wahn: My guess would be, and it 
would be only a guess, that unless you pro- 
vide specifically that there are no exceptions 
where a bank has recourse under this sub- 
section the transaction would be exempted 
even though the bank in fact has recourse, 
and that may be reasonable enough. But I 
think it is quite clear that in substance 
where a bank has recourse it is in effect and 
in substance a lending transaction and there- 
fore in principle I think the Minister should 
consider whether or not this should be 
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exempted. There may be practical reasons 


why it should be. 


Mr. Scott: I agree with you, I do not think 
the intent was to exempt someone against 
whom there was recourse. 


Mr. Clermont: Mr. Scott, if the note at 
maturity is not paid the bank would charge 
that note to the person that signed the note. 


Mr. Scoit: Yes. 
Mr. Clermont: There is no doubt about it. 


Mr. Scott: Back to the person who had 
arranged the discount, yes. And if he 
required a borrowing at that stage then he 
would have to have disclosure made to him. 


Mr. Clermont: Yes, but in a way, Mr. Scott, 
the fellow that presented the note at the 
bank for a loan is the borrower in a sense 
because the bank will not look far afield if 
the person that signs the note does not pay it 
at maturity—they will go after the endorser. 
They have two recourses: to go after the 
person that signed the note or the person 
that endorsed the note, but usually the bank 
will charge the note at maturity to the per- 
son that borrowed the money. Why make a 
difference? 


Mr. Scott: If the note was a 60-day note 
and it was not known until that time wheth- 
er the first name on the note would pay or 
not the bank would then have to try and 
disclose what would be an appropriate rate 
to charge at the end of the 60 days because 
there would be no loan involved until that 
time. 


Mr. Clermont: 
involved? 


There would be no loan 


Mr. Scott: Not to the man who discounted 
the note. As I understand it, this is the case. 
He has an asset, a claim on someone else and 
he has disposed of it to the bank, and it was 
intended not to regard that type of thing as 
well as other instruments which he might 
discount or sell as a borrowing. 


Mr. Clermont: Mr. Scott, this will be my 
last question. If I go to my bank with a note 
signed by you... 

Mr. Scott: Yes. 


Mr. Clermont: 
the loan, not you. 


Mr. Scott: Well the bank has purchased an 
instrument which it expects to collect on at 
maturity. 


... who gets the loan? I get 
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Mr, Clermont: Yes, but from you or I? 
Mr. Scoit: If I do not pay... 


Mr. Clermont: I did not say that. 
© (12:10 p.m.) 

Mr. Wahn: We would not want to suggest 
that the banks would take advantage of a 
loophole but I think this does provide a 
potential one. For example, I want to borrow 
$1,000. This is a relatively small transaction 
where I suppose interest charges should be 
disclosed. So the bank says, ‘‘Well fine, you 
get your wife to sign a promissory note for 
$1,000 and we will discount it’. I presume 
then I would get approximately $925 for the 
$1,000 note. It seems to me that that is the 
very type of case, if this were done, where I 
should be told what that $75 represents by 
way of interest charges? So as a condition of 
getting the $1,000 I think a bank could say, 
“In order to avoid all these technical regula- 
tions, paper work and so on you can avoid it 
all by simply having your wife, or your son, 
or some other person—a friend—sign a piece 
of paper and we will discount it; in fact, you 
will be the one who is going to pay it, but we 
will discount it and then the regulations will 
not apply at all’. 


Mr. Scott: I suppose the husband could 
confuse his wife by the rate of interest that 
was written into the note too. 


Mr. McLean (Charlotte): Mr. Chairman, if 
I take a note of one thousand dollars at 
seven and a half per cent to the bank and 
discount it for six and a half per cent, is the 
bank going to disclose that I am doing that? 


Mr. Scoit: No, not under this provision. 


Mr. McLean (Charlotte): But it says, any 
other instrument here. I presume that would 
be drafts and such things, and I think the 
bank would have to disclose this because it is 
different from ordinary banking transactions. 
Many of them are in foreign fields where 
there are different rates of interest, different 
rates of discount and a person taking drafts 
to the bank on foreign fields would have to 
know what it was going to cost. 


Mr. Scott: I suppose that with a business 
customer particularly it is frequent for these 
instruments to be lodged as collateral, rather 
than discounted. 


Mr. McLean (Charlotte): No, many dis- 
count, really; letters of credit, bills of lading 
attached and all that sort of thing. But the 
bank charges different rates, different prices 
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and so forth; they would have to, the bor- 
rower would have to know. 


The Chairman: We will have to return to 
this after we hear from the banks and we 
may want to make recommendations to the 
government for possible changes in these 
regulations after we have heard from other 
groups. Perhaps, Mr. Scott, you might com- 
plete your review. 


Mr. Scott: Section 11 deals with the meth- 
od of disclosing the costs of borrowing to the 
borrower. It provides that the disclosure shall 
be in writing, it shall be at the time of 
entering into the contract, and three alterna- 
tive ways of making that written disclosure 
are provided for in subsections (a), (b), and 
(cy. 


Mr. Clermont: Mr. Chairman; Mr. Scott, I 
am not worrying about the person who will 
borrow, say, $25,000 or more because he can 
look after himself. But are you satisfied that 
under that set of rules the consumer borrow- 
er will be protected and will be properly 
informed how much it will cost him for a 
loan, as I mentioned in my previous remarks, 
of $500 or $1,000 paid within 24 or 36 
months? Are you Satisfied in your capacity as 
Inspector General of Banks? 


Mr. Scott: These regulations have been in 
force now for seven or eight weeks and noth- 
ing has come to my attention to date to 
indicate that the section in the Bank Act and 
the regulations that we are discussing are not 
accomplishing the original intent. 


Mr. Clermont: Like you said in subsection 
(c) or by a “note signed.” I mentioned a 
note of $1,200 in my previous remarks that 
will include $200 interest. But verbally the 
bank manager is giving actual information 
that the rate of interest is, say, 74 per cent 
and the balance is administration charges. 


Mr. Scoit: It might be that in the type of 
borrowing which is accompanied by a prom- 
issory note, all the disclosure would be in 
the rate of interest in the promissory note 
itself. That would depend on the term of the 
loan; that is, if it were a demand loan then 
just the percentage would be disclosed. 


Mr. Clermont: Mr. Scott, I am especially 
mentioning consumer borrowers. 


Mr. Scott: Well, if that promissory note 
were for a fixed period of time then the $200, 
to use your example, would also have to be 
disclosed in writing to the borrower. 
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Mr. Comtois: As a percentage? 


Mr. Scott: Both as a percentage and as an 
amount in dollars and cents. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): One thing further, Mr. Scott, in the 
phrase, “cost of borrowing’, it appears in 
section 3... 


Mr. Scoit: That is laid down in the Act 
itself, Mr. Cameron, section 92 (1) (a). Per- 
haps you do not have it there, but it means, 

the interest or discount thereon, and any 
charges in connection therewith that are 
payable by the borrower to the bank or 
to any person from whom the bank 
receives any part of such charges direct- 
ly or indirectly; 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): That covers all. 


Mr. Scott: This service charge type of 
thing would be included. 


Mr. McLean (Charlotte): Mr. Scott, is there 
any minimum rate established with the 
bank? Say someone wants $30 for 30 days, or 
$20 for 30 days? Is there a minimum rate? 


Mr. Scott: Not that I am aware of; the 
bankers might be able to speak to that. 


Mr. Clermont: Mr. Scott, coming back 
again to those consumer loans. Suppose that 
a borrower wants to pay his loan before 
maturity. Will there be a refund of interest? 


Mr. Scott: As far as the regulations are 
concerned, this matter is perhaps dealt with 
in subsection 3 of section 92 of the Bank Act 
which says that, 

The cost of borrowing shall be cal- 
culated, in the manner prescribed, on the 
basis of all obligations of the borrower 
being duly fulfilled, 


So the regulations have not attempted to deal 
with the situation which might arise if the 
loan is paid off otherwise than as originally 
contracted for, either paid off earlier or fall- 
ing into arrears. 


Mr. Clermont: A case was brought to my 
attention—I agree that it was not a loan 
obtained from a bank, it was from a finance 
company—where the borrower wanted to 
pay his loan before the first instalment came 
due and he was asked an exorbitant amount 
of interest. Will the same thing happen in the 
case of such a loan under these rules? 
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Mr. Scotti: My understanding is that banks 
normally make proportionate rebates on that 
kind of loan, but it is not a part of these 
requirements that they do so. 


Mr. Clermont: There is nothing in the new 
Bank Act that can cover that? 


Mr. Scoit: No. 


The Chairman: Perhaps if there are no 
further questions at this point we can move 
on to the final section concerning advertising. 


Mr. Scotti: Section 12, to just touch in pass- 
ing, is only to indicate the acceptable degree 
of accuracy to make it unnecessary to quote 
to eight or ten decimal points, because that is 
the way it would work out from a table. It 
simply means the rate must be within one 
eighth one side or the other of the precise rate 
which would result from the mathematical 
calculation. Under section 13 on advertising 
the intent is that when a bank advertises any 
particular kind of loan, it make the same 
disclosure in that advertisement of the rate 
or the dollar and cents cost of the loan which 
it is advertising, just as if a borrower had 
approached the bank directly to obtain such 
a loan. 


The Chairman: This means then, Mr. Scott, 
that if the bank makes no reference to an 
interest rate or charges it does not have to 
say anything about the cost. If it just says, 
“come to see for a loan”, period... 


Mr. Scott: Yes. 


The Chairman: ... then it does not have to 
disclose any information about charges. 


Mr. Scott: If the bank simply said, “We 
are in the lending business”, that would not 
require them to make a disclosure under this 
section. 


e (12:20 p.m.) 


The Chairman: Do you have any further 
general discussion arising out of Mr. Scott’s 
explanations? 


We also have with us, as I mentioned, Mr. 
Humphrys, Superintendent of Insurance, and 
Mr. Ryan and Mr. Pfeifer of the Department 
of Justice. If we have any questions arising 
out of what we have heard from Mr. Scott, 
perhaps we might take advantage of their 
attendance. If not, then I suggest that we 
adjourn our meeting. I will be working with 
our Clerk to arrange for the attendance of 
witnesses now that we have had this prelimi- 
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nary explanation available both to ourselves The Chairman: Some other changes may 
and to the public. be recommended to us by witnesses from 

Mr. Clermont: I understand Mr. Ryan is ‘he public sector which we may want to 
from the Justice Department. Perhaps he can imcorporate in the report and you may not 
amend subsection (h) about the promissory want to work on this piecemeal. This meet- 
note. ing stands adjourned. 
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ORDER OF REFERENCE 


THURSDAY, December 14, 1967. 
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Tariff resolution the texts of which were laid before the House, Monday, No- 
vember 6, 1967. . . 


Attest: BEN 
ALISTAIR FRASER, 
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REPORT TO THE HOUSE 


| | TUESDAY, December 19, 1967 
The Standing Committee on Finance, Trade and Economic Affairs has the 
honour to present its © 
| wohl SEVENTH REPORT 


Your Committee recommends that it be granted leave to sit during ad- 
journments of the House. | 


Respectfully submitted, 
HERB GRAY, 
Chairman. 
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MINUTES OF PROCEEDINGS 


TUESDAY, December 19, 1967. 
(13) 


The Standing Committee on Finance, Trade and Economic Affairs met at 
11:38 a.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Cantin, Clermont, Gilbert, Gray, Irvine, Lambert, 
Lind, Macdonald (Rosedale), Monteith, More (Regina City), Noél, Tremblay 
(Matapédia-Matane), Wahn—(13). 


In attendance: Dr. P. M. Ollivier, Parliamentary Counsel. 


The Chairman stated that his purpose in calling the meeting had been 
to permit the Committee to discuss methods of procedure when considering 
the subject-matter of the proposed Customs Tariff resolution referred to the 
Committee on December 14, 1967. 


It was moved by Mr. Macdonald (Rosedale) and seconded by Mr. Cler- 
mont that the Committee request permission to sit during adjournments of the 
House. 


After discussion, the motion was carried. 


It was agreed to commence sittings on the morning of Tuesday, January 
16, 1968. 


On motion of Mr. Lambert, seconded by Mr. More (Regina City), 


Resolved,—That the closing date for reception of briefs be 12 noon, Friday, 
January 12, 1968. 


On motion of Mr. Lambert, seconded by Mr. More (Regina City), 
Resolved,—That the Committee will proceed in three stages: 
(a) explanation and clarification of the subject-matter of the legislation 
by government officials; 
(b) submissions by associations and individual members of the public 
who have indicated they intend to submit briefs; 
(c) detailed examination of the subject-matter of the legislation by the 
Committee, and general debate. 


The Chairman read resolutions adopted by the Committee at the last 
session governing procedure followed in studying the banking legislation, and 
the Committee agreed to follow the same general pattern in this instance. 

At 12:25 p.m. the Committee adjourned to the call of the Chair. 


Dorothy F. Ballantine, 
Clerk of the Committee. 
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EVIDENCE 
(Recorded by Electronic Apparatus) 


Tuesday, December 19, 1967. 
e 1139 
The Chairman: We are now in a position 
officially to open our meeting. 


The notice of meeting indicated we would 
be dealing with the Kennedy Round tariff 
resolutions which, as you know, were 
referred to us late last Thursday afternoon. 
The reason I called this meeting at this time 
on rather short notice was not to begin dis- 
cussion of the resolutions themselves. Those 
-of us who have taken a quick glance at them 
will agree that they are very complicated and 
I think for us to make our study meaningful 
we should have a meeting to discuss our 
manner of approach, our arrangements and 
so on. Actually this is the reason for my 
calling this meeting at this time. 


Now, I am going to make several sugges- 
tions. First, as I have said, these resolutions 
are very complicated. We want to hear from 
a number of officials; undoubtedly people 
from outside the government sector will want 
to express views and, at the same time, there 
is some necessity to have them back in the 
House. I think they go into effect provisional- 
ly at the beginning of the year anyway and 
we have to find some means of harmonizing 
these two trends. 
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My proposal to the Committee is that we 
give consideration to meeting for several 
days during the week before the House opens 
which, I believe, is January 22, 1968. That is 
the date proposed, if I am not mistaken, and 
I suggest for the consideration of the Com- 
mittee that we meet for several days during 
the week immediately preceding. 


At that time it is my suggestion, and I 
have already begun contacts to this effect, we 
would have senior officials of the depart- 
ments of Finance, Trade and Commerce and 
Industry to review with us the major trends 
implied by the Kennedy Round tariff resolu- 
tions and deal with questions on specific 
items, following which we would begin hear- 


ing people from outside the public sector who 
wish to express views, not necessarily during 
that week but following our hearing of the 
officials. It is my intention, after we deal 
with the possibility of meeting during the 
week before the House resumes, to discuss 
such things as fixing a closing date for the 
reception of briefs and so on. 


I think it is implicit in the types of discus- 
sions I had in mind for the week before New 
Year’s that it should be possible to organize 
this discussion without putting any undue 
burden on anyone because, since we are not 
voting, we can use our special procedure that 
we use effectively here when we are merely 
taking evidence, if you know what I mean. 
Before asking for a formal motion in this 
regard I suggest that we exchange some com- 
ments informally. 


Mr. Monteith: May I make some very defi- 
nite comments, Mr. Chairman? I think it is 
complete and utter nonsense to try to sit the 
week before the House is meeting. Mr. Lind 
and Mr. Wahn are from Toronto; Mr. Irvine 
is from London; I am not sure where you are 
from; Mr. More and Mr. Lambert live here; 
I do not. 


These resolutions are going into effect on 
January 1, in any case. Unless the house 
comes out and makes a firm and formal 
commitment that members of Committees 
be paid something extra for sitting when the 
House is not sitting—and the House has to do 
this, in my humble estimation, to make it 
legitimate—this Committee should not sit as 
you suggest. If you recall, I sat on the Pen- 
sions Committee for two weeks... 


The Chairman: It was longer than that, I 
think, 


Mr. Monteith: I beg your pardon? 


The Chairman: It was for a longer period 
than that. 


Mr. Monteith: No, I believe it was two 
weeks when the House was not sitting. At 
that time it was proposed that there might be 
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some method, to which I objected, of paying I 
think $25 a day, but I think this is just plain 


ridiculous. These resolutions are going into | 


effect on January 1, 1968, regardless of 
whether we approve them the week of the 
fifteenth or the twenty-second, or whether 
we take five weeks from either of those dates 
onward to approve them. It does not matter. 
I certainly will ask to be relieved of sitting 
on this Committee if there is any such silly 
proposal. 


The Chairman: 
Macdonald. 


I. will recognize Mr. 


Mr. Macdonald (Rosedale): My position is 
the exact converse of almost all the proposi- 
tion that Mr. Monteith put forward. In the 


first place, if the government had decided to 
call the House back the week before... 


An hon. Member: He lives here too. 
Mr. Macdonald (Rosedale): So what? 
Mr. Monteith: So what! 


Mr. Macdonald (Rosedale) Look, you made 
your statement and I did not interrupt you; 
now you might let me make mine. Whether 
or not I live here I have undertaken to be a 
member of Parliament on a year-round basis. 
I get paid on a year-round basis as a member 
of Parliament and I certainly do not think in 
all conscience this Committee or any other 
committee of the House could ask for addi- 
tional remuneration in order to come back and 
do what is basically their job. It is not a 
question of whether or not the changes come 
into effect on January 1. It is a question of 
doing an effective job of work: considering 
these things, and I think we all know from 
past experience that inevitably, with all the 
other competitions for our time through the 
week, it is difficult on a three-hour basis each 
Thursday morning, or whatever it may be, to 
do an effective job. I think we can do an 
effective job if we come back the week 
before, and I certainly would support a re- 
quest that the government make that provi- 
sion. 


The Chairman: I will recognize Mr. Jack 
Irvine, followed by Mr. Wahn and Mr. 
Lambert. 
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Mr. Irvine: What length of time do you 
expect we might have to sit? Is this some- 
thing that could be cleaned up perhaps in 
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one day if we put a full day in on it, that is, 
three sittings? 


The Chairman: It is up to the Committee. 
I doubt it. These are very complex. I do not 
suggest that you will find it necessary to 
study each individually numbered item but 
we will want to hear from officials of the 
departments of Finance, Trade and Com- 
merce, and probably Industry dealing with 
the major sectors, and individual members 
on behalf of their areas may want to ask 
about particular items after that because of 
the particular impact. I think we could not 
realistically expect to complete this in one 
day. I think we could probably do the job in, 
say, three days. I do not think we need the 
full week; I think we could do it on Tuesday, 
Wednesday and Thursday, and Friday morn- 
ing, but I think a one day objective would be 
unrealistic. Also we may want to hear from 
the Minister. 


Mr. Irvine: Then, it would be at least a 
three-day deal, sitting all day. 


The Chairman: Sitting mornings and afier- 
noons. It may take less; we may find that the 
evidence goes rather quickly. It may be that 
if we start on Tuesday morning and we feel 
we have done sufficient by Wednesday after- 
noon, we can adjourn. 


Mr. Irvine: If you feel it is imperative that 
we do this before the House opens, as Don 
said a moment ago, I think it is our responsi- 
bility to go along if this is a necessary thing. 
On the basis of that, if you can get a quorum 
to come back I think I could arrange to come 
back; but I know it is going to make it 
difficult for people who have arranged 
holidays. Whether you can get a quorum to 
agree to come back or not is another 
question. 


The Chairman: That is why I was propos- 
ing that we could meet before the commence- 
ment of the House; I did not check around 
beforehand, but I assumed that those who 
had made arrangements to go away, or to 
spend time in their ridings, likely would be 
coming back by that time. Perhaps I am 
wrong, but I felt that this proposal would be 
one that would cause the least inconvenience 
to all concerned. 


Mr. Irvine: If we were to get credit against 
our attendance for those days, why not? I do 
not want any extra pay. 
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The Chairman: Well, that is another mat- 
ter the pros and cons of which I think are 
worth going into by the Special Procedure 
Committee. I do not think we are in a posi- 
tion to resolve it ourselves. I can see points 
of view on either side that are valid. But it is 
a fact that these are very complex matters 
and even though they go into effect provi- 
sionally I think the House of which we are 
an instrument has some obligation to dispose 
of them finally; to add certainty, shall I say, 
to the... 


Mr. Monieith: Mr. Chairman, at the 
expense of other speakers may I just inter- 
ject here? I may have left a wrong impres- 
sion. When the Pension Committee sat a 
proposal was made to me as Chairman of our 
Committee on that subject that we should, 
perhaps, work towards some sort of remuner- 
ation for being present during those two 
weeks. I refused, so I do not want you to 
think it is from a money angle that I am 
proposing this. All I am suggesting is that 
there be some formal arrangement if commit- 
tees are going to meet when the House is not 
sitting. 


The Chairman: If I may interject myself 
here I think, in all fairness to Mr. Monteith, 
there are valid arguments to be made on 
both sides of the question as I said, especially 
for those who perhaps only have hotel rooms 
during the week, and so on. Anyway, I do 
not think we have to resolve it here; I think 
perhaps we should bring this problem to the 
attention of the Special Procedure Committee 
which is studying this. 

A lot of things around here are such that 
actually the most active members, in a way, 
are at a disadvantage compared with those 
who are not active. It is my hope that these 
things can be resolved as we move along. 
Unfortunately, the change within the parlia- 
mentary system does not move at the pace a 
lot of ‘us would like, but we still have an 
obligation to carry out the public business as 
effectively as we can, and we will just have 
to come up with some conclusion. 


Mr. Irvine: Well, if this is necessary, if you 
can sell us the idea that this is necessary, I 
will go along. 
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The Chairman: Based on my consultations 
with those in the government, and so on, who 
are concerned with this matter, I am propos- 
ing to the Committee that we do this. I can- 
not put it any more definitely than that. I 
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certainly would not be making this proposal 
if I did not feel it to be in the public interest 
to dispose of this very important matter. I 
might say also that by undertaking this 
responsibility we are perhaps setting a prece- 
dent which will be very constructive to the 
development of consideration of all matters 
of importance initially by standing commit- 
tees. It is probably the first time in the histo- 
ry of Parliament that a major tax change, 
which is what this Kennedy Round change 
is, has been considered in detail by a stand- 
ing committee of the House before major 
consideration by the House itself. This is a 
very significant thing. I think those of us— 
and I think this covers every one on this 
Committee—who have some feeling that it 
should be more and more a practice of this 
House to get our work done more efficiently, 
if I may state a personal opinion, should try 
to take steps to encourage this type of 
development. 


Mr. Monteith: By the way, did we not 
consider the Bank Act when the House was 
sitting? That was a very important matter. 


The Chairman: That is right. But I am 
trying to say that as far as I am aware—per- 
haps I am wrong—a major tariff change like 
this, a budget resolution, I do not think has 
ever been considered by a standing commit- 
tee of the House before, or even after, the 
consideration by the whole House itself. I see 
Mr. Lambert is shaking his head in agree- 
ment with me. Now, if I may state a personal 
view, I hope that this will be a first step. 
Perhaps I am being unfair to Mr. Lambert. I 
am not saying that he necessarily agrees that 
we should sit when the House is not sitting. 
He was just agreeing with me when I said 
that this type of legislative change has never 
been considered by a standing committee. I 
hope that this may be a first step towards a 
system whereby every budget matter will be 
considered in detail initially by a committee 
of the House before the whole House con- 
siders it. I personally feel that this would be 
a most constructive change no matter what 
party forms the government in the future. 


Mr. Wahn: Mr. Chairman, coming from 
Toronto, it will be quite convenient for me to 
come here and I would be prepared to come 
here before the House resumes sitting, if you 
think it is important that we should do that 
in order to get on with the consideration of 
these resolutions. Is it not true that if we did 
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find something wrong in these resolutions, 
even though they do come into force provi- 
sionally at the beginning of the year some- 
thing would happen, our conclusions would 
have some result? This is not an idle gesture, 
is it, just going through these resolutions? 
Presumably they would not have been 
referred to us. 


The Chairman: I would not be proposing 
that we sit—in fact, I would not be proposing 
that we hold hearings on these resolutions at 
all if I thought that it was simply an idle 
gesture. 


Mr. Wahn: When it is desirable I will be 
prepared to sit. 


The Chairman: Mr. Lambert. 


Mr. Lamberti: First of all, whether I live 
here or not I think makes damn-all 
difference. 


Mr. Monteith: It certainly does. 


Mr. Lamberi: The point is that I do recog- 
nize that this question imposes a great deal 
of difficulty on those who live at a consider- 
able distance, because it means additional 
hotel room expense as not everybody has an 
apartment or a house here. And I think that 
being a Member of Parliament is an even 
burden. Already there is enough inequity 
between those who live close by and those 
who live at great distances. To come back 
her under the circumstances, perhaps on an 
ad hoc basis, is I think reasonable with 
regard to this particular proposal. I know it 
has caused a great deal of difficulty to exise 
from the resolution those portions which will 
come here and those portions which would 
be in the normal customs tariff bill. This is 
one of the reasons why the bill has not been 
printed. It has caused a complete dismember- 
ment of the resolution and the bill to follow. 
I agree with the Chairman that a precedent 
should be set—and I have been one of those 
advocating more and more that this type of 
action be taken—for legislation or budgetary 
proposals to come to committees before com- 
mittal to principle in the House. This is one 
concrete step,—and I think a good one, in 
that regard. I do not agree with Mr. Mac- 
donald that members who sit on Committees 
here should do it just out of the ordinary 
stipend that they get. Those who live in 
hotels or have short-rental appointments 
have additional expenses. There are others 
who maintain a business and you cannot ask 
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them to sacrifice the time that they necessari- 
ly would be spending with their business 
between sessions. I do think that if we are 
going to ask members to work in between 
sessions then as an immediate consideration 
not only for this Committee but other com- 
mittees, adequate steps must be taken to 
even out the burden; otherwise you are going 
to have people saying: “To blazes with it; I 
am not going to work on this Committee, I 
am going to stay away.” And it leaves those 
who may be gotten together, who have no 
great feelings one way or another whether 
they can come in, in a difficult position, and I 
do not think that is the proper spirit with 
which to approach our Committee work. I am 
prepared to come in for three or four days 
beforehand, although I could quite easily 
spend those days in my law office in Edmon- 
ton at some pecuniary advantage to me. But 
because I happen to live here and am quite 
prepared to make those necessary adjust- 
ments, I do not think as a general rule, Mr. 
Chairman, we have to accept that as a course 
of conduct. I agree with Mr. Monteith that 
there has to be something laid down with re- 
gard to this matter. 


@® 1155 


The Chairman: Is there any further pre- 
liminary discussion on the general issue? 


[Translation ] 


Mr. Clermont: Mr. Chairman, do we have 
simultaneous translation? 


The Chairman: I think that the head of the 
interpretors is in the booth. 


Mr. Clermont: As far as I am concerned, I 
am in the privileged position of being a 
member of Parliament who lives very close 
to the National Capital. I live only 30 miles 
east of Ottawa. However, like the other hon. 
members, I have my own _ constituency 
responsibilities. For certain people it seems 
that the fact of living very near the Capital, 
involves only assets and not liabilities. I feel 
that there are other things to be considered 
besides distance. However, if you feel it is 
preferable for the Committee to meet a few 
days before the session resumes I am quite 
ready to be present. 


The Chairman: Thank you, Mr. Clermont. 
[English] 
Gentlemen, perhaps we have reviewed the 


principle sufficiently. I think it would be 
more in order at this time to ask someone on 


December 19, 1967 


the Committee to move a motion that we ask 
the House for permission to sit during 
adjournments of the House. 


Mr. Macdonald (Rosedale): I so move. 
Mr. Clermont: I second the motion. 


Mr. Macdonald (Rosedale): The motion 
should include “without additional compen- 
sation’’. 


The Chairman: Although I think that is an 
important issue, it is beyond our purview. 


“Mr. Monteith: I would agree with that. I 
certainly opposed it when the Pension Com- 
mittee was sitting. 


Mr. Irvine: Mr. Chairman, I feel in the 
mood to support this but I still think that it 
would be better to give attendance credits. I 
say this because I had planned a trip that 
particular week and if attendance credits 
were given then I could postpone my trip a 
couple of weeks. 


The Chairman: You also have a very good 
point but I do not think this is something 
which can be dealt with within this Commit- 
tee. Whether this would come within the 
attendance requirement is perhaps a matter 
for interpretation by Parliamentary Counsel. 
If it does not then perhaps I could ask infor- 
mally that the procedure Committee consider 
special compensation in the general frame- 
work of the studies it is undertaking now 
with respect to Parliamentary reform. 


Mr. Irvine: I do not want any special addi- 
tional compensation because I am just going 
to have to pay it out in taxes anyway. 


® 1200 


The Chairman: I do not know if you want 
to go into it in detail. I am going to consult 
with Dr. Ollivier, the Parliamentary Counsel, 
who is here. 


Mr. P. M. Ollivier (Parliamentary Counsel): 
I do not think it exists at the moment, Mr. 
Chairman. It would have to be provided by 
the Committee on Procedure, or something, 
but. as I understand it that system of com- 
pensation is not in existence at the moment. 


The Chairman: Thank you. 


_ Mr. Ollivier: For instance, you could not 
substitute those dates for the 21 days that 
you are allowed to be absent. 
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The Chairman: I think this demonstrates 
how our system is really not fair at the 
present time to the most active members. 
Those who are less active somehow or other 
come out better off than those who are will- 
ing to be more devoted to their duties, but I 
think this is something which, if you like, I 
will informally bring to the attention of the 
Committee on Procedure. I think that is a 
means of correction of these inequities that 
have been brought to our attention. 


Mr. Lamberi: Mr. Chairman, I understand 
that two other committees have this in mind 
as well. 


The Chairman: That is right. 


Mr. Lambert: The point is that we must 
not all concentrate on that last week, which 
will put additional burden on the committee 
system, because we are hoping to gain an 
advantage through faster translation and 
faster printing. I was hoping that the Chair- 
man would be able to show how this would 
speed up the receipt of the reports, because 
unless we have the reports of Proceedings we 
cannot discuss these matters intelligently in 
the House. However, if every other commit- 
tee is going to come in and we are going to 
get into a logjam, then I think I would say, 
as Mr. Monteith has said, “Just forget about 
it on this occasion”’. 


The Chairman: I think you have made a 
very good point. Perhaps I can add some 
further information. I think at the present 
time only one other committee is definitely 
trying to meet during the recess and it is my 
view, based on wrestling with three prob- 
lems, that even if three committees met in 
the same week the machinery for printing 
and translating is such that we would be able 
to get our reports fairly promptly. It is when 
the number goes over that—and I think Miss 
Ballantine agrees with me—that a problem is 
created. It does not appear at this time that 
there will be three committees meeting, there 
will only be two, and I do not think this will 
create a problem, which I think is of concern 
to us all, with respect to the speed of printing 
and the availability of committee minutes. I 
believe Mr. Lind wants to say something. 


Mr. Lind: Mr. Chairman, I will gladly 
come back provided we can work on this 
for three sessions a day and speed it up and 
in this way cut down the number of days we 
have to be here. Is it your intention to have a 
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morning session, an afternoon session and an 
evening session? 


The Chairman: I was thinking primarily of 
a morning and afternoon session. I think that 
members may have to work in their offices 
and so on, and I think adding an evening 
session is only a matter of priority when we 
have a specific legislative deadline to meet and 
in all fairness to those who have criticized 
this suggested approach I must agree that we 
do not have to meet a specific legislative 
deadline at this time. Once we are here, if we 
find the subject matter so enthralling that we 
want to keep going into the evening we can 
do that. We do not need any _ special 
provisions. 


Mr. Lambert: Not only are you flogging 
yourself, but do you have no consideration 
for your staff? 


Mr. Lind: Certainly I have consideration 
for my staff, but I would like to have a few 
breaks during the day to use my secretary. If 
you sit all day and... 


Mr. Lambert: All right. You would not be 
here otherwise, so I do not think there is any 
purpose in this. In any event... 


The Chairman: I think we are creating an 
issue which is unnecessary at this time. My 
proposal—and I do not think we have to 
sanctify it—is that we meet from 10.00 a.m. 
to 12.00 noon, from 2.00 p.m. to 4.00 p.m. or 
4.30 p.m., and if there is a general consensus 
at that time that we want to get together 
for an hour in the evening. I will not recom- 
mend it but we can decide on that at the time. 


Mr. More (Regina City): Mr. Chairman, are 
you planning to come back on the Thursday 
or the Wednesday? 


The Chairman: No. I would recommend 
that we come back Tuesday morning, and if 
we make very good progress we can possibly 
wind up Thursday morning and then go back 
to our respective ridings. 


An hon. Member: What about those peo- 
ple who live in Regina or Edmonton? 


Mr. Lambert: This is all very simple, Mr. 
Chairman, but please remember that Canada 
is not just the province of Ontario or metro- 
politan Montreal. 


The Chairman: I know that. 


Mr. Lambert: It is all very well to blithely 
say that people can come in and out but we 
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have representatives on this Committee from 
British Columbia and Mr. Ballard is from 
Alberta. 


The Chairman: That is correct. 


Mr. Lambert: You must remember it is a 
seven hour trip to get here from Alberta. 
That is one day’s work. 


The Chairman: That is why I do not pro- 
pose we meet on Monday. I want to assure 
you I am trying to take that into account. 


Mr. Monteith: They need an extra day to 
go home. 


An hon. Member: It is utter nonsense. 


Mr. Monteith: Go ahead and have your 


vote. 

The Chairman: Is there any further 
discussion? 

[Translation] 

Mr. Cantin: May I express a _ personal 


view? I believe that in all fairness to those 
hon. members who have to come from quite 
a distance at least their transportation costs 
and living costs should be paid. If you com- 
pare their position to that of a Parliamentary 
Secretary who has to come to Ottawa 
between sessions, he has the right according 
to law to ask for compensation. I find it 
unfair for members to be called to Ottawa 
between sessions without being compensated 
for living and travelling expenses. 


The Chairman: I think I should say here 
that even if the session is adjourned, we will 
have the right to be compensated for our trip 
in the usual way. This will continue. 


Mr. Cantin: Let us say a member comes 
from Vancouver or Alberta. Are his travel 
costs to be paid, or are they not guaranteed? 


The Chairman: I think they are, because 
even if the session is adjourned, the possibili- 
ty of having travel expenses paid continues. 


Mr. Lambert: Mr. Chairman, I believe that 
Mr. Cantin has made a very useful sugges- 
tion. I remember that when I was a Parlia- 
mentary Secretary in 1957, every time I had 
to come back here between sessions I was 
paid for my hotel and living costs. We had a 
per diem allowance and if this holds good for 
a Parliamentary Secretary, I think it could 
also be given to a member to pay for his 
extra expenses. 
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Mr. Cantin: In all justice, I would think so. 
[English] 


Mr. Macdonald (Rosedale): Mr. Chairman, 
I, of course, have the benefit of this allow- 
ance. I have never sought to draw on it just 
because I happened to come back when the 
House was not sitting. 


My argument is the more fundamental 
one that what we are trying to do is to make 
a more efficient use of the time of the House 
by putting more business into committee. We 
can do that business more effectively if the 
committee sits on a continuing basis before 
the session starts. This is as much part of our 
sessional work as being here during the 
session. 


It seems to me that the question of geogra- 
phy is irrelevant. The question is: Are we 
going to be here? Are we, or are we not 
going to do the work? 


The Chairman: Although this aspect is of 
interest and importance to us as parliamen- 
tarians, I think it is going a little beyond the 
direct responsibilities of this Committee. 


I suggest that you permit me to bring this 
to the attention of the procedure committee. It 
may be that other members will want to do 
that themselves. We should try to have it 
resolved there. I do not think we are in a 
position, unfortunately—or fortunately, de- 
pending on your point of view—to resolve 
it here. If there is no further discussion on 
the motion I suggest that we proceed to a 
vote. 


All those in favour? Those opposed? 
Motion agreed to. 


It is my intention to present it in the 
House this afternoon and to ask for unani- 
mous consent that it be proceeded with at 
that time. 


If somebody objects we will still have time 
to put it on the notice paper and proceed 
with it on Thursday. 


If the permission of the House is granted it 
is my intention to ask the Clerk to have us 
resume on Tuesday, January 16, at 10.30 a.m. 


Mr. Monteith: I would laugh like hell if 
the house decided to meet on the 15th! 


The Chairman: I suggest that we have two 
sessions, 10.30 a.m. to 12.30 p.m. and 2.30 
panrcte 75.00) .pim, 
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If the Committee were disposed to modify 
these hours at that time we can deal with it 
then. 


We would start by hearing officials from 
the various departments concerned, with 
whom I have already been in contact, and 
who are preparing evidence relative to the 
resolutions. 


I understand everyone has _ already 
received copies. However in case these have 
not been properly allocated I shall ask the 
clerk to arrange for other copies from the 
distribution office. 


Mr. Macdonald (Rosedale): Mr. Chairman, 
although there is an office consolidation of 
the customs tariff relative to these items it 
may be that you should ask the Department 
of National Revenue if there is any additional 
information available. 


We may even need an office consolidation of 
the customs tariff as a whole, so that we can 
fit it into the over-all context of the customs 
tariff. 
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The Chairman: I will ask the Clerk if some 
preliminary material of that sort can be dis- 
tributed. As we know, the entire customs 
tariff is a very bulky document, although 
some of us have copies. I think we can look 
into that. It would be useful to have it before 
us for purposes of comparison. I presume 
that is one of the ideas behind your 
comment. 


I would now like to move to another area 
of arrangements for these rather complicated 
hearings, and that has to do with dealing 
with witnesses from the public sector, and 
by “public” I do not mean the government 
sector but witnesses from the general public. 
Undoubtedly there will be people who will 
want to make comments. I propose to the 
Committee that we adopt a set of rules which 
would be rather similar to those we used for 
the Bank Act. Those who wish to appear 
may signify their desire by a certain date. 
We also ask that briefs be submitted in writ- 
ing in sufficient time so that they may be 
distributed beforehand in order that we can 
deal with this matter in an orderly way. I am 
sorry I did not obtain copies of these rules 
for everyone. Perhaps Miss Ballantine could 
distribute copies now. In the meantime I will 
read these rules so that we can refresh our 
memories on them to see if they are relevant 
to what we have in mind. This is the special 
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procedure we passed with respect to hearing 

briefs on the Bank Act. They read as follows: 
(a) Organizations or individuals wishing 
to present briefs in person are required 
to provide 50 copies in English or French 
for use of the Committee not later than 
12:00 noon, 


And a date was fixed: 


November 1, 1966; 

(b) Briefs should be sent to: Miss 
Dorothy F. Ballantine, Clerk of the 
Standing Committee on Finance, Trade 
and Economic Affairs, House of Commons, 
Ottawa, Ontario; 

(c) In order to give members the op- 
portunity of prior study, briefs will be 
distributed in advance of the appearance 
of the witness; 

(d) At the meeting the witness will be 
asked to summarize his brief rather than 
read it in full before the Committee pro- 
ceeds to questioning; 

(e) Briefs shall be regarded as confidential 
until presented before the Committee; 


And so on. Then: 
(f) The Committee reserves the right to 
decide whether an _ organization or 
individual submitting a brief will be 
invited to appear or whether his brief 
will be considered by the Committee 
simply in written form; 
(g) Each brief shall be printed as an ap- 
pendix to the Minutes of Proceedings and 
Evidence of the day on which it is pre- 
sented; . 
(h) The Committee shall cause to be be 
printed— 


Then there is mention of the number of 
copies in English and French of the Minutes 
of Proceedings and Evidence; 1500 copies in 
English and 700 copies in French. Then it 
goes on to say; 
(i) The Committee will proceed in three 
stages: 
(i) explanation and clarification of the 
legislation by government officials; 
Gi) submissions by associations and 
individual members of the public who 
have indicated they intend to submit 
briefs; 
(iii) detailed examination of the legis- 
lation by the Committee and general 
debate; 
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And finally: 
(j)) A copy of the foregoing resolutions of 
the Committee shall be sent to each wit- 
ness at the time that he indicates his 
desire to appear before the Committee. 


It would seem to me, subject to certain 
modifications that this general approach is 
relevant to what we have to do. The com- 
ments made by outside witnesses are apt to 
be complex and we should have an opportu- 
nity to study them. I think we should have a 
closing date by which interested groups 
should signify their desire to appear so that 
we will be able to organize our schedule of 
hearings. Also, we should reserve the right 
whether we will hear people in person or 
study their briefs in written form. 

Finally, as we are really considering the 
subject matter of the resolutions rather than 
the resolutions themselves, that rather than 
proceeding in three stages we proceed in two 
stages. This is all that might be necessary. Do 
the members of the Committee have some 
comments to make on my general suggestions 
about procedure? 


Mr. Lamberi: It may be that most of the 
people who are interested in appearing 
before the Committee have already made 
submissions to the Minister during the course 
of the past several months. 


The Chairman: I think that is likely. 


Mr. Lambert: Therefore the time need not 
be as lengthy as that which was allocated for 
the consideration of the Bank Act. It is my 
view that we should know the name of 
everybody who intends to appear by at least 
January 12, the Friday preceding the first 
extraordinary meeting of the committee. 


Mr. Caniin: The twelfth. 
The Chairman: Twelve noon, January 12? 


Mr. Lambert: Yes; I think that would be a 
suitable time for them to have their names 
in. We need not have the briefs precisely that 
day—Well, yes, perhaps we should. 


@ 1215 
An hon. Member: We would then have a 
chance to look at them. 


Mr. Lambert: Yes; both briefs and names. 


The Chairman: You suggest that both 


briefs... 
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Mr. Lambert: Mr. Chairman, we may be 
able to get on with some of them during the 
course of that week. 


An hon. Member: Yes; that is right. 


Mr. Lambert: If the examination of the 
officials and so forth is as rapid as might be 
hoped we may perhaps even be able to 
schedule one or two of the principal wit- 
nesses during that first week. 


The Chairman: If something unusual arises 
we can always, for a good reason, grant 
relief from.this rule, as was done during the 
Bank Act. 


An hon. Member: If we go on beyond the 
week-end we can sit that week. 


- The Chairman: Perhaps we could have 
some further comment on this very impor- 
tant point about the final day for receiving 
briefs and/or notice. Does anyone have any 
further comment? 


Mr. More (Regina City): Mr. Chairman, is 
it. anticipated that the briefs that will be 
received now will be different from those 
presented earlier to the Minister of Finance? 


- The Chairman: We have no way of know- 
ing. However, if a particular body, or 
individual firm, wishes to submit the same 
brief, which may, initially, not have been 
made public, I am sure we will not object. 


Mr. More (Regina City): Yes; but what 
purpose will it serve if it has already been 
rejected by the Minister and his officials? 


The Chairman: We do not know whether 
or not the brief has been rejected. And it 
may be that additional points of view have 
been developed as people have studied these 
very complex changes. 


Mr. More (Regina City): That would really 
be the only substance... 


The Chairman: It may be that it would be 
constructive not only from the point of view 
of reorienting some of these changes, but, 
what is more important of serving to inform 
the industries or firms concerned what exact- 
ly are the implications. 

Though I did not mention it, what I had in 
mind was that either on the spot, or after 
hearing them, we would invite the officials to 
comment on the specific briefs. In my own 
view, that would be very constructive. A 
particular firm or industry may be under a 
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certain misapprehension, or may have over- 
looked some possible benefit which would 
compensate for something about which they 
are concerned. That may not be the case, but 
we should not overlook the advantage to 
having this opportunity. 


Mr. More (Regina City): That would make 
public the arguments pro and con. 


The Chairman: That is correct. The meet- 
ings will be open to the public, and we 
expect we will have our usual complete cov- 
erage from the press. In that way we hope 
the general public will benefit. 

I think Mr. Lambert’s proposal should be 
considered; that is, that the closing date for 
reception of briefs be January 12, 1968. 
Would you care so to move? 


It is proposed that the closing date for 
reception of briefs be January 12, 1968. 


Mr. Lamberi: I so move. 


Mr. More (Regina City): I second the 
motion. 

Motion agreed to. 

The Chairman: Is there any further 
discussion? 


Mr. Noél; Mr. Chairman, I note that the 
briefs have to be submitted in either French 
or English. For those who cannot read 
English ... 


The Chairman: ... or French... 


Mr. Noel: or French—vice versa— 
would it not be preferable to have all the 
briefs in French and English? 


The Chairman: Perhaps I should deal with 
that point. Our objective is to have them 
available in both languages, but it may be 
rather difficult for an individual firm in, say, 
the middle of Alberta, or in the middle of 
Rimouski, to find translation services. I think 
it is more reasonable to permit briefs to be 
submitted in the language most easily attain- 
able by the firm. We will have to... 


Mr. Noél: We would have somebody trans- 
late them here? 


Mr. Clermont: If it should become possible 
to call some witnesses during the week that 
we are to be here and you receive those 
briefs only in English or in French you may 
have difficulty in having them translated in 
time. | . 
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The Chairman: My own view is that it is 
not reasonable to expect individual firms, in 
areas speaking primarily one language or the 
other, to have them translated. They do not 
have the facilities. It should be our obligation 
to have the services available to translate 
them. It may be that there will be technical 
problems. If it is the wish of the Committee, 
we may have to postpone consideration of 
those briefs until they are available in both 
languages. 
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Mr. Lambert: Mr. Chairman, surely the 
summary that is made by the witness who is 
presenting the brief is then made available to 
the member in translated form if he has 
encountered any problems, and he then has 
an opportunity to clear up any, shall we say, 
difficulties. It applies both ways; if a brief is 
presented entirely in French, as it may be, 
then the English-speaking members who do 
not have sufficient command of that language 
are in relatively the same position as others. 
It is not the ideal situation, but we have to 
make the best of it if we can. Certainly I do 
not think that we can put the burden of 
translation upon the persons submitting 
briefs. 


Mr. Clermont: Mr. Lambert, according to 
your experience, how many briefs have been 
presented in French only, and by whom? 


[Translation | 


Mr. Lambert: To be quite honest, I do not 
know. However, there are some in French 
only. 


[English] 

Mr. Clermoni: By whom, then? I do not 
remember any brief having been presented 
in French only for the Bank Act revision. 


[Translation ] 


Mr. Lamberti: The only witness was Mr. 
Latulippe. Mr. Latulippe has read his... 


[English] 

Mr. Clermont: I do not think there was 
any. But I asked you, how many were there 
according to your experience? 


The Chairman: May I make a _ proposal 
that may possibly resolve this. I think I will 
ask Miss Ballantine to begin making inqui- 
ries immediately of the Translation Bureau 
to see that we have some priority on transla- 
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tion services because the House will not be 
sitting and I will attempt not to schedule any 
hearings of briefs where we do not have 
proper facilities available in both languages. 
We will now proceed. We have dealt with 
item (a). Are there any comments on further 
items of the draft resolutions? What about 
the number of copies to be printed of our 
Minutes in both official languages? 


Mr. Lamberti: Mr. Chairman, are you going 
to present this as a summary in the House, 
because ... 


The Chairman: Oh no, this is our own. 


Mr. Lambert: . .. the authority to print a 
number of bills is a report into the House. 


The Chairman: No, this is not the bill; 
these are the copies in English and French of 
the Minutes of Proceedings and Evidence. 


Mr. Lambert: Well, that is still a question 
of resolution to be adopted by way of a 
report. 


The Chairman: Oh, I see. We already print 
850 in English and 350 in French, which may 
be adequate. These resolutions are not for 
the concurrence of the House; these are our 
own. internal resolutions. 


Mr. Lambert: You have no authority with- 
in your own internal resolutions to print a 
number of papers; that must come from 
House authority. 


The Chairman: We did it for the Bank Act. 
There is a final resolution of the Committee 
which was used during the bank Act with 
respect to the stages in which the Committee 
would consider the matter before us. Now, of 
course, there is an obvious change where we 
are discussing the subject matter of the legis- 
lation rather than the legislation itself. Do 
you want to remain with the three stages 
that we used during the Bank Act, and sub- 
ject to the modification, refer to subject mat- 
ter of the legislation rather than legislation? 


Mr. More (Regina City): Could we modify 
it if we found it useful? 


Mr. Lambert: I think it is easily adaptable. 
We do not have to dot the ‘“‘i’s”” and cross the 
“t’s”? here. 


The Chairman: Then we agree to change it 
to say: Subject matter of legislation. Are we 
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prepared to adopt these resolutions for our Mr. Lambert: Are you going to issue an 
own internal procedure, subject to future appropriate press release today? 
modification? 
The Chairman: : 
Mr. Lambert: I so move. ete Yes, Iam 
Mr. More (Regina City): I second the Mr. Lambert: Calling for briefs? 


motion. 
The Chairman: Yes. If there is no further 


business, we stand adjourned, subject to the 

The Chairman: Is there anything further Concurrence of the House, until January 16, 
with respect to our methods of procedure on 1968, at 10.30 am., and a Merry Christmas 
these resolutions? . and a Happy New Year to you all. 


Motion agreed to. 
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STANDING COMMITTEE ON 
FINANCE, TRADE AND ECONOMIC AFFAIRS 


Chairman: Mr. Herb Gray 


Vice-Chairman: Mr. Gaston Clermont 


and Messrs. 


Ballard, Hees, McLean (Charlotte), 

Beaulieu, Irvine, Monteith, 

Cameron (Nanaimo- Laflamme, More (Regina City), 
Cowichan-The Islands), Lambert, Noel, 

Cantin, Latulippe, Thompson, 

Comtois, Lind, Tremblay (Matapédia- 

Flemming, Macdonald (Rosedale), Matane), 

Gilbert, Mackasey, Wahn— (24). 


Dorothy F. Ballantine, 
Clerk of the Committee. 


Acting Assistant Clerks: 
F. Despatie (Printing), 
M. A. Measures (Documents). 


ORDERS OF REFERENCE 
TUESDAY, December 19, 1967. 


Ordered,—That the Standing Committee on Finance, Trade and Economic 
Affairs be granted leave to sit during adjournments of the House. 


WEDNESDAY, December 20, 1967. 


Ordered,—That the name of Mr. Thompson be substituted for that of Mr. 
Johnston on the Standing Committee on Finance, Trade and Economic Affairs. 


Attest: 


ALISTAIR FRASER, 
The Clerk of the House of Commons. 
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MINUTES OF PROCEEDINGS 


TUESDAY, January 16, 1968. 
(14) 


The Standing Committee on Finance, Trade and Economic Affairs met at 
10.40 a.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Cantin, Clermont, Comtois, Gilbert, Gray, Irvine, 
Lambert, Lind, Macdonald (Rosedale), Mackasey, More (Regina City), Thomp- 
son, Wahn—(13). 


In attendance: The Hon. Mitchell Sharp, Minister of Finance. From the 
Department of Finance: Messrs. R. Y. Grey, Assistant Deputy Minister; and 
'C. A. Annis, Director of Tariffs. 


The Committee resumed consideration of the subject-matter of the proposed 
Customs Tariff Resolution (the Kennedy Round). 


The Minister made a general policy statement regarding proposed changes 
in the customs tariff resulting from the Kennedy Round of tariff negotiations, 
and was questioned. 


The questioning continuing, at 12.37 p.m. the Committee adjourned to 
2.30 p.m. this day. 


AFTERNOON SITTING 
(15) 


The Committee resumed at 2.45 p.m., the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Clermont, Comtois, Gilbert, Gray, Hees, Irvine, 
Lambert, Lind, Macdonald (Rosedale), Mackasey, More (Regina City), Thomp- 
son, Wahn—(13). 


In attendance: The same as at the morning sitting and Messrs. J. J. McKen- 


nirey, Director, Machinery Branch; J. P. Reny, J. H. O’Connell and J. C. 
Stavert, all of the Machinery Branch, Department of Industry. 


Questioning of the Minister was resumed and concluded and at 4.05 p.m. 
the Minister withdrew after having been thanked by the Chairman on behalf 
of the Committee. 


The officials of the Department of Industry were called and Mr. McKen- 
nirey made a statement on the machinery programme and was questioned. Mr. 
Annis also answered questions. 


The questioning continuing, at 5.08 p.m. the Committee adjourned until 
10.30 a.m., Wednesday, January 17, 1968. 


Dorothy F. Ballantine, 
Clerk of the Committee. 
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EVIDENCE 


(Recorded by Electronic Apparatus) 


Tuesday, January 16, 1968. 


The Chairman: Gentlemen, I think we are 
in a position to begin our meeting. For the 
moment it will be of an unofficial character, 
subject to the usual reservations. 


_ As you know, our terms of reference are to 
deal with the subject matter of the tariff reso- 
lutions involving changes in our tariff arising 
out of the Kennedy Round negotiations. 

I would like to welcome everyone back. If 
it is any consolation to the members who are 
now here and to the others who are on their 
way, I should tell you that your Vice-Chair- 
man Mr. Gaston Clermont and I, have been 
here for some days working with some of this 
group of officials in helping to make the 
arrangements and also working with our 
Clerk, who has been able to distribute quite a 
bit of material, and I would like to thank 
everyone who participated in the arrange- 
ments for the efforts that were put forward. 


As you know, at our last meeting we 
agreed that our hearings would proceed in 
three stages. First we would hear from minis- 
ters and officials; second, from members of 
the public who filed briefs by January 12 and 
finally, of course, will be the preparation of 
our report to the House. 

Now, I think I should say something about 
the first part. We will be opening, as you 
know, with the Minister of Finance, and fol- 
lowing will be the Minister of Trade and 
Commerce who will begin his testimony at 
2.30 p.m. tomorrow. If our questioning of Mr. 
Sharp and his presentation conclude before 
we are able to hear from Mr. Winters, we 
will proceed with one of the officials who is 
ready to give evidence. 

Senior officials of the departments of Fi- 
nance, Trade and Commerce and Industry will 
be presenting evidence on the details of the 
tariff changes and related new programs as 
follows: from the Department of Industry, 
Mr. J. J. McKennirey, Director of the Machin- 
ery Branch on the machinery program; Mr. 
H. H. Wright, Industrial Policy Adviser on 
the Industrial Assistance Program; from the 


Department of Finance, Dr. C. A. Annis, Di- 
rector of Tariffs, will present evidence to us 
in a more detailed way of the actual changes 
in the tariff itself, and I think he will be 
grouping his evidence with respect to particu- 
lar products and commodities; in Trade and 
Commerce we will be hearing from Mr. M. 
Schwarzmann, Assistant Deputy Minister, 
who will be dealing with the export benefits 
that were negotiated as part of the whole 
package, the concessions or tariff changes 
with respect to our own tariff we are hearing 
about particularly during these hearings. 

Also in attendance will be Mr. R. Y. Grey, 
Assistant Deputy Minister of the Department 
of Finance; Mr. Loomer and Mr. Catellier of 
the Tariff Division of that Department; Mr. L. 
F. Drahotsky, Chief, Commercial Policy Divi- 
sion, Department of Industry; Mr. T. M. 
Burns, Director, Section II, Office of Trade 
Relations, and Mr. R. M. Esdale, Chief, Grain 
Division, Department of Trade and 
Commerce. 

Also present as observers will be a number 
of senior officials of the departments of Na- 
tional Revenue; Agriculture; Energy, Mines 
and Resources; Consumer and Corporate 
Affairs, and Fisheries, and I think it would 
be in order if I reported to you at this time 
those that have filed briefs by the close of 
January 12, that is to say, last Friday. 

Briefs have been filed by the Canadian Im- 
porters Association; the law firm of Gowling, 
MacTavish; the Machinery and Equipment 
Manufacturers of Canada; Electrohome Limit- 
ed; Canadian Farm and Industrial Equipment 
Institute; Canadian Manufacturers Associa- 
tion; the Consumers Association of Canada; 
the Chemical Producers Association of Cana- 
da, and the Canadian Salt Company. 

Now, before calling on Mr. Sharp, are there 
any comments on our proposed order of busi- 
ness? If not, I will ask Mr. Sharp if he is 
ready to make his opening statement. 


Hon. Mitchell Sharp (Minister of Finance): 
Thank you, Mr. Chairman. 
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The Chairman: We are now in a position to 
proceed officially, and the record will so note. 


Mr. Sharp: Mr. Chairman, members of the 
Committee, if it is acceptable to the Com- 
mittee, I would like in my statement to 
explain how the Kennedy Round negotiation 
proceeded, to re-state our basic policy objec- 
tives in these negotiations, and how we 
followed through to these objectives. 


It all began, as the Committee knows, on 
the initiative of the late President Kennedy 
who proposed a massive attack on interna- 
tional trade barriers, and persuaded the Con- 
gress to authorize negotiations on an across- 
the-board basis of a 50 per cent cut in tariffs 
with few exceptions and with even greater 
cuts in some cases. 
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In May 1963, Ministers of the GATT mem- 
ber countries agreed that the negotiations 
would proceed on the basis that as far as 
possible all tariffs should be cut by 50 per 
cent, with the barest minimum of exceptions. 
This objective was achieved in respect of a 
wide range of industrial and manufactured 
goods imported into the main trading nations. 
The 50 per cent reduction was the working 
hypothesis of the negotiations, and right at 
the outset it was agreed by the other par- 
ticipating countries that it would not be 
appropriate for Canada to proceed on such a 
basis. I had the privilege of representing 
Canada at the GATT meeting that launched 
the Kennedy Round, where it was agreed that 
we should offer concessions equivalent in 
terms of their impact on trade to those 
offered by the other participants. 

We adopted this selective, item-by-item 
approach for two reasons: first, a large pro- 
portion of our export trade consists of food- 
stuffs and raw materials for which tariffs are 
generally low, whereas our imports are large- 
ly semi-processed and fully-manufactured 
goods, which are subject to relatively high 
rates of duty. A 50 per cent cut in the level of 
our tariff would have resulted in a sharp 
increase in imports without a comparable 
increase in exports. Second, this selective 
approach enabled us to use the Kennedy 
Round to help rationalize our tariff structure. 

Within this framework we were guided by 
certain broad considerations in formulating 
our tariff offers: 

First, we wanted to make certain that there 
was a reasonable overall balance, in practical 
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trading terms, between tariff concessions we 
got and those we granted. Thus, every effort 
was made to secure every worthwhile tariff 
reduction offered by other countries but, of 
course, we gave no more than we got. 


Second, we took account of how our tariff 
concessions and the export benefits we 
obtained could contribute to the balanced 
growth of the Canadian economy. We wanted 
particularly to help our secondary industries 
to break out of the confines of our small 
national market. This we could do by getting 
reductions in other countries’ tariffs and by 
cutting the costs of producing in Canada for 
those new and expanding markets. That is 
why our tariff cuts on raw materials, semi- 
finished goods and on production machinery 
are an important part of the Kennedy Round 
settlement for Canada. 

Third, we sought and secured a reasonable 
degree of balance and reciprocity for each 
major sector of our economy and for each 
region. 

Fourth, we wanted to ensure that through 
the Kennedy Round, Canadian consumers 
would benefit from greater international 
competition. 

I would now like to comment on the out- 
come of the negotiations, on the tariff conces- 
sions we made and on what we received. 

The tariff reductions made by Canada 
cover about $2.5 billion worth of imports, of 
which about $2 billion come from the United 
States. On these imports, we have calculated 
that we are cutting the average incidence of 
our tariff by about 25 per cent. Reductions 
will be found in virtually every sector of the 
Canadian tariff. It is right, in my view, that 
in a negotiation of this unprecedented scope 
we should examine the scope for reducing 
each tariff item, just as our trading partners 
were, under the rules, obliged to consider 
reducing each of their tariff rates. 

As I mentioned earlier, the Kennedy Round 
provided us with an opportunity to rationalize 
the structure of the Customs Tariff. We fol- 
lowed what, in my view, is the right policy 
for Canada; that is, a policy of moderating 
protection. Thus we scaled down some of the 
excessively high rates in the tariff so that, by 
1972, the rates of duty higher than 20 per 
cent ad valorem will be exceptional apart 
from the rates for a few industries, such as 
textiles. 

These industries were left with somewhat 
higher protection because it was evident 
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either that greater reductions on their prod- 
ucts would create intolerable problems of 
import competition, and thus unfair burdens 
of adjustment, or that other countries were 
not offering meaningful tariff reductions on 
the same products. 
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In general, reductions on final products, 
were accompanied by reductions in the cost 
of producing those products, arising from 
reductions in the rates on intermediate prod- 
ucts and on capital equipment. Because of 
this, many manufacturers for which the 
nominal rate of tariff protection on their prod- 
ucts has been reduced will find that there 
has been relatively little decrease in their 
effective protection; that is, the protection on 
the actual value added in production in their 
factories. 


When the Kennedy Round results are fully 
implemented, rates of duty on final manufac- 
tures will generally be about 174 per cent 
to 20 per cent as compared with the 224 
per cent to 25 per cent rates now in effect. 
The rates on intermediate products will range 
downward from 15 per cent as compared with 
the present rates of up to 224 per cent. 
Many basic materials will be free or close to 
free. 


Perhaps I might comment, in this connec- 
tion, on the new tariff arrangements produc- 
tion machinery. A new tariff item, 42700-1 
was negotiated, with rates of 24 per cent 
British Preferential and 15 per cent Most- 
Favoured-Nation, covering production machi- 
nery and other producers’ equipment. This 
item replaces 18 existing tariff items, which 
had rates ranging up to 224 per cent 
depending on whether the machinery was 
held to be of a “class or kind” made in Can- 
ada. This new tariff item includes a provision 
for the remission of the duty when this is in 
the public interest and when the machinery 
imported is not available from production in 
Canada. It is this tariff item, as it appears in 
these resolutions, which is the essence of the 
“Machinery Tariff Program”, the details of 
which were announced in the House on 
December 12th by the Minister of Industry. 

Not surprisingly, the negotiation of this 
new arrangement was particularly difficult 
and protracted. In the end our trading part- 
ners accepted the proposal as a valuable 
concession, on the understanding that there 
would be an overall reduction of duty as a 
result of the remission of duties on machinery 
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not available from Canadian production. 
Canada undertook that the average annual 
incidence of the Most-Favoured-Nation duty 
under the new tariff item will not exceed 9 
per cent. This means that at least 40 per cent 
by value of future MFN imports under item 
42700-1 will consist of machinery held to be 
not available from production in Canada. 
During recent years, about sixty per cent of 
the machinery imports which will be covered 
by the new tariff item were ruled as being of 
a class or kind not made in Canada and, in 
1966, the figure was closer to 65 per cent. 
Accordingly, we do not expect any difficulty 
in meeting this commitment. 


That is all I would like to say at this stage, 
Mr. Chairman, about the scope of the tariff 
undertakings given by Canada. Perhaps I can 
now comment briefly on the other side of the 
question and look at what we received in the 
way of tariff concessions from other coun- 
tries, and I am sure Mr. Winters will supple- 
ment this when he appears before the 
committee. 


The export benefits obtained by Canada 
from its agreements with major trading part- 
ners cover, including wheat, over $3 billion of 
our current export trade. It is significant that 
in such markets as the United States and 
European Common Market the average level 
of tariffs for manufactured goods will be 
below 10 per cent when the results of the 
Kennedy Round are implemented. As a result 
of the across-the-board tariff cuts made by 
our major trading partners, export opportuni- 
ties will open up for the first time for a very 
wide range of manufactured goods. And it is 
not only our manufacturing industries that 
will gain; the scope of the negotiations was 
such that nearly all commodities including 
the products of fisheries, agriculture, mining 
and extractive industries will benefit from 
the lower barriers facing our goods in export 
markets. And, of course, the benefits will 
extend to all regions of the country. 
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Let me say a word now, Mr. Chairman, 
about “staging”. The majority of the tariff 
reductions made by Canada in the negotia- 
tions are to be introduced on the instalment 
plan over a four-year period ending on Janu- 
ary 1, 1972. Two alternative general rules 
were agreed by the trade conference. The first 
was that one-fifth of the total rate reduction 
would be introduced on January 1st of each 
year from 1968 to 1972. Alternatively, two- 
fifths of each reduction could be introduced 


236 


on July 1, 1968 with the remaining three- 
fifths being implemented in three equal 
amounts on January 1, 1970, 1971 and 1972. 
We, as well as the United States, agreed to 
proceed generally according to the first rule, 
For some products the effective date for the 
whole of the concession granted is January 1, 
1968. These include machines classified under 
item 42700-1; cigarettes, cut tobacco and 
alcoholic beverages; certain items in the 
following sectors—oilseeds, oilcake and vege- 
table oils, wire and wire products, lumber 
and lumber products and some tropical prod- 
ucts. This also applies to a few other com- 
modities where staging was considered un- 
desirable or impractical—such as_ certain 
agricultural and processed food products and 
articles for use by Canadian manufacturers. 
Changes in the chemicals and _ plastics 
schedule will be introduced in a single step 
on July 1, 1968 and these are not therefore 
covered in the Resolution before you. 

I might mention, Mr. Chairman, that after 
the results of the Kennedy Round were made 
public, a number of Canadian producers 
made their views known to us regarding the 
staging of tariff reductions on products of 
interest to them and these views were taken 
into account in formulating the government’s 
proposal as to whether or not a particular 
tariff concession should be staged. 

While on this matter of timing, I should 
mention one other aspect of the resolutions 
before you. In order to safeguard Canada’s 
position in the event that one or more of our 
trading partners should not be in a position to 
implement their commitments in accordance 
with the agreed timetable, it is proposed in 
these Resolutions that there be authority for 
the postponement by Order in Council of the 
effective date of our concessions, in whole or 
in part. 

I have already said that, in my view, there 
is no doubt the net gains to Canada from the 
reductions in other countries’ tariffs and from 
cheaper raw materials and intermediate pro- 
ducts far outweigh any adverse effects on 
Canadian producers whose protection has 
been reduced as a result of the negotiations. 
This view is reenforced by the fact that we 
have received relatively few adverse com- 
ments about the proposed reductions in our 
tariff in the six months since the results were 
made public. However, we have all along 
realized that the changing pattern of trade 
and production that will emerge in the next 
few years, as the phased tariff reductions 
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take place, will involve transitional problems 
for many firms if they are to take advantage 
of the new _ opportunities for improved 
efficiency and productivity. In my Budget 
Speech on June Ist, I pointed out that it was 
the Government’s intention to make available 
suitable measures to assist in making the 
necessary adjustments. 


The Prime Minister announced the intro- 
duction of an Adjustment Assistance Program 
relating to the Kennedy Round on December 
27th. The principal features of this program 
are: First, an offer by the Government of 
insurance of the major share of the risk of 
loss on industrial adjustment assistance loans 
made by private lenders. Second, direct Gov- 
ernment loans for any cases of real hardship. 
Third, technical assistance, on a shared-cost 
basis, to manufacturers in preparing adjust- 
ment proposals for the purpose of improving 
their production, managerial, marketing and 
financial operations. This program is designed 
on the one hand to help expand secondary 
industry and make it. more productive, and 
second, to assist the small minority of compa- 
nies who may be hurt by Canadian tariff 
changes. It has been built on the experience 
gained from the automotive adjustment 
assistance program, but will be administered 
by a separately constituted board. I might 
also mention that while it would clearly be 
beyond the scope of adjustment assistance to 
provide for the financing of general expan- 
sion of Canada’s manufacturing industries, 
the Government will maintain a close watch 
on the impact of the Kennedy Round tariff 
changes on all segments of the economy and 
will be prepared to consider, if necessary, 
further appropriate and workable programs 
consistent with the one I have just outlined. 

Another very important element of the 
Kennedy Round package for Canada is the 
new code to govern the application of anti- 
dumping duties. The new convention requires 
that before anti-dumping duties can be 
applied, there must be a positive decision by 
the national authorities that there has in fact 
been injury or a threat of injury to a domes- 
tic industry. As I have mentioned on previous 
occasions, this requirement will not preclude 
Canada from applying anti-dumping duties 
quickly and effectively when dumping threat- 
ens injury to Canadian producers. In agreeing 
to adhere to the new code, Canada will 
benefit from some major improvements in 
United States anti-dumping procedures, 
which in the past have given rise to a great 
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deal of harassment to our exports to that 
market. 

The new convention lays down rules within 
which all signatories must operate. Canada 
will need new legislation by mid-1968 to con- 
form with the code and this will provide us 
with an opportunity to modernize our anti- 
dumping legislation, which remains little 
changed from the original law of 1904. 
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Because of the importance of the anti- 
dumping provisions in our tariff system, I felt 
that it was important to obtain the view of 
interested parties on the kind of legislation 
Canada should adopt within the terms of the 
new convention. A special committee under 
the Chairmanship of Mr. George Glass, the 
First Vice-Chairman of the Tariff Board, who 
is here this morning, was established to 
receive these representations. I might men- 
tion that the business community has taken 
this opportunity to make its views known and 
a number of valuable proposals and sugges- 
tions were put before the Committee. The 
Committee has now completed its hearings 
and we are in the process of drafting the 
proposed statute. I hope to bring our propos- 
als before the House at an early date. That 
will provide an occasion for a detailed exami- 
nation of this important issue. 


Thank you Mr. Chairman. 


The Chairman: Thank you Mr. Sharp. 
Before calling upon Members of the Commit- 
tee for any questions they may have, I think 
we should recognize that a number of the 
members here have braved rather adverse 
weather conditions to be with us and other 
members are actually on their way and 
expect to be with us this afternoon. Members 
who have questions or comments will signify 
in the usual way. I recognize Mr. Clermont, 
followed by Mr. Lambert and Mr. Macdonald. 


Mr. Clermont: Mr. Chairman, what will be 
the line of questioning allowed by the Mem- 
bers of this Committee? Have you any 
suggestions? 


The Chairman: I think we would be in 
order in receiving questions or having discus- 
sions acceptable by the Chair if this were a 
Committee of the Whole House. At the same 
time, we should keep in mind two things. 
First of all, we have senior officials whom we 
can question directly on the details of the 
various programs alluded to by the Minister 
and, of course, they will be following the 
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Minister and Mr. Winters. In fact some may 
be heard even before Mr. Winters if we pro- 
ceed rather quickly. Secondly, even though it 
is understood that the Chairman of the Com- 
mittee of the Whole House permits quite a 
degree of latitude in discussions and resolu- 
tions of this type, we are, in fact, bound to 
keep in mind that we are considering a sub- 
ject matter which deals basically with 
changes in the Canadian tariff and obviously 
we have to look at that in a wider context. I 
think we should adopt some sense of respon- 
sibility in our approach to the questions. I do 
not think I need to say anything more at this 
time. 


Mr. Clermont: To whom will we direct our 
questions, Mr. Chairman, about machinery 
and equipment policy? Will the Minister of 
Industry or one of his officials be here? 


The Chairman: I think the best thing to do 
if we are dealing with questions regarding a 
broader policy and which you feel would be 
more appropriately directed to the Minister, 
is to direct them to the Minister. If the Minis- 
ter feels we should reserve these questions 
for more detailed consideration by the 
officials, he could so indicate or I might 
express my own view as Chairman. But I do 
think, since we have the Minister with us and 
because of his capacity he can deal rather 
freely with the broad policy aspects, we 
should take advantage of this opportunity. 


[Translation] 

Mr. Clermont: Here is my first question, 
Mr. Chairman. It is directed to the Minister 
of Finance. Mr. Minister, during the negotia- 
tions which resulted in the Kennedy Agree- 
ment on July 1, 1967, during those negotia- 
tions, a committee was set up which enabled 
Canadian manufacturers in all three sectors 
of our industry: primary, secondary or ser- 
vices, to make representations before this 
Committee in order to provide our negotiators 
in Geneva with all necessary information. 
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[English ] 

Mr. Sharp: Yes, Mr. Chairman, I was the 
Minister of Trade and Commerce at the time 
and we established a committee to which we 
invited all interested parties to make their 
views known in advance of the negotiations. 
We made it quite clear that these negotiations 
would be of far-reaching scope, that every 
tariff item was a possible target for reduction 
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in the negotiations and that committee 
received, I suppose, hundreds of representa- 
tions both written and oral. Never before, I 
believe, was so much opportunity given to 
industry to express its views on any tariff 
negotiations and this is understandable 
because never before had there been a tariff 
negotiation of such broad scope. 


[Translation | 


Mr. Clermont: But during the negotiations, 
Mr. Minister, were the companies which 
made representations to the committee by 
sending briefs or otherwise Kept well 
informed on the development of the negotia- 
tions? Or were they placed before a fait 
accompli after the signing of the agreement? 


[English] 

Mr. Sharp: Perhaps I should say this Mr. 
Chairman. In negotiations of this kind gov- 
ernments are negotiating with governments 
and they are negotiating the best deal that 
they can make in over-all terms with other 
countries. We were seeking the maximum 
reduction in other countries’ tariffs and we 
tried, of course, in a negotiation like this to 
give up no more than was necessary in order 
to obtain these concessions. Industry was not 
privied nor were they acquainted with the 
details of each stage of the negotiations 
because that would have been inappropriate. 
This would have been contrary to the princi- 
ples upon which such negotiations can be con- 
ducted. However, we did consult very care- 
fully with industries, knowing in our own 
minds the objectives we had and also being 
aware of the concessions that were being 
requested by other countries in our tariffs. I 
can assure you, Mr. Chairman, we consulted 
very closely with all the industries that we 
knew were going to be affected, but we could 
not, of course, give them any undertakings 
about the final outcome. That would have 
been quite wrong. The government had to 
take the responsibility for a negotiation of 
this kind and has to defend the deal it made 
both to those affected and the general public. 


[Translation] 

Mr. Clermont: Mr. Chairman, if in some 
sectors, Canada’s secondary industry is con- 
sidered to be hurt because of the Kennedy 
Round Agreements, will the Adjustment As- 
sistance Program be the remedy? 


[English] 


Mr. Sharp: The whole of this Kennedy 
Round is being handled on a transitional basis. 
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The very fact that the reductions are to be 
staged over a period of five years gives an 
opportunity for industry to adjust itself. The 
Prime Minister announced a system for facili- 
tating that adjustment by giving the indus- 
tries who would be affected, both in terms of 
possible damage or in terms of their adjust- 
ment to increasing opportunities, a preferred 
position in obtaining financing to make that 
transition. When one considers, as I have 
pointed out here, the limited scope of the 
reductions involved I believe it is fair to say 
that the transitional problem for Canadian 
industries is very much less and very much 
less severe than is the transitional problem 
for practically all the major trading countries 
in the world. 


Mr. Clermont: I understand, Mr. Minister, 
that the apprehension of our secondary 
Canadian industries is not for the first year 
but when it reaches the final stage by 1972. 


Mr. Sharp: Yes. 
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Mr. Clermont: In your remarks and in the 
Prime Minister’s press release regarding the 
transition period you mentioned that it will 
be mostly the small secondary firms that will 
be hurt. You said that in the technician field 
they may be out up to 50 per cent and if they 
cannot obtain loans from banks or other 
firms, the government would make loans 
directly to them. I understand, at present, 
your department is conducting negotiations 
with the banks. 


Mr. Sharp: That is right. 


Mr. Clermont: Speaking about negotia- 
tions—whether with the banks, the govern- 
ment or other companies—what will be the 
rate of interest on those loans? Will it be at 
the market rate or will there be a special 
rate? In your press release you mentioned it 
would be mostly the small firms that would 
be affected and if that is the case, their budg- 
ets will be very heavily taxed if the interest 
is too high. 


Mr. Sharp: I would expect that the loans 
would be available at market rates of 
interest. 


Mr. Clermont: Which could mean that it 
could be as high as 8 per cent. 


Mr. Sharp: No, I do not think banks are 
charging anything like 8 per cent. 
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Mr. Clermont: Has the ceiling rate not been 
raised? 


Mr. Sharp: No. 
Mr. Clermont: Not yet? 


Mr. Sharp: I am not certain whether it is 
off or not. It is probably off, now, but the 
prime rates of lending are not worth anything 
like that. 


Mr. Clermont: Are you confident that the 
banks or other lending institutions will not 
remove the ceiling rate to take advantage of 
the situation? ' 


Mr. Sharp: No; as I said on many occa- 
sions, I would like interest rates to be lower. 
But we are not going to reduce interest rates 
by wishing for it, nor can we do it effectively 
by law. What we have to do, as I have said 
on several occasions, is reduce the demands 
that governments are making on the market 
and, secondly, to try to change the psycholo- 
gy of the market. One of the principal reasons 
why interest rates are high today is people 
believe that inflation is going to continue. 
This is true throughout the world. It is true 
in the United States, true in Europe and true 
here. I consider that to be one of the major 
problems facing the world and facing this 
country. It is a problem that is shared by all 
industry—those that are affected by the Ken- 
nedy Round, those that are affected by other 
adverse circumstances, those that would like 
to expand and take advantage of increased 
opportunities as well as those that are feeling 
greater competition. I do not think that that 
situation can be remedied by making an arbi- 
trary reduction in interest rates at the general 
expense, which is the way it would have to 
be done. I believe the problem is of a general 
character and the kind of adjustment assist- 
ance that the government is proposing to help 
the industries obtain the financing they could 
not otherwise get as well as giving them tech- 
nical assistance, is far more effective than 
would be lending money at less than market 
rates at the expense of the general economy. 


Mr. Clermont: Could the government and 
these institutions not do both? Could they not 
give technical help and subsidies on the inter- 
est for the small firms? I am not speaking 
about the ones that can take care of 
themselves. 


Mr. Sharp: The problem we face is that the 
Kennedy Round reductions in tariffs are a 
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particular problem and one that the govern- 
ment recognizes a general responsibility for, 
because the government is making these 
changes as part of a general effort to improve 
the competitiveness of the Canadian economy, 
to make it more efficient, to reduce prices to 
consumers and to reduce the cost of produc- 
tion to manufacturers. 
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There are other people, of course, in the 
economy who are suffering under adverse cir- 
cumstances arising not from the Kennedy 
Round at all, but simply from general com- 
petitive conditions and I would doubt very 
much whether it would be right for the gov- 
ernment to subsidize interest rates to that 
particular group. I believe it has a responsi- 
bility, however, to see that those firms can 
obtain the financing which they could not oth- 
erwise get to make the transition because 
their position has been weakened as a result 
of the reductions in the tariff. This is why the 
government has a responsibility to help them 
in financing. But to select that group of peo- 
ple as being the particular recipients of a 
subsidized interest rate would, I think, be a 
kind of discrimination against other indus- 
tries who are suffering adversity for no rea- 
son that is directly associated with the 
government. 


[Translation | 


Mr. Clermont; Mr. Minister, I think that 
following the announcement of the Adjust- 
ment Assistance Program by the government 
two objections came from the public. First of 
all, why did this help not come sooner and 
secondly, why should this assistance be 
administered by a new commission while 
there is already one instead of using the pres- 
ent one which is administering the Automo- 
tive Adjustment Program? 

[English] 

Mr. Sharp: I am not quite sure whether I 
understood the second part of your question, 
but I will deal with the first part, the adjust- 
ment assistance will be available in time. 
Nothing very much happened on January 1. 
There is a very small amount of adjustment 
of tariffs involved and as you said yourself, 
sir, the problem is toward the end of the 
period rather than at the beginning. 

On the other point about the adjustment 
assistance, we felt that the problem on the 
Kennedy Round was not exactly the same as 
it is in the automotive agreement. The 
automotive agreement is more than an agree- 
ment on tariffs. There is agreement about the 
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sharing of North American business and so on 
and the kind of problems involved on adjust- 
ment assistance to facilitate the best results 
from the automotive agreement is not the 
same and to have confused the two would 
have done a disservice to those who will be 
applying for adjustment assistance under the 
Kennedy Round. This is the reason that we 
did this. We do not believe that it will result 
in any waste; we do not think that there will 
be any duplication of government machinery. 


[Translation | 


Mr. Clermont: My last question then at this 
stage, Mr. Minister, is the following: with 
regard to the anti-dumping legislation or the 
law concerning injury and damages to an 
industry, I think that in some sectors of 
Canadian industry, in particular in the sector 
of agricultural products, we find a certain 
apprehension with regard to the injury, nui- 
sance and damage to an industry. You men- 
tioned that a committee was established to 
receive representations from concerned 
associations. Has your committee received 
any representations from the Canadian Feder- 
ation of Agriculture in this matter? Concern- 
ing the anti-dumping legislation and with 
regard to injury or threat of injury to a prod- 
uct, I could give you an example among 
others. Let us use the example of eggs. Let us 
suppose that within a year or two the cost 
price for eggs in the United States would 
amount to 28 cents and that the United States 
have a great surplus of eggs. If they offer 
their eggs to Canada at 30 cents and the price 
of eggs in Canada at that time is 35 cents, it 
would then not take very long before the 
price of eggs in Canada would be reduced to 
30 cents. 
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[English] 

Mr. Sharp: Well, sir, on the first question, 
the committee set up to examine the anti- 
dumping legislation has received representa- 
tions from the Canadian Federation of 
Agriculture and from the horticultural socie- 
ties. They have made representations on all 
these questions of dumping because I agree 
with you that dumping can affect agricultural 
products just as much as it can affect manu- 
facturing products. However, there are two 
kinds of problems in agriculture that emerge 
quite clearly. One of them is the problem of 
dumping but the other is a different kind of 
problem which arises not from dumping, 
because dumping is selling abroad cheaper 
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than you are selling at home, but simply that 
these products are offered at very low prices. 
Now, that is not dumping and no type of 
anti-dumping law could affect that. 

We are very conscious of this and we have 
been looking at a number of problems in this 
field recently, but it is not to be confused 
with the problem of dumping itself. 


[Translation] 


The Chairman: Thank you, Mr. Clermont. 
Now, questions from Mr. Lambert. 


[English] 
Mr. Lambert, please? 


Mr. Lambert: Mr. Minister, for the pur- 
poses of clarification, am I right in assuming 
that the customs tariff is being reduced effec- 
tive January, 1968, within the terms of the 
agreement under the Kennedy Round? This is 
being provided for in, I think, Resolution 
number 8, but what of 11? I take it there is 
authority that the enactment can make these 
changes effective January 1, 1968, or before 
July 1, 1968, and you did say in the first para- 
graph of your statement, on page 4: 


that there be authority for the postpone- 
ment by Order in Council of the effective 
date of our concessions, in whole or in 
part. 


Is this provided for by Resolution number 
be 


Mr. Sharp: The purpose of putting in the 
date of July 1 or such later day as Governor 
in Council may, before the first day of Janu- 
ary, 1968, fix by proclamation was to guard 
against the possibility that the United States, 
for example, might decide not to bring the 
Kennedy Round reductions into effect on 
January 1. They have, so that particular 
problem has disappeared. 

Resolution 12 is intended to give the gov- 
ernment the flexibility to delay the 
implementation of particular items if there 
are particular items that other countries 
decide not to bring into effect. It is more 
selective. 

Resolution 11 enables us to delay the whole 
of the schedule; Resolution 12 to delay par- 
ticular items in whole or in part. 


Mr. Lamberti: Resolution 11 also gives au- 
thority with respect to other countries. It is 
not only with respect to... 


Mr. Sharp: No; I gave that as an example. 
as the one that concerns us most of the time. 
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Mr. Lambert: Within the Kennedy Round 
negotiations was there any undertaking by 
any of the negotiating countries that, notwith- 
standing any agreement they may make with 
regard to tariff, they will not bring in non- 
tariff restrictions which will have the effect of 
maintaining their present or higher tariff 
levels? 


Mr. Sharp: This has been the object of the 
general agreement on tariffs and trade ever 
since it was brought into effect at the end of 
the war. We have established there a series of 
trading rules just to prevent that sort of 
development. It was recognized that unless 
you have such a series of rules it would be 
possible to vitiate the effects of any conces- 
sions of this kind simply by bringing in some 
control of the volume, some health rules, 
some change in the underlying rules affecting 
the movement of goods, that would offset the 
effect of a tariff reduction negotiated with 
another country. 
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The general rules of GATT prevent that 
happening and what the general rules of GATT 
say is that if any country does that, then you 
are entitled to demand from them either 
another concession of equal value, or to with- 
draw yourself from that country a concession 
of equal value to it, and that is decided in 
the GATT whenever such issues arise. 


Mr. Lambert: I am leading up to this 
because we have been hearing some rather 
disconcerting noises coming forth from the 
United States, and some forecasts that in this 
election year there may be tendencies 
towards stepping up a protectionist attitude 
in certain parts of the United States; a good 
number of the reports we have heard concern 
commodities in which Canada would be very 
directly interested. I was wondering, within 
the terms of both GATT and the Kennedy 
Round, whether we had undertakings from 
the American authorities that this would not 
happen. 


Mr. Sharp: The only undertaking you can 
get from any United States authority is that 
that would not be permitted by the President 
nor by the administration. No one can commit 
Congress except members of the Congress 
themselves. However, so far most of these 
alarmist reports obviously have been exag- 
gerated and none of the dire consequences 
that were predicted have come to pass. We 
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believe that the United States administration, 
having entered into this agreement, intends 
that it shall be carried out. If the administra- 
tion fails to hold that position then, of course, 
it would be open to us, or to any other 
offended party to negotiate with the United 
States and to demand compensation or, alter- 
natively, to withdraw concessions of value to 
the United States. 


My own estimate of the situation is that the 
forces of protectionism are not going to pre- 
vail in the United States. I believe the United 
States recognizes the great gains to the econo- 
my of the United States that have taken place 
in the post-war years as the Americans have 
brought their tariff down from what was at 
one time regarded as the highest in the world 
till now, as I said in my opening statement, 
the average incidence of the American tariff 
is below 10 per cent. There are very few rates 
now that are above 10 per cent so this is 
tremendous progress, and I for one feel that 
the United States has set a great example of 
leadership to the world, and I do not believe 
that the forces of protectionism are going to 
prevail again. 


Mr. Lambert: Do you have the same feeling 
of optimism with regard to the Common Mar- 
ket countries about non-tariff restrictions and 
the effectiveness of this particular agreement 
in so far as it concerns Canada? 


Mr. Sharp: I fully expect that the Common 
Market will carry out its undertakings; I have 
no reason to think that it will not. I do not 
believe that in the Common Market, in rela- 
tion to the external world, the forces making 
for freer trade are as strong as they are in 
the United States today, but I do believe that 
they will carry out this agreement 
scrupulously. 


Mr. Lambert: What do you assess as the 
effect of the uncertainty of Great Britain 
being able to enter the Common Market? 
How is this going to affect this development, 
because we are starting out under this Ken- 
nedy Round Agreement for the next five 
years? How is this likely to affect Canada? 


e 1130 


Mr. Sharp: The British government entered 
the Kennedy Round negotiations prepared to 
make an across-the-board 50 per cent cut, 
and I think it is fair to say that there are 
fewer exceptions in the British list than in 
the list of any other country. That is, they 
adhered as strictly as anyone else to the gen- 
eral 50 per cent rule. Their application to 
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enter the Common Market does not in any 
way affect that particular obligation. If they 
join the Common Market, of course, then 
they adopt the tariff rules of the Common 
Market itself. The entry of our goods into the 
British market, if it becomes part of the 
Common Market, is affected; so are the rules 
affecting all other countries. But as far as the 
Kennedy Round is concerned, the British par- 
ticipated in it more fully than any other 
country I know. 


Mr. Lambert: As a follow-up then, since we 
are in a transitional period with regard to the 
Kennedy Round amendments to our tariff 
structure, do you anticipate that this will be 
further complicated within that five-year 
period by Britain’s entry into the Common 
Market? 


Mr. Sharp: It will not be complicated. The 
GATT provides for the operation of customs 
unions, which the Common Market is. It pro- 
vides for the operation of free trade areas, to 
which Britain now belongs—the AETNA 
group. It will affect the currents of world 
trade, but it will not in any way be contrary 
to the undertakings that Britain has given in 
the Kennedy Round. 


Mr. Lambert: Implicit in that question, of 
course, is whether you are of the opinion that 
Britain will be able to get into the Common 
Market within the next five years. 


Mr. Sharp: I am as uncertain about that as 
I am about the outcome of the Liberal leader- 
ship race. 


Mr. Lambert: But should there not be a 
parallel as to hope? Thank you, Mr. 
Chairman. 


The Chairman: I now recognize Mr. Mac- 
donald. I have following on my list Mr. Wahn 
and Mr. Lind; if there are others who would 
like to signify at this time, I will add their 
names as well. 


Mr. Macdonald (Rosedale): Mr. Minister, as 
I understand it, the Kennedy Round negotia- 
tion was negotiated within the GATT frame- 
work. Just as a starter, and for my own 
information, is the GATT still only under 
provisional application 21 years later? 


Mr. Sharp: So I believe. The GATT has one 
great advantage over most international 
organizations; it has a very small secretariat. 
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Mr. Macdonald (Rosedale): I see. Is that the 
chief reason for not bringing it into definitive 
application? 


Mr. Sharp: No; you may recall there was a 
proposal in Havana for the formation of an 
international trade organization. Those 
negotiations broke down, so they decided 
instead to have just a general agreement 
relating to tariffs and trade. Notwithstanding 
its provisional and rather tentative character, 
it has been one of the most successful inter- 
national organizations that has existed. 


Mr. Macdonald (Rosedale): So the inhibi- 
tions against quantitative restrictions are as 
binding in a practical way as if it were in 
definitive application. 


Mr. Sharp: That is right. 


Mr. Macdonald (Rosedale): Mr. Lambert 
referred to the relationship of these non-tariff 
barriers, and I have in mind not only that 
kind of arrangement but also voluntary 
quotas. To what extent did the elimination of 
these types of protection enter into the bar- 
gaining in the Kennedy Round? 


Mr. Sharp: That is on voluntary export 
restrictions? 


Mr. Macdonald (Rosedale): Well, changing 
the arrangement; we have certain arrange- 
ments for voluntary limitation of exports. 


Mr. Sharp: It did not enter into our bar- 
gaining; we are not certain about other 
countries. 


Mr. Macdonald (Rosedale): I see. And we 
did not seek, in a general way, reduction of 
quantitative restrictions by others as part of 
the tariff bargain? 


Mr. Sharp: I am not quite sure that I 
understand the question. 


Mr. Macdonald (Rosedale): Well, let us 
assume the effective protection in the other 
country was not by tariff, but by quantitative 
restriction. That, presumably, is what we 
should have been trying to reduce under the 
Kennedy Round. Was that option open to us 
in bargaining? 


Mr. Sharp: There are two kinds of quantita- 
tive restrictions, I suppose. There is the one 
imposed by the importing country... 


Mr. Macdonald (Rosedale): That is what I 
was thinking of. 
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Mr. Sharp: ...and the other that is 
imposed voluntarily by the exporting country. 


Mr. Macdonald (Rosedale): Yes. 
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Mr. Sharp: As far as the voluntary quotas 
were concerned, they did not enter into our 
negotiations. But of course, any quantitative 
restriction imposed on imports was certainly 
part of the bargain because that is just as 
effective a restraint—indeed, more efifec- 
tive—on the volume of our trade as the exist- 
ence of tariffs themselves. But there are not 
very many of these quantitative restrictions 
outside of agriculture today, so this has not 
been an important factor in the negotiation of 
the bargain relating to industrial goods. 


Mr. Macdonald (Rosedale): You proceeded 
on an assumption from a Canadian standpoint 
of reciprocal concessions. Was any considera- 
tion given, particularly in the area of the 
industrial components of Canadian secondary 
manufacturing, to the possibility of extending 
unilateral concessions without seeking a 
reciprocal reduction? 


Mr. Sharp: No, Mr. Macdonald. I remember 
once having a discussion with a professor 
about this subject who was very much in 
favour of free trade for Canada. He felt that 
was a policy very much in the Canadian 
interest, to which I said that the theoretical 
argument for free trade has been accepted a 
long time ago. There is no one who has gone 
through the exercise who does not agree that 
theoretically free trade is an admirable con- 
cept, but I said, “It is better if you can get 
free trade accepted by the other countries as 
well as your own”’’. 

In other words, when we enter into these 
negotiations we are seeking freer trade, and 
one of the effective means of bargaining for 
freer trade is to offer concessions in your 
market in return for concessions in the other 
country’s market. 

For example, there are some who argue 
that the policies followed by Canada since the 
inception of the national policy many long 
years ago have not been in the interests of 
Canada; we have not had the industrial devel- 
opment that we should have had. Now, that 
may or may not be so, but what is certainly 
clear is that what has interfered most with 
the process of industrialization in Canada has 
been the American tariff on manufactured 
goods, and the most important thing that we 
gained in the Kennedy Round was the very 
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large reduction in the protection around 
American industry. 

When I pointed out here that the number 
of tariffs around the United States, now about 
10 per cent, is very, very few that is a meas- 
ure of how far we have come. We have a 
much greater opportunity of expanding our 
industry because now we have access to the 
North American market on such terms that 
we should be able to compete. 


Mr. Macdonald (Rosedale): If I could just 
put it into the metaphor of a steeplechase, we 
have perhaps lowered the jumps a little going 
into the United States, but are we not hand- 
icapping ourself with added weight by impos- 
ing high Canadian tariffs on the components 
of the manufactured products? Could the 
argument not be made that we should have 
been prepared to reduce very sharply the 
Canadian tariff on the components going to 
make up the cost of the manufactured prod- 
ucts, sO we would have an even better 
chance of getting into the American market? 


Mr. Sharp: We did achieve quite a good 
deal in the Kennedy Round by way of tariff 
reductions to improve the competitive posi- 
tion of Canadian industry. We concentrated 
on the cost of manufacture, and many of the 
most important reductions are made in the 
components, the semi-processed goods and 
the raw materials that enter Canada; and we 
got paid for that, that was the important 
thing. 


Mr. Macdonald (Rosedale): Yes. 


Mr. Sharp: If we had done that not as part 
of this bargain but unilaterally we would not 
have improved the position of Canadian in- 
dustry as much as we did by combining both 
of these processes of using the reductions that 
we made in the Canadian tariff to obtain 
lower tariffs on the entry of our goods into 
the markets of our trading partners, in 
manufactured goods particularly. 
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This process of tariff bargaining is a very 
curious one in a way, because I agree with 
you that there may be occasions when it is in 
the interests of Canada to take this action uni- 
laterally, and we are not really, in making 
these concessions, doing ourvelves harm. It 
may be very much in our interest to reduce 
our tariffs, simply from the point of view of 
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reducing the cost of living or making our- 
selves more competitive. But it is better, 
nevertheless, to use those concessions to 
reduce the tariff of another country because 
then you get a double benefit. 


Mr. Macdonald (Rosedale): It seems to me 
one of the problems we have in going into 
this negotiation is that we cannot for example 
offer as a concession the market the EEC, or 
Britain can. We have not got a big enough 
earat to offer. So perhaps we should not be 
thinking about carats and we should just be 
thinking about our industrial costs. 


Mr. Sharp: Except that we are one of the 
biggest importers of manufactured goods in 
the world. It is an important market. 


Mr. Macdonald (Rosedale): Let us talk 
about a specific item; namely the item of 
machinery which we have talked so much 
about. From just looking at the items here in 
the proposed resolution, it appears to me that 
the net effect of the changes is to make the 
Canadian tariff protection on machinery high- 
er, rather than lower, apart altogether from 
the 9 per cent escape clause. 


Mr. Sharp: If that had been so, we would 
not have secured any concessions in return, I 
can assure you. 


Mr. Macdonald (Resedale): In fact, is Brit- 
ish machinery not paying a higher tariff or 
will it not pay a higher tariff coming into 
Canada now? 


Mr. Sharp: The general effect of the 
changes that we have made is to reduce the 
level of protection around the Canadian 
machinery industry and more particularly, 
however, it has been judged by our trading 
partners to be a valuable concession in terms 
of being able to sell more machinery in Cana- 
da. If that had not been so, we would have 
been unable to use it in bargaining. You may 
have noticed, I made a special point of this in 
my statement when I said that not surprising- 
ly the negotiation of this new arrangement 
was particularly difficult to protract because 
some of our trading partners at the outset 
wondered whether this was really a conces- 
sion or not. But after they had examined it 
closely, they came to the conclusion that we 
were effectively opening our markets. 


Mr. Macdonald (Rosedale): Just to close this 
question but with respect to the unilateral or 
non-carat approach, has any study ever been 
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made of the effect on Canada’s position if we 
did take this approach? 


Mr. Sharp: Yes, I think that nearly every 
government entering into an international 
negotiation has had a good look at that propo- 
sition. The conclusion each of them has made 
is that it is better to get a concession in your 
trading partner’s market in return for one 
that it may be in your own interest to make. 
This is the essence of the argument. 


Mr. Macdonald (Rosedale): May I go on to 
another subject? Is it appropriate to ask you 
about food aid or should I reserve that to Mr. 
Winters? 


Mr. Sharp: I think it would be better to ask 
Mr. Winters. 


Mr. Macdonald (Rosedale): With respect to 
the convention on dumping, how does it differ 
from the existing arrangements under Article 
VI of the Gatt, except in so far as counter- 
vailing duties are concerned? 


Mr. Sharp: Mr. Chairman, since we are get- 
ting into a very technical field, whether this 
is not a subject that should be referred to the 
official. 


Mr. Macdonald (Rosedale): When we get 
Mr. Grey live, then we can go on. 


Mr. Sharp: That is right! 


The Chairman: He is in a position to deal 
with the progress that has been made in this 
complex topic later on in our hearings. 


Mr. Macdonald | (Rosedale): Would that 
apply also to some of the more detailed ques- 
tions about items in the Schedule? 


Mr. Sharp: I think that you would get more 
out of these hearings if you cross-examined 
the officials on some of these matters. It is not 
that I am reluctant to discuss them; it is 
simply that I am thinking about the use of 
the Committe’s time. 


Mr. Macdonald (Rosedale): Yes. A final 
question then of a general nature. The ques- 
tion of border taxes, was that within the 
Kennedy Round framework at all? 


Mr. Sharp: I would like, Mr. Chairman, to 
make a statement on this question. I do not 
know whether this is an appropriate time but 
I would like, before I leave today, to make a 
statement about this because I think the mat- 
ter is of Some importance. 
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The Chairman: I think, Mr. Sharp, we 
should take advantage of your presence right 
now so that we will not have any schedule 
problems later in the day, if you do not mind. 
I think that meets the accord of the 
Committee. 
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Mr. Sharp: I am glad to have an opportuni- 
ty Mr. Chairman, to make it quite clear what 
Canada would do if the United States decides 
to levy a new tax on imports and make an 
allowance on exports. 


The President’s statement of January 1, 
1968, made clear their concern, thai is, the 
concern of the United States, over the disad- 
vantages to American trade arising from the 
tax rebates on the exports of other countries 
and special border charges on imports. He 
indicated that they were planning consulta- 
tions and possibly action in this field them- 
selves. It is reported that one _ possibility 
being considered in Washington is some form 
of payment on exports and corresponding 
levy on imports. This might be taken as 
offsetting the burden of certain United States 
taxes that become incorporated in the costs of 
production. 

Should the United States decide to apply 
some such surtax and allowance system, the 
government would consider immediately 
whether Parliament should be asked at once 
to enact a similar export allowance and 
import surtax, with effect to apply to trade 
the same day as the United States provisions. 
The rates of import surtax and export allow- 
ance would be designed to offset the effect on 
Canada’s trade with the United States and, 
indeed, with third countries, of whatever 
action is taken by the United States, so as to 
leave Canada’s competitive position un- 
changed. The United States authorities are 
already aware that this is what we would do 
and I am confident they would understand 
and accept such action. 

I do not think, Mr. Chairman, that I can go 
into any further details at this stage, for the 
obvious reason that the details of the action 
we might take are bound to depend on the 
precise nature of any action which may be 
taken by the United States. 


Mr. Macdonald (Rosedale): Just to complete 
my questioning on this. Is there a specific 
timetable set yet for American discussions, 
particularly with the EEC on this question of 
border taxation? 
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Mr. Sharp: I cannot speak for the United 
States Government but I do know that when 
I met with the American officials here two or 
three weeks ago, when they announced their 
new balance of payments measures, they 
talked about having negotiations with the 
EEC countries but I am not quite sure just 
how far they have proceeded. 


Mr. Macdonald (Rosedale): 
merits of our 
negotiation? 


What are the 
participating in that 


Mr. Sharp: We are not as much concerned 
quantitatively as the Americans are but we 
are concerned in principle about these Euro- 
pean taxes. Personally, and I think I speak 
here for the government, we would prefer 
that the Europeans should not proceed with 
these border taxes and border allowances 
because we fear the possibility of getting into 
a series of rebates and taxes that simply pro- 
vide a further encumbrance on international 
trade. We would much prefer to see a situa- 
tion in which these practices were not fol- 
lowed. However, that is just a preference, 
and if the United States feels that it has to 
take measures of this kind, I have made it 
quite clear that the government would have 
to consider asking Parliament to take similar 
action. 


Mr. Macdonald (Rosedale): Thank you, Mr. 
Chairman. 


The Chairman: A supplementary question, 


‘Mr. Lambert. 


Mr. Lambert: At this point I have a supple- 
mentary question. Some of these export 
incentives do exist in other countries with 
which Canada has trading relations and I 
understand for instance from representations 
by the canned fruit and vegetable industry 
here in Canada, that we are facing intense 
competition as a result of this. For instance, I 
believe in Australia, to take an example, 
there is a double labour-cost allowance vis-a- 
vis income tax, with regard to any canned 
fruits which may be exported. This is the 
type of thing that I think we are concerned 
about. 


Mr. Sharp: There are particular problems 
of this kind that arise in the course of work- 
ing out trading rules. I think the Europeans 
for example, justify the system that is becom- 
ing widespread in these countries on the basis 
that there are incorporated into the costs of 
export goods indirect taxes that were only 
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meant to apply on domestic production. 
Therefore, they have introduced a system of 
rebates. You get the tax back. It was not 
intended to apply on exports; it was intended 
to apply only on domestic production. 
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Our system here, as you know, is not to 
apply federal sales tax, for example, on 
exports, but, of course, certain forms of 
indirect taxes do work their way into the 
costs of production. We have the same type of 
problem—I do not know to what degree—that 
the Europeans have. The Americans and our- 
selves depend far more upon direct taxes to 
raise our revenues, and one of the arguments 
that the Americans have put up is that just 
because they raise more of their revenues by 
direct taxes on income, whether of corpora- 
tions or of individuals, does not justify this 
sort of discriminatory treatment on exports 
and imports. This is the general argument 
that has developed, but there are always 
going to be individual cases of this kind. 

It is when the system becomes generalized 
that it begins to cause great concern, and it 
has caused great concern to the United States; 
it has caused some concern to us. But the 
United States, for example, points out that 
the European Common Markets have big 
surpluses on balance of payments, and here 
they are paying allowances on exports and 
making an import surcharge at the same time 
that the United States, which has quite a big 
balance of payment deficit, is not following 
these practices. That is why the problem has 
now emerged in a particularly acute form. 
But there are always individual cases where 
there are disputes about whether some sort of 
subsidization is going on, or some unauthor- 
ized rebate is being practised; and the GATT 
exists to deal with those questions. I think, on 
the whole, it is a fairly effective instrument 
for this purpose; it is certainly greatly superi- 
or to the condition that existed before the 
formation of the GATT, when there was just 
a free-for-all. 


Mr. Lambert: I suppose it might be said 
that there may be some fingers pointed at our 
proposals for the adjustment assistance pro- 
grammes, that this might, in effect, be an 
indirect form of subsidy to a firm that has 
some domestic market and some export 
market. 


Mr. Sharp: All I can say, Mr. Lambert, is 
that the question has never been raised; no 


Finance, Trade and Economic Affairs 


January 16, 1968 


one has ever pointed the finger at us, or at 
anyone else, for following these practices. 
This is considered to be very remotely con- 
nected with whether export or import prac- 
tices are fair. 


The Chairman: The United States adopted 
such a programme finally after legislation 
which lead to the Kennedy Round. Are you 
aware of any criticism of this sort being 
levelled against them? 


Mr. Sharp: Never; no. 


The Chairman: I will now recognize Mr. 
Wahn, followed by Mr. Lind. 


Mr. Wahn: Thank you Mr. Chairman. Mr. 
Sharp, are these arrangements for tariff 
reductions, which are embodied in the Ways 
and Means resolutions, contractually binding 
upon Canada? Perhaps I could explain my 
question a little more clearly. If they are con- 
tractually binding upon Canada—and some 
are reductions binding upon the other nego- 
tiating partners—how is it that either the 
European Common Market countries or the 
Unites States can impose the so-called border 
taxes? Could not these reductions be com- 
pletely wiped out by imposing so-called bor- 
der taxes or import taxes on the full range of 
products listed in. our Ways and Means 
resolution? 


Mr. Sharp: Weil, as I understand the situa- 
tion, these border taxes are offsets to domes- 
tic taxes; they are offsets to indirect taxes 
imposed upon the productive process. That is 
the justification. They are not considered to 
be a violation of GATT. 
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Mr. Wahn: That would be a reason, though. 
For example, if a Canadian manufacturer 
were exporting goods from Canada to the 
United States would a so-called border tax be 
payable on the importation of those goods 
into the United States, or is it only when the 
American manufacturer is exporting goods 
from the United States that you get your 
rebate? 


Mr. Sharp: I really cannot answer that 
question yet, Mr. Wahn, because we have no 
idea of what the Americans are going to do. 


Mr. Wahn: No. 

I thought the border taxes that we are talk- 
ing about involved both import duties and 
rebates on exports. 
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Mr. Sharp: Yes. 


Mr. Wahn: If that is true it could make 
complete nonsense of this whole arrangement, 
could it not? Every reduction in tariff set out 
in these resolutions could be nullified by 
imposing a so-called import border tax on all 
such items. How can this be done? You have 
been negotiating for two years or so for these 
reductions. How can they be wiped out in this 
manner? 


Mr. Sharp: These kinds of border tax 
adjustments would have to be approved, in a 
sense, by the GATT. If they did have this 
effect, of course, they would, as you suggest, 
violate the contractual obligation, and any 
country would then be justified in taking 
countervailing action, or in demanding 
compensation; but these border tax adjust- 
ments will have to be justified as being fair 
and reasonable under the circumstances, and 
as offsetting the effects of internal taxes on 
production that were not intended to apply to 
exports. 


Mr. Wahn: I am afraid I am not making 
my point clear. Actually, this offsetting point 
I can understand, if the country were grant- 
ing rebates on exports. I am talking about the 
taxes imposed on imports. How could that be 
considered as offsetting an internal tax? 


The Chairman: I presume, Mr. Wahn, that 
your point is that if these imports were not 
otherwise subject to local sales tax, and, say, 
state and municipal income tax, then this 
would be the type of thing which the United 
States, or other countries, might be contem- 
plating. Are you trying to say that if this is 
imposed on them when they go into the con- 
sumer market, or the wholesale market, it 
would not be justified? Is that what you are 
driving at? 


Mr. Sharp: Let me put the case in simple 
terms, Mr. Wahn. We in Canada now place a 
sales tax on imports. 


Mr. Wahn: And on goods manufactured in 
the country. 


Mr. Sharp: Exactly. On exports we do not 
apply the sales tax. The Europeans do not 
have a simple sales tax such as ours. They 
have turnover taxes; they have taxes at vari- 
ous stages of the production; therefore, they 
say, “Those taxes are an unfair burden on 
our exporters, therefore we are going to 
allow them a rebate of the taxes that were 
never intended to apply on exports.” 


Finance, Trade and Economic Affairs 


247 


On the other side, when imports come in 
they have not been subject to those internal 
taxes and will not be, under our system, and, 
therefore, at the time they enter the country 
we apply, to offset the costs of production 
incurred by domestic producers, the same 
sort of costs on imports. Now, that is the 
rationale. 


Mr. Wahn: I see. I gather, Mr. Sharp, that 
our reductions are coming into effect over a 
period of time. When they have become com- 
pletely effective are we bound to maintain 
them at that level for any given period of 
time? In other words, has this agreement any 
particular duration? 


Mr. Sharp: It runs indefinitely, as do all 
tariff changes. 


Mr. Wahn: They could be wiped out... 
Mr. Sharp: They are negotiated, of course. 


Mr. Wahn: In other words, once they do 
become effective they could be terminated by 
any party at the end of a year, or six months, 
or a month? 


Mr. Sharp: No one can buy into the Parlia- 
ment of Canada. 


Mr. Wahn: There is no agreement? These 
tariff reductions are not effective for any 
given length of time? 


Mr. Sharp: Indefinitely. 
Mr. Wahn: Weil, of course... 
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Mr. Sharp: They just become part of the 
tariff structure of Canada. It is possible, of 
course, for Parliament to amend them at any 
time, but if Parliament were to amend the 
tariffs, either on the recommendation of the 
government or otherwise then, of course, a 
country affected by its contractual arrange- 
ments with Canada, by which it made reduc- 
tions in its tariff in order to obtain the 
concession in Canada, would come to us and 
say, ‘““Well, now, you have broken the con- 
tract; we want compensation or we must take 
action of damage to you.” 


Mr. Wahn: Yes, but my question is, is there 
a contract for a definite period of time? 


Mr. Sharp: Indefinite. 


Mr. Wahn: Indefinitely long or indefinitely 
short? In other words, any other country 
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could terminate these arrangements. I am try- 
ing to understand what we are talking about 
here. As I understand you, Mr. Minister, any 
country could, without breach of contract, 
without breach of faith, or without breaking 
any contractual arrangement with us, termi- 
nate the proposed arrangement on one 
month’s notice, for example, or without 
notice, as far as that goes, because the con- 
tract is not for any period of time. 


Mr. Sharp: There are bound items in the 
GATT. We have bound our tariff structure to 
all our trading partners. We are bound to 
this. That is the nature of a contract. Now, if 
we say to another country, “We are sorry, we 
have changed our mind, we intend to change 
a tariff’, or we do change one, the other 
country is going to say, ‘““Well, we feel we are 
not cbligated as we were before unless you 
are prepared to make a reduction and bind it 
in another item of equal value to us”. The 
GATT is not some super-national authority. 
No one can prevent the Parliament of Canada 
from changing the laws of Canada nor the 
Congress of the United States from changing 
the laws of the United States. This is in the 
nature of a contract in which there are rights 
and obligations. If we change our tariff to the 
detriment of one of our trading partners, then 
we have an obligation to offer compensation 
or not to protest if they withdraw concession 
of the value to us. 


Mr. Wahn: Then, once these tariffs are low- 
ered as result of these Ways and Means Reso- 
lutions, they cannot be raised again except in 
accordance with GATT? Is that the position? 


Mr. Sharp: No, I do not think that is quite 
right. No one is going to prevent Parliament 
from changing the laws of Canada, but it 
would have to be recognized by Parliament 
that if those laws were changed then we 
would have changed the terms of an agree- 
ment with another country and that agree- 
ment is expressed in our law by these tariff 
resolutions and by the laws that are based on 
them. I do not see how it can be put in any 
other way. 


The Chairman: Mr. Macdonald, do you 
have a supplementary question? 


Mr. Macdonald (Rosedale): I will try and 
put it to you in another way, Mr. Minister. 
Under the GATT, in Article II, we have 
agreed to have them at a certain level and if 
we increase them above the level by the sov- 
ereign act of the Parliament of Canada we 
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have broken that agreement and then the 
consequences of concessions and so on will 
apply under GATT, but the basic agreement 
we will have broken is that of the General 
Agreement on Tariffs and Trade. 


Mr. Sharp: We can give notice that we 
would like to renegotiate anything. That is 
not contrary to the GATT. Whether you say 
you have broken an agreement or not there is 
a procedure for renegotiation and it is proper, 
although I think inadvisable, to use that very 
often because otherwise you will get into a 
downward spiral of increasing tariffs as coun- 
tries raise their tariffs against one another to 
protect themselves. This is in the nature of 
the arrangement. 


Mr. Wahn: I am completely confused now, 
Mr. Minister, but I do not attribute any 
blame to you particularly. Ordinarily when 
you talk about an agreement, you have an 
agreement for a period of time and if you 
depart from the agreement within that period 
of time, one can say that you have broken the 
agreement. What I am trying to find out is 
whether there is any international agreement 
to maintain these lower tariffs or not. It is a 
very simple question and I am having diffi- 
culty in getting the answer or understand the 
answer that I am getting. 
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Mr. Sharp: Perhaps I could illustrate it this 
way. The trade agreements, in general, out- 
side of some that have had certain special 
obligations in them, are of indefinite duration. 
In other words we have to denounce the 
agreement that we have with France. The 
agreement we have with Poland, I believe, is 
of the same character. We have had some 
post-war trade agreements which have been 
for limited periods because there have been 
certain short-term obligations which have 
been coincidental with them. However, gener- 
ally speaking in trade matters, what is impor- 
tant is certainty. The business community 
wants to know that this is the tariff structure 
under which they are going to operate, so the 
idea of having a limited duration, I think, 
would be counter-productive. It would pro- 
duce an uncertainty about the future. The 
fact that these arrangements are of indefinite 
duration, open to renegotiation, provides a 
mechanism for adjustment that does not pro- 
duce any unnecessary element of uncertainty. 
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Mr. Wahn: I have another question, Mr. 
Minister. If we decide that the new duty is 
too low on a specific item do we have the 
right to increase a duty on a specific item as 
long as we make a compensating adjustment 
in some other item? In other words, are we 
bound by averages or are we bound by the 
new duties on specific items? 


Mr. Sharp: In general, we are bound by the 
specific items. These were negotiated, item by 
item. There is a clause in the agreements 
which enables us to plead special circum- 
stances and ask for reconsideration of par- 
ticular items, but it is not on the principle of 
averaging at all. Each item has been individu- 
ally negotiated. 


Mr. Wahn: I understand that in the past, at 
any rate, Canada has had agreements with 
some other countries, for example Japan, 
whereby such other countries will voluntarily 
limit their exports to Canada. When this new 
arrangement goes into effect will such agree- 
ments be continued? 


Mr. Sharp: Yes. They are quite separate 
and independent of this arrangement. 


Mr. Wahn: What is the basis for negotiating 
such agreements? Why would any country 
voluntarily, without pressure, restrict its 
exports to another country? 


Mr. Sharp: In the interests of avoiding 
market disruption. The Japanese are very 
anxious to develop a continuing trade in 
Canada. They recognize if they were to flood 
the market with goods of a particular kind 
that it might lead to pressures within Canada 
to apply the special provisions of the GATT. 
We are not powerless to take action on these 
matters. It would not be in contravention of 
our agreements if we took special action to 
protect an industry against massive disrup- 
tion. The Japanese do not want that to hap- 
pen as it would not be in their interest. They 
want to have a steady development of the 
Canadian market and, therefore, they have 
been willing to restrain their exports to Cana- 
da in the interests of their Canadian trade. 


Mr. Wahn: What is your estimated loss on 
duties for this coming year and possibly next 
year as a result of the reductions? 


Mr. Sharp: Assuming static conditions as 
that was the only assumption we could make, 
I am informed that the total loss of revenue 
at the end of the period would be about $150 
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million compared with our revenues before 
the inauguration of the Kennedy Round. Our 
customs’ collections have been running at 
about $800 million so that gives you some 
idea of the change. About half of that would 
probably occur in the first year because cer- 
ain of the programs come into effect more 
quickly than others. 


Mr. Wahn: It is 150 million over four years. 
e 1210 

Mr. Sharp: Per year. 

Mr. Wahn: Per year over four years. 

Mr. Sharp: Yes. 


- Wahn: About 600 million over the four 
years. 


Mr. Sharp: Yes, that is the level of duties 
assuming static conditions. The level of the 
customs revenues assuming static conditions 
would be $150 million lower at the end of the 
period than they are today and 75 million of 
that would probably occur in the first year. 


Mr. Wahn: In your statement, Mr. Sharp, 
you mention that under the new machinery 
policy there would be a remission on duty on 
machinery which is not made in Canada, if 
such remission was in the public interest. 
Who will be the judge of the public interest? 


Mr. Sharp: The Governor in Council will 
be the judge of the public interest advised by 
the Minister of Industry, who in turn will be 
advised by a board which will examine each 
of the applications. 


Mr. Wahn: We are talking now only about 
machinery which is not produced in Canada. 
I was curious about why there would not in 
all cases be a remission of duty in such 
circumstances. 


Mr. Sharp: I think Mr. Wahn, that it would 
be well to examine the officials a little more 
closely on this. The normal case would be 
where the goods are not made in Canada. 
There could be cases however where the sub- 
sidiary of an American parent might not act 
in what we would consider a normal fashion. 


Mr. Wahn: It is really to prevent evasion of 
some kind? 


Mr. Sharp: That is right. 
Mr. Wahn: Thank you very much. 
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The Chairman: I now recognize Mr. Lind. I 
wonder if Mr. Mackasey or Mr. Comtois still 
have supplementaries whether Mr. Lind 
would yield to them; if not we will proceed. 


Mr. Mackasey: I have just one supplemen- 
tary Mr. Chairman. It seems obvious from the 
Minister’s words that there could be the odd 
case when some of these agreements or some 
of these rates will have to be changed either 
in retaliation or as a result of action in anoth- 
er country. I am wondering in the event of 
the remote possibility of this happening what 
compensation, if any, is contemplated for 
industries that may be affected immediately. 
For instance, an industry or company taking 
advantage of your technical assistance which 
may find six, eight, ten months or even a 
year and a half from now that circumstances 
have changed due to conditions beyond their 
control such as a unilateral change in the 
structure by another country to which you 
have to retaliate. 


Mr. Sharp: If I may say, Mr. Mackasey, 
these are the kind of hypothetical questions I 
find very difficult to answer because I am not 
quite sure of the kind of circumstances that 
might arise. 


Mr. Mackasey: I am thinking of many 
industries, so are you obviously by your 
statement here. I think you have gone to a 
very laudible extent to help out industries 
affected by these general applications but I 
am thinking in view of what Mr. Wahn had 
mentioned of the possibility of some firms 
changing their operations considerably and 
drastically on the presumption that this is 
going to be in effect for some time and then 
find six, eight or ten months later that there 
has been a change; perhaps generated by 
some other country. 


Mr. Sharp: The kind of circumstances that 
the adjustment assistance is intended to deal 
with are either the adverse effects of a reduc- 
tion in the Canadian tariff or the opportuni- 
ties opened by the reductions in the tariff of 
the United States or some other country and 
in both these cases the government is pre- 
pared to offer some assistance to the compa- 
nies to make the transition or make the 
adjustment either out of a business that is 
becoming too difficult or into a business that 
is becoming more profitable. The kind of cir- 
cumstances that you are talking about have 
really very little to do with this. What you 
are saying is what will the government do if 


Finance, Trade and Economic Affairs 


January 16, 1968 


there is an adverse effect upon a Canadian 
company arising out of disappointment expec- 
tations or an increase in the tariff of another 
country. Is that what you mean? 
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Mr. Mackasey: Yes and no. You gave me 
two logical reasons why a firm should change 
its mode of operations to take advantage as 
you mentioned, not only of lower tariffs in 
Canada—therefore they must become more 
competitive against imports—but to take 
advantage of lower tariffs in another country; 
therefore to become more aware of exporting. 
I am thinking of the Jater case primarily. 


Mr. Sharp: We are prepared to help in 
these cases because that is the whole purpose 
of the exercise. 


Mr. Mackasey: Supposing that lower tariff 
is raised after a few months. 


Mr. Sharp: This is what I refer to as disap- 
pointed expectations. Those instances are 
likely to be extremely rare. 


Mr. Mackasey: They look pretty bad on the 
balance sheet, disappointed expectations. 


Mr. Sharp: Yes. 


Mr. Mackasey: I am just wondering if you 
have not thought of something. 


Mr. Sharp: No. That would be an event 
over which we had no control. 


Mr. Mackasey: But to come back to Mr. 
Wahn’s point and the definition of indefinite. 
In that sense I agree with you, the tariffs 
are there until someone decides to change 
them. But these do not even have necessarily 
any guarantee of existence beyond an in- 
definite period. 


Mr. Sharp: The same can be said of all 
the tariff negotiations under the GATT in 
the post-war period and I would think the 
number of cases in which there have been 
changes in contravention or outside of the 
agreement have been so few as to be almost 
miniscule. The trend of the post-war period 
has been towards lower tariffs throughout the 
world. I do not think Canada has ever been 
guilty of anything of this kind. We have nego- 
tiated a handful of items over the post-war 
period, nothing of any account. The GATT is 
not full of applications. In fact we have had 
the most stable trading environment the 
world has every Known in the post-war peri- 
od and this is just another step forward to a 
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lower level at which I hope there will be 
continued stability. 


The Chairman: Mr. Comtois, if Mr. Lind 
will permit another supplementary. 


Mr. Lind: All I have is one question Mr. 
Chairman. 


Mr. Comiois: I can go after him. 
The Chairman: Mr. Lind please. 


Mr. Lind: What I am interested in mainly 
Mr. Sharp is this area of future opportunity 
for new industries, through this reduction of 
the Kennedy Round, getting into the field. 
What are we allowed in the way of induce- 
ment to these industries and still not run foul 
of the Kennedy Round of tariff reductions. 
Are we allowed to give them three years tax- 
free as we do with some of our mining indus- 
tries in order to induce secondary industry to 
manufacture and start exporting products 
under the Kennedy Round? 


Mr. Sharp: Mr. Chairman, as I said earlier, 
I have never known any concessions of that 
kind to raise questions in the GATT. Most 
countries have some form of special treat- 
ment of corporate tax, special allowances, 
special depreciations, special write-offs, tax- 
free periods and so on. This is commonplace 
throughout the world. Those have never been 
opposed on the grounds that they represented 


an export subsidy. In the first place, they — 


usually apply at home as well as abroad and 
second, even if it were said they were never- 
theless some form of inducement they are not 
of such a character as to be considered an 
unfair form of trade promotion. After all 
there are many forms of trade promotion that 
may relieve the producer of some expense. 
Every time the government sends a trade 
commissioner abroad, presumably he is help- 
ing an industry to sell abroad and reducing 
expenses that might otherwise be incurred by 
that company. The only cases that really 
cause trouble are those where a subsidy is 
paid directly on the product or where some 
special tax on the product might be involved; 
where there was discrimination; where there 
was something in favour of exports, rather 
than other things. These inducements that we 
make, for instance, to the designated areas to 
promote production or the special tax treat- 
ment accorded to mines and petroleum have 
never raised questions of unfair trading 
practices. 
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Mr. Lind: This leads to one other point 
along this line, Mr. Chairman. What is the 
government’s intention for trade promotion 
for new products so that we can take advan- 
tage of this Kennedy Round of reductions? 


Mr. Sharp: I suggest, Mr. Chairman, that I 
am sure Mr. Winters will elaborate at great 
length on this and really I do not want to 
take credit for his activities. 


Mr. Lind: I would like to move to the area 
of agriculture for a minute, Mr. Chairman. I 
notice that we are giving a reduction on raw 
tobacco entering the East European market 
from 28 to 23 per cent on a maximum. This is 
“Foreign Trade’, page 26. 


The Chairman: What page, Mr. Lind? 


Mr. Lind: Page 26, near the bottom. As we 
are a tobacco exporting country, what rate 
has to be paid when our tobacco goes into the 
United Kingdom market? 


Mr. Sharp: I think this is something that 
should be directed to the Trade and Com- 
merce officials. The general division, as you 
can see, Mr. Lind, in our responsibilities the 
Minister of Finance has responsibility for the 
Canadian tariff and the Department of Trade 
and Commerce has responsibility for provid- 
ing information about foreign tariff. There 
are some Trade and Commerce Officials here 
but perhaps it would be better to wait. 


Mr. Lind: I will let that part of the ques- 
tion stand. The other part of the question is, 
how do we overcome the importation of 
South African tobacco into this country which 
we had in the latter part of 1967? 


Mr. Sharp: It is not affected by the Ken- 
nedy Round, at any rate. Mr. Lind, I do not 
know enough about this transaction. The Ex- 
port and Import Permits Act would be the 
instrument that would be used for controlling 
this and I do not know whether this question 
should not be directed at a somewhat later 
stage. I would be happy to inquire into it and 
find out what the situation is but I do not 
happen to have enough information at my 


disposal at the moment. 
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The Chairman: Mr. Cantin, Mr. Winters’ 
Parliamentary Secretary, is making a note of 
this and will be in a position to have the 
information. 
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Mr. Lind: Is there any anti-dumping law 
that we can apply to prevent this happening 
in the future? 


Mr. Sharp: It is not a question of anti- 
dumping, as far as I know. Dumping is a 
technical question of selling abroad cheaper 
than you are selling at home. There are 
always difficult technical questions concerning 
when dumping occurs but where dumping is 
established our law at the present is automat- 
ic. If you can show that the goods are being 
sold in Canada cheaper than they are being 
sold abroad then our law applies automatical- 
ly at the moment. 

Under the new dispensation the question of 
injury has to be shown too, but the question 
of whether particular goods are being offered 
too cheaply is quite a different matter. That is 
not dumping. If they are coming from a 
source with which we do not want to trade, 
that is another matter. It is not a question of 
trade policy then; it becomes a question of 
political policy. 


Mr. Lind: Another product that somewhat 
affects the agricultural economy in this area 
is shelled corn which sometimes is imported 
from the U.S.A. at a very low rate and 
reduces the value to our farmers of a farm 
product that is produced quite heavily in 
Ontario. 


Mr. Sharp: We are making no change in the 
duty on this. 


Mr. Lind: Is corn free each way? 


Mr. Sharp: Corn is 8 cents a bushel into 
Canada. 


Mr. Lind: 
Canada? 


Mr. Sharp: Yes. 


Eight cents a bushel into 


The Chairman: We will have an opportuni- 
ty to question Dr. Annis, head of the Tariff 
Section, directly on specific items, perhaps at 
greater depth than the Minister wishes to be 
taxed with at this point. 


Mr. Lind: I have only one other area of 
questioning and that is in forest products. By 
reducing our export tariff into the States by 
the Kennedy Round, is this not adding to our 
cost of living index by raising the price of 
forest products here at home? They will go 
into the United States at a more preferential 
rate due to two things, the removal of the 
tariff and the extra value of the American 
dollar. 
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Mr. Sharp: My general view of the net 
effect of the Kennedy Round is to reduce the 
cost of both production and the cost of living 
in Canada below what it would otherwise be. 
There are particular cases where Canadian 
manufacturers and producers will be able to 
get higher prices because their goods are no 
longer taxed as they enter the other market. I 
am sure they ..will consider this a vast 
improvement in the position but the overall 
effect, when you look at the reductions that 
are being made in the Canadian tariff, the 
protection around Canadian industry and the 
extra efficiency that will be produced by bet- 
ter access to the American market by Canadi- 
an manufacturers, will be to reduce the cost of 
production in Canada and the cost of living, 
as well as to improve our market position. 

Now, that is how I assess the situation, Mr. 
Lind. In particular products the price will go 
up, and ought to go up, because what we are 
getting back then is the tax the Americans 
otherwise put on our products and I prefer 
the Canadian producer to get it rather than 
the American government or some other 
government. 


The Chairman: Mr. Lind has completed his 
questioning and before we continue I think it 
would be in order to adjourn for lunch unless 
the Committee wishes to continue. I think we 
have got off to a good start. 


Mr. Cantin: May I ask one question? 
Mr. Lambert: May I ask a question, too? 


The Chairman: If you have just one ques- 
tion each perhaps we will take them, but 
these things have a tendency to keep going. 
Mr. Cantin and Mr. Lambert. 


[Translation] 

Mr. Cantin: Mr. Minister, you said a while 
ago that the forecasts of your department 
were that: due to the results of the Kennedy 
Round the revenue of Canada would be 
affected for the first year by about $75 million 
going up to $150 million when all the results 
are known. Can you tell us, on the other 
hand, if predictions have been made as to the 
profits which Canadian manufacturers will be 
able to obtain as a result of the Kennedy 
Round? 


[English] 

Mr. Sharp: It would be too difficult to make 
such an estimate, but I am glad you asked the 
question because I would not have wanted 
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the impression to be left that the net effect of 
the Kennedy Round is to reduce the revenues 
of the Government of Canada. It will, I hope, 
have exactly the opposite effect because the 
improved competitiveness of Canadian indus- 
try in large markets certainly will add to the 
incomes of corporations and individuals. 


There will be more jobs, higher pay and 
more profitable enterprises in this country as 
a result of the Kennedy Round and the net 
effect upon our revenues certainly will be to 
increase them. The question I was asked ear- 
lier was directly on the amount of revenue 
that would be lost out of the Kennedy Round 
as such, but the overall effect on the govern- 
ment’s finances will be to improve them. 


[Translation | 


Mr. Cantin: Mr. Minister, is it correct to say 
that Canada has gained about 50 per cent of 
the tariffs which our exporters had to pay 
before the Kennedy Round while we have 
agreed on an average reduction of 30 per 
cent? This would give us a net gain of 20 per 
cent. 
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[English] 

Mr. Sharp: Yes, the over-all effect of the 
Kennedy Round is a very great improvement 
in the competitive position of Canadian indus- 
try. In terms of the general level of our 
tariffs, we gain more by access to foreign 
markets than we give up in return, but the 
negotiations took place on the basis that we 
were giving equivalent benefits. However, in 
the result, as you say, many foreign countries 
and some of our principal markets, such as 
the British, the American and the Common 
Market pretty well made 50 per cent cuts in 
the main industrial area. As I have said, we 
made cuts of 25 and 30 per cent and therefore 
Wwe gain access to those markets in a very 
substantial way. 


It is true, as we are big importers of manu- 
factured goods, that other countries would 
not have made those concessions to us unless 
they thought they were getting equivalent 
entry. However, the competitive position of 
Canadian industry is very greatly improved 
by the Kennedy Round. I could not put an 
arithmetical figure on it as you attempted to 
do, but certainly some of our producers will 
be able to get, by way of higher returns, 
some of the money that would otherwise be 
paid to the treasuries of other countries. As 
Minister of Finance that is the sort of devel- 
opment I welcome. 
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The Chairman: Mr. Lambert, do you have a 
question? 


Mr. Lamberi: Yes. On page 3, Mr. Sharp, 
the last sentence of the fourth paragraph 
reads: 

Changes in the chemicals and plastics 
schedule will be introduced in a single 
step on July 1, 1968 and these are not 
therefore covered in the Resolution 
before you. 


What is the projected timetable for the pre- 
sentation of a resolution which would incor- 
porate such a chemicals and plastics schedule? 


Mr. Sharp: It is not my iintention at the 
present time to introduce it during the 
remainder of the present session. If there is a 
spring budget I would think it would be 
introduced as part of that spring budget. It 
might be introduced separately but it would 
be at the beginning of the new session of 
Parliament. That is my present thinking. 


Mr. Clermont: Mr. Chairman, I understand 
that we have representatives here from four 
departments. Is it not possible that one of 
them may think that there is a possibility that 
some of the workers might be obliged to be 
displaced, or something, or will we have 
representatives here from the Department of 
Manpower and Immigration? 


The Chairman: I believe that somebody 
will be present from the Department of Man- 
power and Immigration and as we ‘proceed 
with the witnesses who are scheduled, if 
members feel there are questions they wish to 
ask which are related to adjustment assist- 
ance, we can consider calling upon the De- 
partment of Manpower. I think one of the 
officials is either here now or will be here this 
afternoon to follow the meetings in case this 
arises. 


Mr. Mackasey: Referring to the Department 
of Labour, Mr. Chairman, is anybody sched- 
uled from the Consultative Branch of Man- 
agement Labour? 


The Chairman: Not at this stage. If this isa 
suggestion we could take it under advisement. 
We are presently dealing more with the eco- 
nomic effects rather than the labour manage- 
ment question. This is something that could 
be taken under advisement as well. 


I think we should now stand adjourned 
until 2:30 this afternoon. 


254 


AFTERNOON SITTING 
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The Chairman: Gentlemen, we are now ina 
position to resume our meeting. Are there any 
members who have not as yet had their ini- 
tial round of questioning? If not, I will invite 
members to signify whether or not they have 
questions by way of a second turn. Mr. Lam- 
bert did you have a question? 


Mr. Lamberti: No, not at the moment. 


Mr. Sharp: We satisfied 
Opposition. 


have the 


Mr. More (Regina City): Do not be so sure. 
Mr. Chairman, I wonder if I might ask a 
supplementary to questions raised earlier? 


The Chairman: Yes. 


Mr. More (Regina City): This is about gov- 
ernment intervention on behalf of industries 
effected in regard to interest and availability 
of money. I presume, Mr. Sharp, that in the 
event that the government intervened on 
behalf of any industry for the purposes of 
providing them with money through the 
banks you would expect it to be at the prime 
rate. 


Mr. Sharp: Yes, I would think that the 
banks would regard the guarantee that would 
go along as providing some extra security. 
The banks will have some risks of course, but 
in general the bulk of the risk will be taken 
by the government, and therefore to that 
extent we would expect that the banks would 
give a favourable rate. Whether it is the 
prime rate I am not in a position to say. 

We have had some discussions with the 
banks, and we will be having further discus- 
sions as to exactly how this is going to work. 
But it would, I should think, at least be the 
going rate for loans made to an industry of 
that kind. I certainly would not want to give 
any undertaking that the government’s guar- 
antee would be attached only to loans at the 
prime rate. We would expect, however, that 
the guarantee would have some some influ- 
ence upon the rates in which the loans are 
available. 


Mr. Hees: Mr. Chairman, the Minister said 
that he expected the rate would be the going 
rate for an industry of that kind. Well, if it is 
a going rate for industry of that kind, then is 
the government guarantee not counting for 
anything? 


Finance, Trade and Economic Affairs 


January 16, 1968 


e 1445 


Mr. Sharp: Oh yes, because these industries 
are going to be either suffering some adverse 
circumstances from the change in their own 
protection, or alternatively they are going to 
be seeking capital to take advantage of a new 
opportunity. It is very difficult to measure 
exactly what effect the government guarantee 
would have, but we would not be making the 
guarantee available if we thought that the 
banks would otherwise be financing those 
industries. You are putting them into a posi- 
tion where the effect of the changes in the 
tariff protection are being neutralized by the 
guarantee. 


Mr. Hees: Mr. Chairman, could I ask anoth- 
er question? How much improvement in the 
rate would the Minister figure would result 
from the government guaranteeing the loan? 
How much would the going rate for that type 
of industry be improved by the government 
guaranteeing the loan instead of the bank 
having to take the risk of the industry going 
out of existence without any government 
guarantee? 


Mr. Sharp: Well this is a very difficult 
question to answer Mr. Chairman. We will 
just have to see what the experience is. We 
will be watching this program very closely, 
because it is an experiment. The government 
has never done anything quite like this. They 
have given guarantees on farm improvement 
loans and home improvement loans, but we 
have never had an experience where the gov- 
ernment has gone into making loans to facili- 
tate an adjustment. 


We will be watching this program careful- 
ly. We will probably have to adjust it our- 
selves during the course of its evolution if it 
does not measure up to our expectations; but 
I do not think it is possible at this stage to 
say how much value the banks will attach to 
the guarantee. They will certainly attach 
some, and we will be anxious to see that it is 
reflected in the availability of money as well 
as in the rates at which it is available. 


The Chairman: Mr. Hees, perhaps, in fair- 
ness to Mr. More, I should ask if he has 
completed his questions. 


Mr. More (Regina City): I will let Mr. Hees 
go ahead. I have a supplementary. 


Mr. Hees: You go ahead. 


Mr. More (Regina City): Mr. Sharp, as I 
understand the government’s proposal, it 


January 16, 1968 


would only become effective where the banks 
could not see their way clear to undertake the 
risk and to extend borrowing privileges to the 
concern for their purposes. Is this right? 


Mr. Sharp: Well the company would not 
come to the Board for help if they could get 
the financing otherwise. 


Mr. More (Regina City): Well they might 
come to the Board and say: ‘The bank said 
your risk is more extensive than the usual 
one and our rate will be such and such”. 
They might figure that is an inequitable rate 
and does not permit them to compete. They 
would come to you under those circumstances. 


Mr. Sharp: They might; if the borrower felt 
that the rate was out of line he would say, 
“Well I think I deserve to take advantage of 
this program’? and might come to the adjust- 
ment board and say, “I would like to have 
the guarantee.” That, as I imagine, is how the 
program will develop. This is not an intention 
on the part of the government to substitute 
for the ordinary market forces, but to give 
the banks additional assurance so that the 
adjustment to the new trade situation can be 
facilitated. 


Mr. Hees: Mr. Chairman, have the banks 
not indicated in any way at all what kind of 
an improvement on the going rate they are 
willing to make when the government guar- 
antees the loan? There has been no indica- 
tion of that? 


Mr. Sharp: I have not, as yet, had any 
discussions personally with the banks about 
this so I really cannot speak from first hand 
knowledge. Some of my officials have been 
negotiating with the banks to determine 
whether they would be prepared to co-oper- 
ate and they said they would. I do not Know 
how far into detail the discussions have yet 
gone. The program has yet to get underway. 

Mr. Hees: How much consultation has been 
undertaken with industry to find out their 
reaction to the government’s plan, or, more 
specifically, how much discussion with indus- 
try was carried out before this plan was for- 
mulated, finalized and announced? 
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Mr. Sharp: The government had had some 
experience with the automobile adjustment 
assistance and we were not without some 
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background upon which to proceed. As a mat- 
ter of fact, it is quite clear that there has not 
been an overwhelming demand, which is a 
reflection of the fact that the effect of the 
reduction of the Canadian tariff has been that 
there is no widespread complaint about the 
Kennedy Round. The Kennedy Round is not 
regarded by many industries as posing very 
serious difficulties for them. In my opening 
statement this morning I said: 


I have already said that, in my view, 
there is no doubt the net gains to Canada 
from the reduction in other couniries’ 
tariffs and from cheaper raw materials 
and intermediate products far outweigh 
any adverse effects on Canadian produc- 
ers whose protection has been reduced as 
a result of the negotiations. This view is 
re-enforced by the fact that we have 
received relatively few adverse comments 
about the proposed reductions in our 
tariff in the six months since the results 
were made public. 


So there has not been an overwhelming 
demand for this program, but the Govern- 
ment felt that it was desirable to have such a 
program and that is what we have done. 


The Chairman: Thank you, Mr. Sharp. Are 
there other members of the Committee who 
have not yet had an opportunity to question 
the Minister? I believe Mr. Lambert has some 
further questions. 


Mr. Lambert; Yes, Mr. Chairman. This 
deals with trade with nations which are not 
members of the GATT. In the publication put 
out by the Department of Energy, Mines and 
Resources it is indicated that while we do not 
have GATT relationhhips with the Soviet 
Union and certain other Eastern European 
countries, we extended most favoured nation 
privileges to these nations on the basis of 
bilateral agreements. They are going to get 
the benefit of the GATT in so far as Canada 
is concerned. Do we get reciprocal privileges 
with these countries under our bilateral 
agreements? 


Mr. Sharp: Mr. Lambert, I had the privi- 
lege of negotiating the first trade agreement 
with the Soviet Union and we went through 
this argument ad nauseam. When we accord 
most favoured nation treatment to the Soviet 
Union, what we do in effect is to accord their 
goods, on entry into Canada, the same treat- 
ment as goods from the United States. In 
practical terms that is what “most favoured 
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nation treatment’ means, since the United 
States is our biggest trading partner and 
receives most favoured nation treatment. 


Mr. Hees: In other words, there is no coun- 
try that gets better treatment than the USSR? 


Mr. Sharp: Yes, the British preferential 
countries do. That is why I selected the Unit- 
ed States as an example of a country that 
gets most favoured nation treatment, because 
the preferential system is a carry-over from 
pre-GATT years and it was _ continued 
although, as the Committee knows, there is 
an obligation not to increase the margins of 
preferences. 


The Soviet Union, on the other hand, does 
not have a tariff structure like ours. Their 
industries are state-owned. Their trading 
organizations are run by agencies of the Gov- 
ernment. In the first negotiation of the trade 
agreement with the Soviet Union we tried to 
put clauses into that agreement that would 
give us non-discriminatory treatment. Howev- 
er, we were unsuccessful. I remember finally 
saying to the chief Soviet negotiator, “Why 
will you not agree?” He said, “That would be 
an admission that we discriminated and we 
do not discriminate. Therefore we are not 
going to have a clause put into our treaty that 
says, ‘You shall not discriminate against us.’ 
We do not discriminate against anyone.” I 
said, “‘Tell me, then, how do your state train- 
ing enterprises operate?” He said, “We buy as 
cheaply as possible, we sell as dearly as pos- 
sible and we distribute the profits.” I said, “‘It 
sounds to me like a good capitalist enter- 
prise”. He said, “Where do you think we 
learned it, on the moon?” 
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Therefore in return for giving the Soviet 
Union most favoured nation treatment, which 
is of very real and practical benefit, the Soviet 
Union entered into an agreement to buy 
certain products from us and our trade agree- 
ment with the Soviet Union is therefore of a 
terminal character. This is in reply to a point 
raised earlier by Mr. Wahn about the dura- 
tion of these tariff changes. In the case of the 
Soviet Union they are only entitled to receive 
the benefit of whatever our tariff structure is 
and their most favoured nation tariff struc- 
ture for periods of three years at a time, at 
the end of which we again negotiate to find 
some adequate quid pro quo for having given 
them the benefit of access to our market on 
the same terms as the United States. In the 
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case of countries that are organized, as we 
are, with market economies, of course the 
reciprocal benefit is access to their markets 
on a most favoured nation basis. 


Mr. Lambert: I am concerned about this 
because I have read in Ottawa and elsewhere 
about representatives of Czechoslovakia, 
Hungary, Poland and other Eastern European 
countries who are most anxious to develop 
trading relationships with Canada, and under 
their bilateral agreements with Canada they 
are now going to get the benefit of our par- 
ticipation in the Kennedy Round agreement. I 
am wondering if we are going to take the 
position that during the currency of these 
bilateral agreements they are going to get a 
sort of a windfall. 


Mr. Sharp: May I quote some figures to 
you, Mr. Lambert, on the balance of trade. 

In 1966 our exports to the Soviet Union 
were valued at $320 million. 


An hon. Member: For wheat. 


Mr. Sharp: Whatever it was, mostly wheat, 
and our imports from the Soviet Union were 
of the order of $114 million. This is generally 
the balance of our trade with these countries. 
They look upon the trade agreements that we 
have with them as not being weighted in 
their favour. 


Mr. Lambert: Let us take a country like 
Czechoslovakia. What are the relative figures 
there? The trading position with the Soviet 
Union, of course, is entirely distorted as the 
result of wheat agreements. 


Mr. Sharp: In the case of Czechoslovakia, 
that country happens to be a member of the 
GATT, but they have a mixed sort of a sys- 
tem in which they have some tariffs that are 
significant and— 


Mr. Hees: Could I ask what part of that 
$320 million was for wheat? 


Mr. Sharp: It was mostly wheat. 


Mr. Hees: Mostly wheat. There were practi- 
caily no manufactured goods? 


Mr. Sharp: Yes, but this arose out of the 
agreement. The first agreement that we 
signed with the Soviet Union in 1956 obligat- 
ed the Soviet Union to buy about 400,000 to 
500,000 tons each year, and in subsequent 
years this agreement was re-negotiated and I 
re-negotiated it again when I took office in 
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1963. It was as a result of that that we had 
these very large figures, so I think we made a 
pretty good bargain. We got access to the 
Soviet Union and I think on a basis that 
enabled us to get a larger share of their 
wheat imports than if we had not signed the 
agreement, so I consider that we got good 
measure in reply. 


Mr. Hees: In each of these three year 
agreements how long ahead are they obliged 
to take so much wheat from us each year? 


Mr. Sharp: If they do not renew then it 
lapses, and unless we agree to carry it on 
they lose the benefit of the most favoured 
nation. When we took office in 1963 the agree- 
ment had lapsed and we resumed the negotia- 
tions and renewed the agreement. 


Mr. Macdonald (Rosedale): Mr. Chairman, 
presumably this question with regard to deal- 
ing with state trading countries has arisen in 
connection with the accession of Poland. How 
does GATT generally solve the problem of 
the fact that you cannot get a reciprocity in 
tariff treatment? Should that be referred 
LOW. 
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Mr. Sharp: I think I should refer this to an 
official who is much better acquainted than I 
am with the matter. 


The Chairman: Perhaps we will reserve 
that question for Dr. Annis, or particularly a 
Trade and Commerce man. Perhaps Mr. 
Schwarzmann will deal with it. 


Mr. Lambert: The reason I am asking these 
questions is that I think if we are going to 
improve our worldwide trading position that 
it would be in our interest to develop trade 
with these particular countries, they are anx- 
ious as well, but I am wondering if they are 
in a position or are prepared to make, shall 
we say, parallel concessions if they are going 
to get the benefit of the MF'N under the Ken- 
nedy Round. 


Mr. Sharp: In general I would say the 
answer to that question is yes. Some of the 
state trading countries at least are very anx- 
ious now to participate in the development of 
world trade in the market economies. They 
are doing an extensive trade with Europe, 
they are hoping to do a greater trade with 
North America and I think they are interest- 
ed in entering into multilateral arrangements 
of this kind. 
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European countries have dealt with these 
problems a little differently. They have had 
bilateral agreements of a rather different 
character. They have established quotas. They 
will only allow limited quantities of merchan- 
dise from these state trading countries to 
enter their countries as the bargaining instru- 
ment, Just as the Soviet Union controls all its 
imports, the European countries have tended 
to enter into that kind of a bilateral arrange- 
ment. That is not suitable to our approach to 
trade. We do not have state trading organiza- 
tions that could buy the materials or the pro- 
duce and therefore we have preferred—and I 
think this has worked out advantageously—to 
enter into the kind of agreements in which 
we Offer them the same type of access to our 
market as is accorded the United States, and 
in return we get specific undertaking from 
those countries on what they will buy from 
us. 


Mr. Hees: Mr. Sharp, are there any coun- 
tries to whom we are giving trade tariff 
reductions in the future, as a result of the 
Kennedy Round tariff negotiations, which are 
not giving us reciprocal reductions in their 
markets? 


Mr. Sharp: Yes. 
Mr. Hees: Which countries are those? 


Mr. Sharp: Those are the less-developed 
countries. It was decided at the beginning of 
the negotiation on the GATT that we should 
try to make our reductions in such a way as 
to benefit the less developed countries and 
not require reciprocal concessions from them. 
This, in fact, has happened. We have not 
expected that these countries would buy 
access to our markets. We believe that it is 
very much in our interest to promote the 
industrialization of these less developed coun- 
tries—a better way of promoting even than 
aid and certainly as part of a policy of trade 
and aid—and we have not expected them to 
bargain on the same basis. 


Mr. Hees: Outside of the underdeveloped 
countries, there are no countries to which we 
are according reductions in tariffs starting 
January 1 which do not give us equivalent 
reductions in tariffs in return? 


Mr. Sharp: That is a difficult question. It 
would not be true to say that the balance of 
advantage between any two countries is 
equal. The United States does not have an 
equal bargain with us or with the Common 
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Market or with Britain or with Sweden or 
with Australia. The over-all package is, in the 
opinion of the United States, advantageous to 
them in the relations with all countries collec- 
tively. The same is true of us; we have not 
struck a balanced bargain with the United 
States and with Britain and with the Common 
Market. We have struck a balanced bargain 
with them collectively. Otherwise, if we were 
to take the other view, then it would greatly 
restrict the scope of the negotiation to our 
disadvantage. 


Mr. Hees: There is no country, then, that is 
not giving us what we consider a satisfactory 
freer entry into their market at the conse- 
quence of our giving them a freer entry in 
our market? 
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Mr. Sharp: Mr. Hees, it is difficult to give a 
eategorical answer. We bargained with a 
great many countries to effect a substantial 
reduction in barriers to world trade. We 
received what we considered was adequate 
compensation from those countries collective- 
ly for the concessions that we made in our 
tariffs of value to them. 

There are some countries, however, that 
did not participate fully in those negotiations. 
We did not direct any of our concessions to 
those countries but, of course, some of them 
probably benefited incidentally and that is 
inevitable in any MFN system. But the extent 
of the participation was very, very wide and 
I would think that well over 90 per cent of 
our trade with the market economy countries 
was included within the ambit of the 
negotiations. 


Mr. Hees: I have some other questions to 
ask, but I do not want to block off all the 
other Members of the Committee. I am ask- 
ing these questions because I was not fortu- 
nate enough to have been here this morning 
due to the fact that my airplane would not 
land last night. Mr. Chairman, when the other 
members are finished I have some other ques- 
tions I would like to ask. 


The Chairman: Mr. Hees, I think you might 
as well proceed. It appears that the other 
members have dealt with their major topics 
of interest. 


Mr. Hees: All right. Mr. Chairman, I am 
wondering why it was not possible to outline 
a great deal earlier the government’s proposi- 
tion made public on December 27 and thereby 
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give industry much more chance to come into 
discussions, the preparation of it and, per- 
haps, make comments before January 1 
arrived. It seems to me that although the 
announcement of what the tariff reductions 
were going to be was not made until practi- 
cally July 1, the government had a pretty good 
idea about a year ago what the pattern was 
going to be. I am wondering why the govern- 
ment did not work out a general pattern—not 
a final plan—and start discussing it with 
industry in the summer, say, to see what 
their reaction was—to get their suggestion 
—so it would not have been necessary to 


finally present a fait accompli five days 
before the tariff reductions came _ into 
operation? 


Mr. Sharp: Mr. Chairman, I think the best 
answer to that is the one I gave a little ear- 
lier—there has not been any very great pres- 
sure for this program. We contemplated from 
the beginning that some sort of adjustment to 
settle this program would be desirable in the 
event the extent of the reductions in the 
Canadian tariff was not such as to expose 
many industries to what they considered a 
very severe increase in competition although 
there are exceptions to that. There are some 
industries that have felt the breeze. More- 
over, with the few exceptions, the tariff 
changes are staged over five years and the 
amount of the reduction that took place on 
January 1 is really very small. For example, 
when giving the effects of these reductions, I 
pointed out that on final manufactures the 
rates are reduced from present rates of 224 
per cent to 25 per cent down to 174 per cent to 
20 per cent so you can see that the reduction 
is about 5 percentage points. If you stage those 
over four or five years you get down to 
extremely small changes in any one year. 
Therefore, we did not think we were expos- 
ing industry immediately to a very large 
adjustment. We expect that the problems will 
arise a little later, so we felt that our pro- 
gram could come into effect about simultane- 
ously with the first of the adjustments. Simi- 
larly, on the other side, although the 
reductions in the tariff of other countries are 
even larger—very much larger than we are 
proposing—they also come into effect in 
stages, and it will take time for Canadian 
industry to build up the potential that is 
there. 
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Mr. Hees: Mr. Chairman, another question 
I would iike to ask... 


Mr. Sharp: If I may just add one other 
thing, the Minister of Industry had asked 
industry for its views on this subject before 
the middle of the year. 


Mr. Hees: I am surprised, Mr. Chairman, 
that the banks have not indicated to the gov- 
ernment the reduction in interest rates that 
they would make available if the government 
guaranteed the loan. It seems to me to be a 
fact that the government’s guarantee of a loan 
is worth a lot, and it would seem also that 
perhaps the banks might decide, ‘‘Well, we 
have been told that if we make a reduction 
the government will guarantee the loan. 
There will be political pressure on the gov- 
ernment to carry out the program they have 
advanced, and therefore they cannot with- 
draw. Therefore, if we only give an improve- 
ment of perhaps a quarter of one per cent 
—something very small—the government will 
be forced to go on guaranteeing the loan and 
we will pay very cheaply for this government 
guarantee.” 

It seems to me that the government should 
have received a clear indication of just how 
much the banks would reduce the interest 
rate charged on loans for this very important 
guarantee that the government is making to 
them. What is the Minister’s opinion of that? 


Mr. Sharp: On the other hand, Mr. Chair- 
man, if the government had held out a reduc- 
tion as the reason for going into this program 
then, of course, the whole question of the 
program would have had to come under the 
government’s adjustment assistance, rather 
than their financing themselves in a conven- 
tional way. 


The purpose of this exercise is to make 
financing available. Now if, as I say, one of 
these companies feeling the breeze of compe- 
tition found that it could get accommodation 
only at very high rates it would come to the 
Adjustment Board and see whether it could 
not get it at a better rate if it had a govern- 
ment guarantee. But it is not our purpose to 
divert ordinary commercial loans that would 
otherwise be paid into the government 
guarantee. 

The purpose is to see that industries that 
cannot get accommodation can continue to get 
it. That is the fundamental reason for the 
program. 
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Mr. Hees: The government obviously real- 
ized that many industries today, if they are 
particularly high-pressed by competition, can- 
not afford to pay the high interest rates they 
are charged with on the market today, and is 
anxious to see that such hard-pressed indus- 
tries should receive the money they need to 
expand, to buy new machinery, install new 
systems and to purchase new plants and so on; 
and that that money should be available at 
interest rates considerably more reasonable 
than those that are charged on the open 
market today. 


The Minister is a business man, as I 
am—as are all of us around this table, I 
think—and I think he would agree that if you 
want to strike an agreement in industry with 
another party, you sit down and talk about 
what you are willing to do, and find out what 
he is willing to do in return. It seems extraor- 
dinary that the government has not, prior to 
the introduction of this plan, sat down with 
the banks and said, “We do not blame you for 
the high rate of interest today—many factors 
are to blame—but we do feel that it is neces- 
sary that industry, if it is hard-pressed, pay a 
cheaper rate of interest for the money that it 
needs than that being charged in the open 
market today. Therefore, we are going to 
offer a guarantee of the loan and we would 
like you, in these particular cases, to make 
the interest rate considerably lower. For the 
government’s guarantee, what are you willing 
te. don” 
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That seems to me to be a perfectly normal 
business approach. I am surprised that the 
government did not make it, and that we 
have no idea today what the banks are will- 
ing to do for this very, very valuable and 
important guarantee by the government. 


Mr. Sharp: I can only repeat what I said 
earlier, Mr. Chairman, that as far as I and 
the monetary authorities in this country are 
concerned, we would like to see all interest 
rates lower. That is one of the main purposes 
of the policies that we are now following—to 
reduce the demands on the market by gov- 
ernments for more money and to make more 
available for industry. 

It is also the purpose of our general 
attempt to change the psychology of the mar- 
ket so that people do not think that inflation 
is inevitable, which is one of the main rea- 
sons for interest rates being high. However, I 
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do not believe that that, in itself, would justi- 
fy selecting his particular group of people for 
a differential rate of interest as against other 
people who, are you recognized, and as I 
think you said in your statement, would also 
like to expand and would like to get money 
cheaper. 

The purpose of this policy is to facilitate 
the adjustment to the new conditions created 
by the Kennedy Round—both negative condi- 
tions created by the reduction in protection to 
industries that are dependent upon it, and the 
increased opportunities that are available to 
industries as a result of the reduction in the 
tariffs in other countries. 

I believe that what the government should 
be trying to attain by its policies is to 
make sure that those industries are able to 
finance themselves at going rates of interest 
and not be denied the credit. Bank loans in 
this country are very high notwithstanding 
the high interest rates. Business is borrowing 
back sums of money. I find it difficult to 
justify selecting these particular people for a 
differential rate of interest, but the govern- 
ment is concerned, broadly speaking, in see- 
ing that they can get money at going rates of 
interest. 

As I said, when you get down to the 
negotiations the question of what are the 
going rates of interest is very difficult to 
determine. We have had some discussions 
with the banks and we will be having others; 
we will be watching this program to see 
whether it fulfills our purpose; but most 
industries in this position would be concerned 
about having access to funds in order to make 
‘the transition, and this is what the govern- 
ment is endeavouring to do. 


Mr. Hees: Well, Mr. Chairman, they are 
anxious to get funds, but because they are 
these particular industries, hard-pressed by 
the tariff reductions that are being made 
available to other countries, they need to pro- 
duce at a lower cost or they are not going to 
be able to sell in competition with these low- 
er-priced products that are coming into Cana- 
da today. Therefore, they must reduce their 
cost in every way possible, and one of those 
reductions in costs is a lower cost of the 
money they need to pay for the new machin- 
ery, systems, plant and so on to produce ata 
cost cheaper than before and so stay in busi- 
ness, sell their products and provide em- 
ployment. 
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These people not only need money to be 
made available to them, but they need a con- 
siderably lower cost for that money. That 
obviously is the reason for the government’s 
having introduced this government guarantee 
for these specific hard-pressed cases. If there 
had not been this need the government would 
not have introduced this plan. Having intro- 
duced the plan—having said it would provide 
government guarantees—I find it extraordi- 
nary that the government has not had some 
assurance from the banks that where the gov- 
ernment gives them a guarantee of repayment 
of their loan—which is very valuable indeed 
—they, the banks, will reduce the rate of 
interest by a half of one per cent, three-quar- 
ters of one per cent, or one per cent, or 
whatever the bargain would be. That to me 
would be the businesslike way of doing it. 
Simply to say that the government will put 
up a guarantee and hope to heaven that in 
some way or other the banks, through their 
big-heartedness, will make a worthwhile 
reduction in rates, is to me a rather unbusi- 
nesslike way of proceeding. 
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Mr. Macdonald (Rosedale): But surely the 
purpose of the guarantee is to insure the 
repayment of the capital. It is not the ques- 
tion of a half percentage point of interest; it 
is the fact that the banks would not lend at 
any rate of interest to a firm that might not 
be able to pay the capital back. 


Mr. Hees: The bank wants to make the loan 
if it feels that there is any justification. There 
is certainly justification if the government 
guarantees the repayment of the loan. There 
is no risk to the bank then whatever and 
therefore I believe the bank should make the 
loan at a considerably lower rate than the 
going rate for, as the Minister said, that type 
of industry. If they are unwilling to do so, I 
feel that this part of the program is largely 
worthless. 


Mr. Sharp: Mr. Hees, may I say to you that 
no application will come before the Adjust- 
ment Assistance Board where they can get 
accommodation outside. 


Mr. Hees: I am talking about people that 
are particularly hard pressed. 


Mr. Sharp: Well, those people will go first 
of all to the banks to see if they can raise a 
loan; they will not come to the Adjustment 
Assistance Board first. When they cannot get 
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a loan at any price, or at extortionate rates of 
interest from somebody outside—not from the 
banks but from the many other institutions 
—they will come to the Adjustment Assist- 
ance Board to enter into an arrangement 
whereby the banks will be prepared to deal. 


Mr. Hees: Then I take from what the Min- 
ister has said, Mr. Chairman, that really we 
can expect no reduction in interest rates to 
industry no matter how hard pressed they 
are. All this guarantee will do is to make 
money available at the going rate of interest, 
and there will be no reduction in interest to 
anybody. 


Mr. Sharp: No, there would not be other- 
wise. They will not be able to come, however, 
unless they have been unable to obtain 
accommodation elsewhere. 


Mr. More (Regina City): Mr. Chairman, will 
the guarantee be in the nature of 10 per cent 
of the total loan? It is not going to guarantee 
to repay the whole loan? 


Mr. Sharp: The Minister of Industry will be 
administering this, and I am not familiar 
with it. 


The Chairman: We will be hearing from 
Mr. Wright the Industrial Policy Adviser who 
will be speaking to us directly on the 
program. 


Mr. Sharp: One sentence I think sets it up 
quite clearly which states that the principal 
feature of the program will be the offer by 
the government of insurance of the major 
share of the risk of loss of these Industrial 
Adjustment Assistance Loans made by pri- 
vate lenders. 


It is not a 100 per cent guarantee; there 
will be a full insurance feature and second 
element, where the banks would not be pre- 
pared even to make an insured loan, there 
will be direct government loans in the case of 
carefully defined hardship up to a total of $10 
million in the first year of the program. 
Third, there is the program of the extension 
of technical assistance. 

I think it is a reasonable approach. I point 
out to the Committee that even the Industrial 
Development Bank, which is a government 
institution makes loans at rates that are, on 
the whole, a little higher than those of ordi- 
nary banks. There is nothing unusual about 
this, and while those who receive loans from 
the Industrial Development Bank may feel 
they would like to get the loans at a cheaper 
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rate of interest—I have never known any 
borrower who did not—nevertheless they 
would rather get a loan from the Industrial 
Development Bank than try to go into the 
market and raise funds in a bond issue or go 
to money lenders and pay rates of interest 
very much higher than those charged by the 
Industrial Development Bank. 


In a sense this plan is also a plan of last 
resort. It is a plan that comes into operation 
only when the industry concerned is unable 
to finance itself in the ordinary way. 


Mr. Hees: Well then, Mr. Chairman, this 
makes the going rate a very important one 
indeed. Does the Minister have any concrete 
reason for believing that say, within the 
next six months—and I do not expect him to 
produce a crystal ball, but I would like to 
have his opinion—interest rates are going to 
come down at all? 
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In the past year and, in fact, before that, 
interest rates have gone up steadily. The Min- 
ister has spoken about the things that he and 
the government, of which he is a member, 
are doing to reduce interest rates, but we see 
that interest rates continue to go up and up. 
What is his opinion of that? Do you see any 
hope of them coming down, or is your fore- 
cast for still higher rates? 


Mr. Sharp: Mr. Chairman, you will recall 
that when we were in Rio de Janeiro we 
spent a lot of time talking about world inter- 
est rates, which includes Canadian interest 
rates. I remember the Chancellor of the Ex- 
chequer asking a few of us to meet with him 
at the British Ambassador’s and talking from 
9 o’clock until midnight. In response to a 
question from the Chancellor he said: “We 
have here some of the wisest people in the 
world in this field’”—he was talking about 
himself—‘how do we _ get interest rates 
down?” We talked for three hours, at the end 
of which he said: “I do not know how I will 
ever explain this .to the Trade. Union 
Congress.” 


This is a world wide phenomenon, of the 
kind that we have not seen in our time, of 
high interest rates associated with easy 
money policies, and it shows a fundamental 
disturbance in financial markets throughout 
the world arising from changed expectations. 
It is not possible to control this in this coun- 
try but it is possible, I think, for us to see 
that our situation does not contribute to any 
higher interest rates than are appearing in 
the world as a whole. 
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We are, as Mr. Hees knows very well, one 
of the biggest borrowers of capital in the 
world. That being so our interest rates must 
be sufficiently higher than those in the United 
States to enable us to attract the capital we 
need. Therefore, there can never be any great 
change in the differential between American 
and Canadian interest rates. 

This is one of the fundamental controlling 
factors. I am not saying this because I am 
trying to deny responsibility; I am talking 
only about the nature of the problem that we 
face. We have responsibilities which we are 
trying to discharge, but we cannot bring 
down interest rates simply by issuing more 
money, by having an easier monetary policy. 
We have had a relatively easy money policy, 
so have the Americans, and under the cir- 
eumstances interest rates kept going up. 

I am satisfied myself that one of the rea- 
sons for this is the war in Viet Nam, the 
enormous expenses involved in that war and 
the great financing the United States has to 
do. The United States has not yet been able to 
do what we did, and that is to put on some 
appropriate taxes, and we must all hope in 
this country that the Americans will keep 
their own financial house in order so that we 
do not suffer unnecessarily from the conse- 
quences of this world-wide condition. 


Mr. Hees: Mr. Chairman, would the Minis- 
ter not agree that the spending policies of any 
government have a considerable effect on the 
interest rates existing in that country? Would 
he not agree to that? 


The Chairman: I will allow the Minister to 
answer this question, but I suggest to the 
Committee that we are not in a general dis- 
cussion of monetary policy either domestic or 
international. I think we should try and relate 
our questions to the subject matter. 


Mr. Hees: Mr. Chairman, with great 
respect, if I could say this: As the Minister 
said, we are discussing a government pro- 
gram to help hard pressed companies whose 
experience is expected to be more difficult 
due to the tariff reductions. These companies 
are going to have to sell in competition with 
cheaper goods; they are going to have to 
bring down their costs. One of the ways that 
costs can come down is to lower the cost of 
money. The minister has said that the govern- 
ment is unable to do anything to reduce inter- 
est rates to these people. I am asking, just as 
a Canadian interested in the future of the 
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economy of this country, where he believes 
that interest rates are going, and he has not 
answered that question. 


Mr. Sharp: Because I do not: know, Mr. 
Hees. 


Mr. Hees: You have no idea? 


Mr. Sharp: I have some ideas but they are 
private ones. 


Mr. Hees: Well then, could he answer this. 
I am convinced that the government’s experi- 
ence in spending has a considerable effect on 
the interest rates in any country. The last 
figures that I saw—and I am sure there are 
figures out more recently—were those pro- 
duced by the Dominion Bureau of Statistics 
which indicated that during the first seven 
months of this year... 
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Mr. Mackasey: On a point of order, Mr. 
Chairman. I do not think we are on the sub- 
ject matter at all. I think we are getting a 
propaganda speech here against the govern- 
ment and its policy versus interest rates in 
general. I could make the same case. Why do 
we not help the interest rates in housing? 
This has nothing to do with this particular 
subject matter. 


Mr. Hees: I am talking about the interest 
rates that are applicable to industries that are 
hard-pressed, and interest rates are some- 
thing that constitute a very important cost of 
production. I am asking Mr. Sharp if he has 
any figures which are later than the first 
seven months of the year which would indi- 
cate that the government’s rate of spending 
has been reduced? 


Mr. Mackasey: Mr. Chairman, I would like 
to speak on the point of order which is before 
you. 


The Chairman: Mr. Hees, if I may inter- 
rupt you, a point of order has been raised 
and I said at the outset this morning that I 
thought our discussion could have a latitude 
similar to the latitude that would prevail if 
this were being discussed in Committee of the 
whole House. At the same time, I think there 
are some bounds of relevance which are 
related to the subject matter before us. It is 
my personal hope that we will soon reach a 
time when such matters as the Economic 
Counsel Report, or any other medium-term 
report on economic conditions, would be 
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referred as a matter of general parliamentary 
practice to this Committee, at which time we 
would be able to discuss, in both a broad and 
detailed way, questions of this type. I also 
hore that perhaps as a matter of parliamen- 
tary practice we might even have referred to 
us such things as budget messages. I am 
expressing my own views, which I hope will 
be agreed with by other Members of the 
Committee and the House in general. Howev- 
er, as this is not the type of thing that is 
before us and as I think that general ques- 
tions of the type which you are now posing 
relate more specifically to a general discus- 
sion of economic conditions, and as I think I 
have already permitted quite a wide range of 
discussion and questions and answers 
between yourself and the Minister, I would 
ask you to relate your questions, on interest 
rates specifically to the type of thing which 
led to your questions; that is to say, what 
rate firms could borrow at who want to 
adjust to the Kennedy Round or in the alter- 
native, perhaps you may want to pass on to 
some other line of questioning. } 


Mr. Hees: Mr. Chairman, in reply to what 
you have said, the Minister has clearly 
indicated that firms can borrow at no lower 
rate of interest than the going rate because 
the government’s plan does not envisage mak- 
ing lower rates available to them. Therefore I 
think that the level of interest rates, and 
what takes them up or brings them down, is 
of great importance to this Committee and of 
great importance to industry. I think industry 
would like to have some clear-cut indication 
that the government’s program is bringing 
interest rates down or has some chance of 
bringing interest rates down in the future. 
However if it has not, if the government sim- 
ply washes its hands of the whole thing and 
says that this is an international matter and it 
is out of our hands, then I think the public 
and business should know it. If that is what 
the Minister believes, then I would like to 
have him say it. 

In other words, it comes down to this. If 
the government can do anything to bring 
interest rates down I would like to know 
what they are doing and how effective it has 
been, and if they are not, then I would like to 
have the Minister say they cannot and then 
we will know where we stand. Business will 
then know that it is probably going to have to 
face considerably higher rates in the months 
ahead than it has been experiencing during 
the past year. That is all. 
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Mr. Sharp: Mr. Chairman, may I just say 
that I really think we are straying very far. If 
Mr. Hees would like to have my views in 
extenso I will send him many speeches that I 
have written on the subject. He will probably 
ask me the same questions again and he will 
ask me to answer yes or no. Unfortunately 
these questions are not capable of being 
answered in a few brief words. They are 
extremely complex and I can tell you that 
ministers of finance everywhere in the world 
are puzzled about the same phenomenon. We 
can only do what we can in this field. Mr. 
Hees may nave had the view that it is not ade- 
quate, and I respect his view, but for us to go 
on with a discussion of interest rates would 
lead us very, very far astray, Mr. Chairman. 
I have made it quite clear what our policy is 
on the adjustment assistance and I do not 
think I can add anything to what I have said 
on this subject. 


The Chairman: Have you completed your 
questioning, Mr. Hees? 
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Mr. Hees: It seems that the Minister is not 
going to give me any answers. I have read his 
speeches extensively and I have not received 
any answers from them. 


Mr. Mackasey: Perhaps you have not read 
them carefully enough. 


Mr. Hees: I have read them— 


Mr. Mackasey: Or perhaps you did not 


understand them. 


Mr. Hees: I have read them very carefully 
and I think I am capable of understanding 
the Minister’s speech, your speech or anybody 
else’s speech. 


The Chairman: I think the chief factor here 
is that we may be moving rather far afield 
from the subject matter, which is the tariff 
changes arising out of the Kennedy Round. 
As I said at the outset, I hope we will reach a 
time when broad general discussions of eco- 
nomic policy of this type will be a matter of 
the regular agenda of this Committee. 
However, we have not reached that stage and 
this is really not the question before us. 


Mr. Hees: It seemed like this was an 
excellent opportunity, Mr. Chairman. 


The Chairman: We have an order— 
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Mr. Hees: I know the Minister is going to 
be very busy elsewhere on Thursday. I also 
think perhaps his mind is going to be on 
other things on Wednesday, and today is 
Tuesday. It seems like an excellent opportu- 
nity to understand the Minister’s point of 
view today before he gets on to other im- 
portant matters. 


Mr. Macdonald (Rosedale): At least he is 
correct in his understanding of the days of 
the week. 


Mr. Sharp: It should be directed to the 
particular points of substance. 


Mr. Hees: That is exactly what I thought I 
was directing my question to. 


Mr. Sharp: It seems to me that this is a 
scatter-gun approach and I am not going to 
respond to it. 


Mr. Hees: Having been a manufacturer and 
having been up against the kind of competi- 
tion that these tariff reductions bring about, 
the kind of questions that I am asking are the 
kind of questions that a manufacturer would 
want to have the answers to, and I am afraid 
that’: 


The Vice-Chairman: You might also want 
to consult with Mr. Sharp about his activities 
next Thursday and Friday. 


Mr. Hees: Mr. Chairman, if we were as 
clear about what we are asking today as we 
are clear about what he is going to answer on 
Thursday, I do not think we would have very 
much to worry about. 


Mr. Lambert: As a supplementary on this 
point of the government guarantee, is there 
not a risk, Mr. Sharp, that what you feel is to 
be sort of the last resort will be the rule of 
general conduct? You hope that industry will 
get its financial accommodation in the normal 
channels but if I am in the position of a 
lender and I can readily attach to the loaning 
transaction a government guarantee, I am 
going to make that a general rule. 


Mr. Sharp: No, I do not agree with this, 
Mr. Chairman. There will be many big indus- 
tries that will see great opportunities of 
expanding from the Kennedy Round that will 
have no difficulty in going to the market and 
raising money, and there will be others whose 
bankers will be only happy to finance it. We 
are not going to get all the cases. There are 
going to be many where there is such an 
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obvious opportunity available to them as a 
result of the reductions in the tariffs in other 
countries that they will have no difficulty in 
the ordinary sense. I believe we will be get- 
ting the exceptional cases. 


The Vice Chairman: If we have no further 
questions of the Minister I think we could 
excuse him at this time and thank him for his 
attendance. 


Mr. Hees: I would like to ask him a couple 
of questions. I thought other people would 
have further questions. 


Mr. Clermont: I said that I had a few ques- 
tions, Mr. Chairman. 


The Vice Chairman: I am sure we can 
continue. 


Mr. Clermont: You always ask those who 
did not ask questions if they want to ask a 
question, but you do not ask others who have 
already asked questions? 


The Vice Chairman: That is fine. Then cer- 
tainly we can continue. Mr. Hees, have you 
completed your questions? 


Mr. Hees: No. I would like to go on to 
another subject. I would like to get the latest 
report on what the Minister has been able to 
find out regarding the American attitude 
toward imposing import quotas against 
Canadian goods. We heard a lot about that 
last fall. What is the latest report on it? 


Mr. Sharp: I answered that in a general 
way this morning, Mr. Hees. 


Mr. Hees: I am sorry, but as you know I 
was not here. 
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Mr. Sharp: I said that so far most of the 
reports have been exaggerated and that I felt 
that the forces that were in favour of mainte- 
nance of the progress that has been made by 
the United States in the post-war years would 
prevail. For example, the first round of the 
Kennedy cuts came into effect and Congress 
did not act to stop this. I am sure there will 
continue to be particular pressures but I am 
not concerned any more now than I was 
about this. I feel that there is still a very 
strong movement in the United States to 
avoid embarking upon policies that will start 
a downward spiral of trade. Even in the 
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measures that the United States has been tak- 
ing to protect their balance of payments there 
has been a notable absence of action to 
restrict imports. It is quite notable. All the 
measures have been directed otherwise. Even 
in the border tax adjustments that I was talk- 
ing about this morning those are a defensive 
measure against Europe. They are not origi- 
nating in the United States as a means of 
improving their own balance of payments. So 
I believe that these pressures will continue 
and it may be that some of them will turn 
into Congressional action, but so far I do not 
see any reason to be any more apprehensive 
than I was. 


Mr. Hees: Can the Minister give us any 
idea how our economy will be affected by the 
requirement to repatriate profits—earnings 
made by American subsidiaries operating in 
Canada. 


Mr. Sharp: Mr. Chairman, I think this is 
right outside the terms of reference. I think 
we should confine ourselves to the terms of 
reference. 


Mr. Hees: I had not intended asking that, 
Mr. Chairman, but the Minister brought up 
these latest arrangements that have just been 
published, and I thought for that reason that 
it might be... 


Mr. Sharp: I brought them up because they 
were discussed this morning in connection 
with the border tax when you were not here, 
Mr. Hees. I made a statement on this subject 
in which I gave the intentions of the Canadi- 
an Government in response to the American 
initiatives on trade. 


The Chairman: In fairness to the Minister I 
think, perhaps, it should be said he limited 
his remarks to the general ambit of trade 
policy and did not deal with this matter with- 
in the ambit of the American balance of pay- 
ments problem. 


Mr. Hees: I might say, Mr. Chairman, it 
seems a shame that in a Committee of this 
kind—a business committee of Parliament 
which meets every few months, it is not in 
continuous session by any manner. or 
means—when the Minister is here—I do not 
think there is anything he must rush away 
for right at the moment—I think it is unfor- 
tunate that, perhaps, we cannot have this 
views on some of the matters that are of 
great importance to the country and certainly 
of importance to us. Now, there is no way of 
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requiring him to answer. If he does not want 
to answer then he does not have to answer, of 
course. 


Mr. Mackasey: Mr. Chairman, on a point of 
order... 


Mr. Hees: It would not take him very long 
to give an answer at this time and I think we 
would all be very interested; I know busi- 
ness, generally and I think Canadians, gener- 
ally, would be. 


Mr. Mackasey: Mr. Chairman on a point of 
order. 


The Chairman: Mr. Mackasey on a point of 
order. 


Mr. Mackasey: Obviously Mr. Hees is seek- 
ing a lot of information from the Minister in 
areas other than those we are assembled here 
to discuss. We were summoned back here, 
one week before Parliament reconvenes, for a 
specific purpose and to do so some of us have 
made sacrifices as I presume the Minister, the 
Chairman and Mr. Hees have. We are here to 
discuss a specific subject matter. I am inter- 
ested, to the same extent as Mr. Hees, in all 
these other implications affecting the economy 
of Canada. I just do not happen to think this 
is the proper place or time for it. 


Mr. Hees: Well, Mr. Chairman— 


‘Mr. Mackasey: I am speaking to you, Mr. 
Chairman, I have not completed my point of 
order. I raised a point of order twenty 
minutes ago and you asked Mr. Hees gently 
and kindly if he could restrain himself to the 
business on hand and, of course, he strayed 
away again for reasons best known to him- 
self. I would just like to know from the 
Chairman whether or not we are going to 
stick to the business on hand. If not, then I 
am sure each and every one of us can 
introduce some subject relating to the Depart- 
ment of Finance, maybe of general interest, 
but which has very little to do with this par- 
ticular subject. 


Mr. Hees: Mr. Chairman, in reply to what 
the hon. member has said, I think you will 
agree that I have offered several times this 
afternoon to stop questioning; I said that if 
there were other people who wanted to ask 
questions they should go ahead and I would 
wait until later. Each time nobody else had 
any questions to ask. You assumed that the 
members had asked all their questions. A few 
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moments ago you said, ‘‘Well, if those are all 
the questions we have, then I will be glad to 
excuse the Minister’. Obviously, therefore, 
nobody has any other questions to ask the 
Minister, no other statements to make—or 
they would be making them or would have 
said so at that time. It seems to be a great 
shame that on a day when Parliament is not 
meeting, when I, like you and everybody else, 
has made considerable sacrifice to be here 
today, the Minister could not answer a ques- 
tion. We have arrived at the time of a quarter 
to four; we have the rest of the afternoon; 
Parliament is not sitting; we have nowhere 
else to go and nothing else to do at this mo- 
ment. Some of us who are fishermen get our 
job done early in the day and do not have to 
do it at the end of the day. We all work 
whenever it is most easy for us. 


An hon. Member: Where were you this 
morning? 


Mr. Hees: I am speaking on his point of 
order. I say it seems to me a great shame that 
at a time like this when the Minister obvious- 
ly has a little time to give us—we do not 
meet too often—he could not answer a ques- 
tion which is of great importance to the coun- 
try and which, I think, he should be able to 
answer quite easily. However, if he does not 
want to answer it, then, of course, he does 
not have to. If you have some questions to 
ask, I would like to hear you ask some good 
intelligent question. 


Mr. Mackasey: If only you had been here 
this morning, you would have heard them. 
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Mr. Macdonald (Rosedale): Mr. Chairman, 
on a point of order, the question is not 
whether Mr. Hees can be guided through the 
economic meadows by the Minister. The ques- 
tion is whether we are going to deal with the 
Kennedy Round. Mr. Hees seems to be of the 
view that he can go on meandering through 
these various areas at a cost to no one else. 
We have Mr. Grey and Mr. Annis here who, 
for a period of several years, were engaged in 
the negotiations at the Kennedy Round. They 
are prepared to make statements to us and 
we have questions for them. Mr. Hees says he 
has nothing else to do today. He is fortunate. 
There is a group of gentlemen behind me 
who have a lot to do with busy government 
service and I think we should get down to the 
Kennedy Round. If Mr. Hees has questions to 
ask on the Kennedy Round he should ask 


Finance, Trade and Economic Affairs 


January 16, 1968 


them, but if not, I think we should get back 
to the business of the Kennedy Round and 
dispense with him. 


The Chairman: Gentlemen, I think that we 
have had a exchange of views on the point of 
order. I want to make it clear that the mere 
fact we are here at this time and that mem- 
bers indicated they had no further questions 
to ask the Minister on the initial round of 
questioning does not mean that any other 
member is free to ask any question that 
occurs to him on any subject which may 
somehow or other relate to the Minister of 
Finance. We do have an order of reference 
from the House, that is, the subject matter of 
the Kennedy Round resolutions. Unfortunate- 
ly, under the present rules of Parliament, we 
cannot of our own initiative take opportuni- 
ties to discuss questions which may be of 
importance or seem to be of importance to 
individual members or to the Committee at 
large. As Mr. Macdonald has pointed out, and 
as I explained this morning, in addition to 
the Minister, we have a number of Officials 
who have been requested to make statements 
and be available for questioning on specific 
aspects of this broad issue. They are waiting 
to testify after we complete our questioning 
of the Minister. I would suggest to the Com- 
mittee at large that we should attempt—and 
not only we should attempt—we should defi- 
nitely relate our questioning as closely as 
possible, although not unreasonably so, to the 
terms of reference imposed upon us by Par- 
liament. I apply this restriction to the Minis- 
ter as well. 


Mr. Sharp: Thank you. I will have to be 
restrained. 


The Chairman: Therefore, perhaps, I can 
call on Mr. Clermont who did indicate he had 
further questions related to our order of 
reference. 


[Translation | 

Mr. Clermont: Mr. Chairman, I do not 
know if the rule still applies to the present 
proceedings, but when we worked on the 
revision of the Bank Act, each member was 
allowed 20 minutes; after which he had to 
give up the floor to another member. This is 
the reason why this morning after a certain 
length of time—I do not know if I had 
reached the limit of twenty minutes—I left 
the floor to another member, but I indicated 
that I had other questions to ask. Mr. Hees 
invited our colleague, Mr. Mackasey, to ask 
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any intelligent questions he felt like asking. I 
do not know if mine will be intelligent, but I 
have the intention of asking a few more. 


The Chairman: I must thank Mr. Clermont 
for having reminded us that we adopted a 
twenty minutes time limit during our study of 
the Bank Act. Even if we had not established 
the same rule now we should remember that 
it created a very good atmosphere of fairness 
during our study of the Bank Act. Perhaps 
we should apply the same principle here. 

Mr. Clermont, do you have any more ques- 
tions to ask? 


Mr. Clermont: I still have 2 or 3 questions, 
Mr. Chairman, which should be asked of the 
Minister, rather than of his officials. The first 
question concerns the new tariff on machin- 
ery and equipment. Can the Minister of Fi- 
nance reply to any questions which we might 
ask with regard to machinery and equipment, 
or should these questions be asked of one of 
the officials of the Department of Industry? 


The Chairman: You could ask your ques- 
tions and we will see. 
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Mr. Clermont: Mr. Chairman, it is the Min- 
ister of Industry who will be responsible for 
submitting to the Cabinet and the Governor 
in Council the applications of companies that 
wish to import equipment or machinery free 
of duty if this machinery is not being sold in 
Canada or if it is in the public interest. You 
will have an advisory board of five members, 
the chairman of which will be an outsider. 
The other four members will be officials of 
the various departments. You will have also a 
revision committee formed of three outsiders. 
Why is there a difference Mr. Minister? It has 
been stated that the Chairman of the Com- 
mission of Revision will be a person who has 
no interests in export or import of machinery. 
Why make a difference? 


[English] 

Mr. Sharp: Mr. Chairman, the reason for 
this different composition of the two boards is 
that it was felt if there was a complaint about 
the original recommendation of the inside 
board that it should not be reviewed by other 
civil servants. It should be reviewed by 
independent outsiders who could take a view 
which was entirely independent from that of 
civil servants who are engaged in administra- 
tive duties. 


Finance, Trade and Economic Affairs 


267 


[Translation] 

Mr. Clermont: Mr. Minister, why did you 
not adopt the same policy with regard to the 
Advisory Board? Four officials and one per- 
son from outside the civil service will fill in 
the positions. Then why, out of the three 
members, should not there be at least one... 


[English] 

Mr. Sharp: The reason is that we do not 
think there will be very much difference of 
view. We believe there will be very few 
appeals and to establish an outside board 
would require us really, in effect, to hire 
them more or less as civil servants. They will 
have a great many cases to deal with. The 
appeal board can be outsiders in a much 
more real sense because they will only be 
hearing appeals. But we do not except there 
will be many appeals. We believe that it will 
be fairly easy to establish the right proce- 
dure. This is the logic behind our 
arrangements. 


[Translation ] 

Mr. Clermont: In another field, Mr. Chair- 
man, I note that, beginning with January 1 
and for the months of January, February 
and March, certain fruit and vegetables will 
be admitted free of duty. Others will be so 
admitted for six months instead of three. I 
hope that those which will be admitted for 
six months, especially vegetables, will not 
compete with our Canadian products. 


[English] 

Mr. Sharp: Mr. Chairman, I suggest this is 
the kind of detailed question that might be 
referred to the officials. 


The Chairman: Dr. Annis would be in a 
position to deal with this. 


[Translation ] 

Mr. Clermont: The other question, Mr. 
Minister. Canada is one of the few countries 
which has not participated in the Kennedy 
Round on the basis of 50 per cent all across 
the board. What are the main reasons for this 
refusal to negotiate on a 50 per cent basis as I 
think the United States and other GATT 
countries have done? 


[English] 

Mr. Sharp: In my opening statement I dealt 
with this, Mr. Chairman and perhaps I can 
put it this way. We are one of the largest 
importers of manufactured goods in the 
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world. We are not one of the largest export- 
ers of manufactured goods. Indeed I should 
think of our trade something between 15 and 
20 per cent of our exports consist of fully 
manufactured goods whereas it must be 60 to 
70 per cent—60 per cent of our imports which 
are manufactured goods. 
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Now on raw materials and on semi-proc- 
essed goods the prevailing level of protection 
—that is before the Kennedy Round—was 
relatively low so that most of our exports 
which consist of raw materials and semi-proc- 
essed goods, 80 to 85 per cent of our exports 
are already enjoying access to foreign mar- 
kets relatively free of tariffs. Therefore our 
gains from the Kennedy Round was not likely 
to be very large in that field; it was impor- 
tant in manufactured goods for our exports 
now, but it was potentially of very great 
value to us. 

On the other hand, if we had to reduce our 
tariffs in Canada by 50 per cent, it would 
have given an enormous advantage to the 
countries that were supplying us with such a 
large volume of manufactured goods. There- 
fore we contended that there was no reciproci- 
ty of benefit involved in our adopting the 50 
per cent rule. So the rule we did adopt—at 
least we did propose and it was agreed to by 
the other countries participating in the Ken- 
nedy Round—was that we _ should offer 
concessions equivalent in terms of their 
impact on trade to those offered by other 
countries. 

This was much more a subjective matter. 
The negotiators had to justify our package in 
a different way to say the British or the 
Europeans or the Americans in dealing with 
one another. Australia, too, negotiated on the 
same basis as we did. They did not accept the 
50 per cent across the board, for exactly the 
same reasons. That is the reason we differed. 


[Translation] 

Mr. Clermoni: The last question, Mr. Chair- 
man, is directed to the Minister, and I will 
keep my other questions for the officials of 
the various departments. The Minister men- 
tioned in his remarks the advantages which 
the Kennedy Round will give Canada. Does 
the Minister not have certain apprehensions, 
following the devaluation of the pound, that 
some of these advantages will be decreased or 
cancelled for Canadian exporters? 
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[English] 

Mr. Sharp: To the extent that the devalua- 
tion of the pound was not followed by our 
competitors in the British market the advan- 
tages are only reduced by the improved com- 
petitive position of producers within the Unit- 
ed Kingdom. In other words, our competitive 
position in the British market remains the 
same in relation to the United States as it did 
before devaluation or in relation to the 
French, the Italians, the Germans or the 
Swedes. On the other hand, all of us find 
ourselves in not quite as strong a position in 
competing with British made goods in the 
British market itself, or in outside markets 
where the British are competing with us. But 
that is inevitable in any adjustment of 
exchange rates. There is no way of providing 
against it. One of its principal purposes of the 
International Monetary Fund agreement is to 
prevent competitive currency devaluation and 
the British had to prove to the IMF that they 
had to reduce the value of the pound sterling. 
They could not have done it simply for the 
purpose of improving their competitive posi- 
tion. It had to be because their circumstances 
and their costs had changed in relation to the 
rest of the world in order to justify the 
devaluation that took place. For instance, if 
the United States—I cannot say the United 
States, but if France were ever contemplating 
devaluation they would have to prove it was 
necessary in the French circumstances, or the 
Germans, or the Italians or us for that mat- 
ter, if the circumstance ever arose. Presuma- 
bly it was because the British were in such 
serious difficulties; they were not as competi- 
tive as they should have been with the rest of 
the world, or with imports from Canada and 
the United States and Sweden. That is the 
only justification for the devaluation. 


Mr. Clermont: You said every country 
wanting to reduce its currency has to prove 
it. Was that the case in 1962 for Canada? 


Mr. Sharp: Yes. 


The Chairman: Mr. Clermont, we are start- 
ing to stray afield but you have completed 
your questioning; perhaps we could recognize 
Mr. Gilbert. 
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Mr. Gilbert: Mr. Chairman, we have had 
much discussion on assistance to industry and 
very little or no discussion on the assistance 
to the employees of the industry and I notice, 
Mr. Sharp, in the statement of the Prime 


! 


January 16, 1968 


Minister he says that there are two areas 
where assistance will be given, one by way of 
retraining, dependent on the financial 
arrangements made with the provinces for 
retraining, and second, changes to the Unem- 
ployment Insurance Act. Could you tell us if 
any financial arrangements have been made 
with regard to these special circumstances? 


Mr. Sharp: No. I am not in a position to 
answer the question. You should direct this to 
one of my colleagues. 


Mr. Gilbert: Then there is another ques- 
tion, Mr. Sharp, with regard to the auto pact 
agreement, the government had what is 
known as the TAB program and I notice that 
there is no TAB program with regard to the 
effect of the Kennedy Round. What is the 
reason for that? 


Mr. Sharp: As I said, Mr. Chairman, I hesi- 
tate to wander over into the fields of my 
colleagues and I think these questions should 
be directed to one of the other Ministers, 
either to Mr. Drury or to Mr. Marchand, or to 
whomever was the Minister of Industry at the 
time. 


The Chairman: Yes. We have the Parlia- 
mentary Secretary to the Minister of Labour 
here and I would ask him to take note of the 
question regarding the TAB program. And 
there is a representative of the Department of 
Manpower and I will be consulting with them 
so I will be in a position to have the informa- 
tion for the Committee on these subjects. 


[Translation] 

Mr. Comtois: Mr. Chairman, one question 
to the Minister. In order to be eligible for an 
insured loan, the companies have to prove 
that they have been seriously injured or are 
threatened to be by the tariff reductions 
Imposed by the Kennedy Round, or else that 
they have great possibilities for exportations 
as a consequence of this agreement. Does this 
apply only to existing companies or also to 
new firms that would be willing to take 
advantage of the Kennedy Round? 


[English] 

Mr. Sharp: I think the answer to the ques- 
tion is, yes, that it is open to new companies 
that want to take avantage of the new 
opportunities. 


The Chairman: If we have completed our 
questioning of the Minister relevant to our 
order of reference, perhaps we may again— 
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An hon. Member: We will let him off the 
hook! 


The Chairman: —suggest that the Minister 
be excused, and it may be that this exchange 
will help lead to a time when we fulfil a 
function like the Joint Economic Committee 
of the U.S. Congress and we look into these 
questions as a matter of regular practice. It is 
beyond our power at the moment to explore 
these subjects on a regular basis. 


Mr. Hees: I thought the Minister was so 
anxious to impart knowledge. 


Mr. Sharp: May I, before leaving, Mr. 
Chairman, thank you for inviting me and also 
congratulate the Committee for the work they 
have done in preparation for these meetings. 
I have been impressed by the questions that 
have been asked and the understanding of the 
nature of the program, and also finally, to say 
to Mr. Hees, that I forebear from saying I 
was busy on government business but I say it 
now. 


Mr. Hees: Could I ask one last question? 
Before the Minister leaves, would he like to 
give us a pre-run of the Thursday show? 


The Chairman: That is outside of all your 
reference! 


Mr. Hees: It was just a question, Mr. Chair- 
man. You cannot blame a fellow for trying! 


- The Chairman: We will excuse the Minister. 
e 1605 


As you know the Minister of Trade and 
Commerce will be with us tomorrow after- 
noon at 2.30 p.m. In the meantime we will be 
hearing from officials dealing with certain 
specific programs I would suggest to the 
Committee that we begin by hearing from 
Mr. J. J. McKennirey, Director of the Machin- 
ery Branch with respect to the machinery 
program to be followed, if we have time 
before tomorrow afternoon by Mr. H. H. 
Wright, Industrial Policy Adviser, on the 
industrial assistance program. 

Mr. McKennirey, perhaps you and your col- 
leagues would take your places here. 


Mr. Macdonald (Rosedale): I hate to see 
Messrs. Annis and Grey departing. 


The Chairman: I should explain to the 
Committee it was my view that it would be a 
more orderly way of looking at this if we 
heard from them after we heard from Mr. 
Winters dealing with export benefits and we 
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would also be in a position to hear from Dr. 
Annis without interruption on what may be a 
rather lengthy voyage through the Kennedy 
Round resolutions. I thought this would be 
more practical because these are more precise 
items on our Agenda. Mr. McKennirey, when- 
ever you are ready to proceed. 


Mr. J. J. McKennirey (Director, Machinery 
Branch, Department of Industry): Mr. Chair- 
man, I propose, with your permission, to deal 
briefly with the range of machinery covered 
by tariff item 42700-1 and then to summarize 
the advantages of the proposed item for both 
manufacturers and users of machinery. 


I would also mention that our Minister, Mr. 
Chairman, provided a detailed statement on 
the machinery program under tariff item 
42700-1 to the House of Commons on January 
12 and we have some copies of the statement 
with us if the Committee members would like 
to have them for ready reference. 


The Chairman: I believe I requested the 
Clerk to have these distributed and it may be 
the members are already provided with them. 
Am I correct in this gentlemen? If not, we 
can have the additional copies distributed. 


Are we ready to proceed? Are the members 
provided with the material in question? 


Mr. McKennirey: I do not propose, Mr. 
Chairman, to review that statement now but 
from time to time I think we will be referring 
to paragraphs in it because, as I say, it is 
detailed and every effort was made by the 
Minister to make it as definitive as possible. 

Now, to proceed with the coverage of tariff 
item 42700-1, probably the easiest way to 
approach that subject is to recall that, broad- 
ly speaking, tariff items for machinery in the 
customs tariff fall into two general categories. 
In the first category are those tariff items that 
cover specialized machinery for use in the 
resource industries or for use in certain 
industries that have received special consider- 
ation. These are frequently referred to as 
end-use tariff items or eo nomine tariff items. 
The second category comprises those items 
that provide for machinery not otherwise 
provided for in the tariff and, I am sure 
members of the Committee are familiar with 
that and the expression “machinery, n.0o.p.” 
And the tariff item 42700-1 that is proposed 
was basically aimed at dealing with the broad 
range of machinery that comes in under the 
machinery n.o.p. items. Now, the tariff item 
42700-1 deals with machinery n.o.p. which 
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comprises 45 per cent of Canada’s total 
machinery imports. Agricultural machinery 
accounts for 28 per cent and machinery for 
certain end uses and those eo nomine purposes 
account for the balance, that is 27 per cent. 
So, for the information of the Committee we 
are talking about 45 per cent of Canada’s 
total machinery imports. 
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Now, the range of machinery in the n.o.p. 
item is very broad. In fact, in the DBS list- 
ings of imports by commodity class, machin- 
ery and equipment of the kinds entering 
under 42700-1 are distributed over 356 com- 
modity classes. However, the great bulk of 
importation under the proposed item is cov- 
ered by 112 DBS commodity classes. This 
gives you some idea of the breadth of it. 
Some of the kinds of machinery involved are 
as follows and I will just mention a few of 
them to give you some idea of what we are 
talking about. There is general purpose 
machinery, that is power pumps, commercial 
refrigeration, air and gas compressors, ven- 
tilating exhausts, dust collecting machines, 
bottling, washing, can washing, packaging 
machinery, and there are many more kinds. 
Then there is metal-working machinery and 
tools, drilling and boring machines, forging 
and stamping machinery, lathes, milling 
machines, presses and the list goes on. Porta- 
ble power’ tools, specialized industry 
machinery—that is machinery for the pulp 
and paper industry—woodworking machin- 
ery, food processing machinery, rubber tire 
and tube building machinery, glass industries 
machinery, shoemaking machinery, chemical, 
electrical and electronic industries machinery. 
Then there is materials handling machinery 
which includes cranes, hoists, derricks, winch- 
es, conveyers, lift trucks. All range of serv- 
ice industry machinery: the commercial 
laundry machines, commercial dry cleaning 
machines, vending machines, motor vehicle 
and aircraft maintenance, servicing and 
repair machines. Then, in the range of con- 
struction, excavating and loading machinery, 
mixing and paving machines, plaster and 
mortar mixers, road Sweepers, concrete 
batching machinery and so on. As I say, the 
list covers 112 commodity classes. I only 
provided those as an indication of the range 
of products covered in this basket item. 

The two major tariff items being replaced 
by 42700-1 are 42701-1 which covers machines 
n.o.p. of a class or kind made in Canada and 
42720-1 covering machines n.o.p. of a class or 
kind not made in Canada. Now, those two 
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basket items account for 80 per cent of the 
imports covered by the proposed new tariff 
item. An additional 16 tariff items are also 
replaced by tariff item 42700-1 both to 
achieve greater consistency and simplicity in 
the tariff provisions for machinery and to 
increase the scope and effectiveness of the 
machinery program. 

The practice has been to refer to the intro- 
duction of tariff item 42700-1 and the provi- 
sion for remission thereunder—which we will 
talk about in a minute—as the machinery 
program. If you hear me using that phrase 
you will know what I am talking about. 


The basic objective in developing tariff 
item 42700-1 was to deal with the broad range 
of machinery in such a way as to reduce 
capital cost to machinery users and, at the 
same time, provide the maximum incentive 
which could be obtained from the tariff for 
machinery manufacturers. As you know, the 
new tariff item 42700-1 provides for common 
rates of duty on all machines classifiable there- 
under. That is, 24 per cent British prefer- 
ence and 15 per cent MFN. The tariff item 
states that remission of duty may be granted 
by the Governor in Council on the recommen- 
dation of the Minister of Industry when such 
remission is in the public interest and the 
machinery being imported is not available 
from production in Canada. By using this 
approach the incentives which the proposed 
tariff item 42700-1 provides for machinery 
producers can be maintained without, as I 
have mentioned, increasing costs of machi- 
nery not available from production in 
Canada. 


The incentive to machinery manufacturers 
is, as the Minister explained in his statement 
to the House on December 12, threefold. 
First, a substantial tariff, that is, 15 per cent 
MFN, has been retained on the great bulk of 
machinery imports compared with the com- 
petitive tariff rates in other industrialized 
countries. By the way, 90 per cent of our 
imports under tariff item 42700-1 are from 
MFN countries and of that 90 per cent, 89 per 
cent are from the United States. 


It might be noted that the margin of pro- 
tection over MFN imports remains the same 
as it was previously. That is, the old rates 
were 223 per cent for made in Canada and 74% 
per cent for not made in Canada so that the 
difference is 15 per cent. Under the new pro- 
gram the rate is 15 per cent and where remis- 
sion has been granted the rate, of course, will 
be reduced to zero so that the margin remains 


at 15 per cent. 
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The second advantage to machinery manu- 
facturers is that the rate of 15 per cent will 
apply to machines as soon as they are availa- 
ble from. Canadian production. Under the pre- 
sent tariff provisions the maximum protective 
rate does not apply until Canadian manufac- 
turers are supplying 10 per cent of Canadian 
consumption. 

The third advantage to machinery manu- 
facturers is that they will find it easier under 
tariff item 42700-1 to import production com- 
ponents of a kind not available from Canadi- 
an sources which will, therefore, reduce their 
cost of production. 

The advantage of the machinery program 
to users of. machinery is of course quite clear. 
They will be able to import machinery not 
available from production in Canada free of 
duty and this will reduce their machinery 
costs by an estimated $45 million per annum. 

A final advantage of the new program 
which applies to both manufacturers of 
machinery and users is that the proposed new 
approach will eliminate the uncertainty and 
often costly and time-consuming litigation 
caused by the use of class or kind made in 
Canada and not made in Canada categories of 
machinery. 

Mr. Chairman, that is a brief introductory 
summary of the coverage of the tariff item 
and the advantages which are expected from 
it. Would you like me to stop at this point or 
should I proceed with a brief outline of the 
proposed procedure for granting remission? 


The Vice-Chairman: What is the opinion of 
the Committee on this? 


Some hon. Members: Proceed. 


Mr. McKennirey: In that case I will refer 
you to page 8 of the statement the Minister 
made. I believe you have mimeographed 
copies but in any case I will read it. It states 
as follows: 

The procedure for dealing with 
application for remissions of duty on 
machinery is straightforward. Importers 
who find that their machinery require- 
ments are not available from production 
in Canada may apply to the Minister of 
Industry for a remission of duty, either 
before or after actual importation takes 
place. These requests will be referred to 
a Machinery and Equipment Advisory 
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Board established by the Governor-in- 
Council pursuant to the Department of 
Industry Act, composed of a Chairman 
with broad experience in commercial 
policy, and the Deputy Ministers of Fi- 
“nance, National Revenue, Trade and 
Commerce, and Industry. The purpose of 
this Board will be to advise the Minister 
of Industry regarding the eligibility of 
machinery for remission of duty in 
accordance with the provisions of Item 
42700-1. The Minister of Industry will, in 
turn, advise the Governor-in-Council who 
will have final authority in granting 
remission. 

The Machinery and Equipment Adviso- 
ry Board will proceed on a_ practical 
basis, rather than the present legalistic 
and formal approach 


[in matters of class or kind distinction]. 


Its findings will be based on facts of the 
ease and on practical considerations. In 
‘evaluating applications, the Board will be 
assisted by the specialized branches of 
the Department of Industry which will 
carry out the factual and analytic back- 


up work. 


In considering applications for remis- 
sion, the Advisory Board will have 
regard for two basic tests. First, it will 
want to know whether the machinery 
being imported is available from produc- 
tion in Canada; and Second, it will wish 
to satisfy itself that it is in the public 
interest to recommend that a remission of 
duty be granted. The criterion of availa- 
bility in Canada is to be understood as 
follows: Machinery is to be deemed avail- 
able in Canada if at least one manufac- 
turer has proven capability to manufac- 
ture machinery which, insofar as its 
range of physical qualities, operational 
characteristics and efficiency are con- 
cerned, is reasonably equivalent to the 
machinery for which relief of duty is 
being sought. 


Proven capability may be deemed as 
existing in Canada if: 

(a) the full range of technical and 
physical capabilities necessary for pro- 
duction of the machinery for which 
remission is sought exists within the nor- 
mal operational framework of at least one 
manufacture; and 
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(b) such facilities have in fact produced 
machinery which, in the judgment of the 
Board, has demonstrated a production 
competence reasonably equivalent to that 
required to produce the machinery for 
which remission is sought. 
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The Minister went on to explain: 


The criterion of public interest will be 
applied, in its broadest sense, in relation 
to the main objective of the machinery 
proposal, namely, that of encouraging the 
development of efficient Canadian indus- 
try. It is understood that, in the main, 
importations of machinery contribute to 
the maintenance, improvement, and 
expansion of efficient industrial activity 
in Canada. In the typical case therefore, 
remission of duty would be regarded as 
being in the public interest in cases 
where such machinery is not available 
from production in Canada. Such remis- 
sion would assist manufacturers to be 
more competitive by reducing their capi- 
tal costs. There may be instances, howev- 
er, where the Machinery and Equipment 
Advisory Board finds that the policy or 
practices of an applicant firm are clearly 
inconsistent with the development of 
efficient Canadian industry. In such 
exceptional instances, the Board may 
advise the Minister that remission is not 
in the public interest. 


Provision is being made for appeals 
from the findings of the Machinery and 
Equipment Advisory Board in respect of 
applications for remission of duty. 


Appeals will be referred to a Review 
Board composed of three members from 
outside of government. Such a Board will 
be established by Governor-in-Council 
pursuant to the Department of Industry 
Act to deal with cases as and when they 
arise. The Chairman would be selected 
because of the disinterested vantage point 
which his experience and position in the 
community would enable him to take, 
and the two other members may be 
drawn from those sectors of industry, 
that are important users and manufactur- 
ers of machinery. The Review Board, like 
the Advisory Board, will be expected to 
take a practical rather than a legalistic 
view of the case. 
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When the Machinery. and Equipment 
Review Board is of the opinion that 
remission should be granted in any case 
in which the Advisory Board has recom- 
mended to the contrary, the Minister of 
Industry would normally accept the Re- 
view Board’s findings and recommend 
remission to the Governor-in-Council. 


In any case, where the Review Board 
supports an appeal that relief of duty 
should not have been granted, the Advi- 
sory Board will be guided by the Review 
Board’s findings in respect of future 
applications for remission on the machin- 
ery in question. However, such an opin- 
ion could not be regarded as a firm 
precedent, since the facts about availabil- 
ity of machinery from production in 
Canada will be constantly changing. 


Mr. Chairman, that is the machinery pro- 
gram and probably this would be the best 
time to ask questions. 


The Vice-Chairman: Are there any mem- 
bers who would like to ask questions? Mr. 
Mackasey, and then Mr. Lambert. 


Mr. Mackasey: Mr. Chairman, my question 
is rather a specific one. When you were list- 
ing general machinery there was no mention 
of the broad range of machinery that is 
known as printing machinery for the printing 
industry. Does that fall in with this? 


Mr. McKennirey: No, sir; there is a special 
tariff item for printing machinery. 


Mr. Mackasey: Which will be maintained? 


Mr. McKennirey: Mr. Annis will answer 
that question. 


Mr. Annis (Director of Tariffs, Depariment 
of Finance): This is not a complete answer, 
but it is a nearly complete answer, I think. 
The main printing machinery items now are 
presses. A good many of them are dutiable at 
10 per cent ad valorem. There is provision for 
free entry already of some specific kinds of 
ancillary printing equipment. 

The Tariff Board report on printing machin- 
ery and equipment was made not very long 
ago and recommended a revision of the items 
in question. This revision would involve a 
very substantial extension of the free entry 
provision. The effect of this would be that the 
major types of printing presses would be 
moved from 10 per cent to 3 per cent. 
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Mr. Mackasey: How long will it take for 
this revision? 


Mr. Annis: I beg your pardon? 


Mr. Mackasey: When would this revision 
come into effect? 


Mr. Annis: The expectation is that it would 
come into effect next July 1. One particular 
item, the text of which is rather long and I 
would not look it up or try to read it to you, 
was inserted in the Kennedy Round schedule 
with the provision that it would come into 
effect providing for free entry as of July 1. It 
would not be practicable to do that in 
advance of the general and rather more 
extensive revision of the machinery and 
equipment items that are envisaged. In other 
words, that was our reason for holding this 
change until July 1. 


Mr. Mackasey: Mr. Chairman, the reason I 
have emphasized the printing industry is 
because this industry has in the past been 
very hard pressed to compete with the United 
States printers, and traditionally we import a 
great deal of our printed material into this 
country. The printers in Canada have operat- 
ed under tremendous hardships because the 
equipment in general comes from outside the 
country. . 

I asked that question specifically because in 
reviewing other changes, particularly 197501 
and 198101 which refer to fine papers used in 
the printing industry, I see a fairly substan- 
tial decrease over five years in the duties 
charged against papers coming into Canada 
despite the fact that at the present moment 
we have a depression in the fine paper indus- 
try in this country. It seems to me that we 
are singling out an industry and giving it 
both the bad ends of the stick in the sense 
that it is already suffering from imports, tre- 
mendous imports, and now we are making 
the raw materials coming into this country 
from the United States, particularly fine 
paper, even more competitive with the fine 
paper industry in Canada. On top of that 
we had retained, until I got that explanation, 
a fairly substantial tariff on production 
machinery which makes it very difficult for 
the industry in this country. 
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Mr. McKennirey: Mr. Chairman, I am not 
familiar with the whole background of the 
printing industry machinery and the Tariff 
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Board report on it. I do not know; I cannot 
comment. 


Mr. Annis: Mr. Chairman, might I add one 
word? I might add a word just to make sure 
that we are not speaking at cross purposes. 
When I was referring to printing machinery I 
was referring to the machinery that would be 
used by a printer, not the paper making 
machinery. The paper making machinery is 
under the machinery plan. 


Mr. Mackasey: No, I agree with you and I 
understood your answer. At the same time I 
mentioned fine papers, which again is a spe- 
clialized type of paper used by the printing 
industry in the production of brochures, 
advertising material and that type of thing. 
Now, our Canadian firms such as Domtar and 
Abitibi and others are hard pressed in this 
field at the present moment because of 
imports. At first glance these changes will 
make their position even less competitive. 
This is why I asked you about the machinery, 
could it be offset that way. 


Mr. Annis: Yes, and at a later stage pre- 
sumably you will want to talk about the 
tariffs on fine papers. There are tariff reduc- 
tions which will be staged over the five year 
period. 


Mr. Mackasey: Well, could I ask one final 
question. 


Mr. Annis: But that is a matter for the 


future. 


Mr. Mackasey: You stated you intend to 
revise the policy on printing machinery. Is 
there any way this can be brought into effect 
before the July date? 


Mr. Annis: I do not think it would be prac- 
ticable to do so because what we are dealing 
with here is a complex of machinery and 
ancillary equipment. The recommendations 
by the Tariff Board involve a substantial num- 
ber of changes, some of which will involve 
some renegotiation of existing items, or affect 
existing items, and it was felt that it would 
be best to deal with it in a package. 


Mr. Mackasey: Would they be from all 
countries or just some countries? 


Mr. Annis: Well, when I spoke of the 10 
per cent rate I was referring to the rate 
against Most Favoured Nation countries. It is 
free under the British Preferential Tariff on 
that particular stuff. 
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Mr. Mackasey: Thank you very much. 


The Chairman: Mr. Lambert is the next 


name on my list. 


Mr. Lambert: For purposes of clarification, 
Mr. Chairman, am I right in saying with 
respect to machinery that there will no longer 
be any appeals to the Tariff Board for rulings 
as to whether they are of a class or kind 
made in Canada? 


Mr. McKennirey: That is right, that is for 
machinery that is covered by 42700-1. 


Mr. Lambert: Yes. 7 


Mr. McKennirey: But there could be 
appeals whether or not a particular machine 
was covered by 42700-1 or covered by another 
tariff item in the customs tariff schedule. 


Mr. Lambert: Well, if the Tariff Board 
were to rule that the machine in question 
were to come under 42700-1, then that is the 
end of their deliberation. 


Mr. McKennirey: That is right. 


Mr. Lambert: And there is no further 
appeal then from the Tariff Board to the Ex- 
chequer Court? 


Mr. McKennirey: No sir. 


Mr. Lamberti: Therefore, for the bulk of the 
machinery, aS you indicated, we are now 
away from the Tariff Board and from the 
Exchequer Court and we are into the machin- 
ery advisory board and to the review board 
from who there is no appeal. 


Mr. McKennirey: Yes, sir. 


Mr. Lambert: Therefore, when you say that 
the Governor in Council will have final au- 
thority in granting remission there is no 
appeal from Cabinet? 


Mr. McKennirey: I do not think that was a 
completely accurate statement, Mr. Chairman. 
The point is that continued recourse could be 
had to the Cabinet again, although, as you 
say, they might not wish to reconsider it a 
second time. There is a political process that 
could be invoked indefinitely. 


Mr. Macdonald (Rosedale): But not to the 
courts? 


Mr. McKennirey: But not to the courts. 


Mr. Lambert: Well this is what I am after. 
The determination of whether the machinery 
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is of a class or kind made in Canada or not 
made in Canada which is not now subject to 
legal determination? 


e 1630 
Mr. McKennirey: That is right. 


Mr. Lamberti: This might be more directed 
to the Minister of Industry. Have representa- 
tions been received with regard to the poten- 
tial effects of this change in procedure? 


Mr. McKennirey: Yes sir. The proposed 
machinery program was the subject of quite 
extensive discussions with a number of 
associations of machinery builders. As you 
probably will recall, there have been a num- 
ber of recommendations made to the govern- 
ment over the years to try to find a more 
practical solution to this problem of solving 
the disputes over “made in Canada” and “not 
made” distinctions. Some of the recommenda- 
tions which have been put forward to the 
government, including the Canadian Manu- 
tacturers Association brief of last year, recom- 
mendations which are very similar to those 
being proposed here. 

The problem in the past has been in deter- 
mining whether or not machinery was of a 
class or kind made in Canada, the courts 
were bound by legal definitions and problems 
in semantics as to how broad or how narrow 
a class is. The expectation now is that the 
decision whether or not a machine is availa- 
ble from Canadian production can on a prac- 
tical basis having regard to what the machine 
actually does for the industry that is import- 
ing it. 

Mr. Lambert: I think we may be wanting to 
come back to that point. My next question is 
directed towards the meaning of availability. 
In the past there had to be a productive 
capacity of 10 per cent of the requirement in 
order to be considered to be of a class or kind 
made in Canada and available in Canada. 
Now it is that there is one firm, there is no 
quantitative quota or yardstick to be met. 
And if I read correctly elsewhere, this is not 
only that they are actually making this 
machinery, but that they could make the 
machinery. 

This brings up the difficulties of regional 
requirements and regional capabilities. We 
have run into this with, for instance, special- 
ized machinery, lumbering machinery made 
in British Columbia. There might be a 
requirement for a similar type of machine in 

27247—4 


Finance, Trade and Economic Affairs 


275 


Ontario, yet the cost of obtaining this machin- 
ery in British Columbia and bringing it to 
Ontario makes it too costly and it is not, in a 
true sense, available. This is one of the yard- 
sticks that applied before. Now, will this 
again be a limitation that if somebody in 
Halifax makes something, and we out in Al- 
berta or somebody in British Columbia will 
be caught by the determination that this is 
available in Canada, or that there is a firm in 
Canada able to make this machinery and 
therefore it is of a class or kind made in 
Canada. 


Mr. McKennirey: There are two parts to 
the answer. First of all, in the previous 
arrangement, if 10 per cent of consumption, 
for example, had been supplied on one side of 
the country and then the item was ruled 
‘made in Canada’, the problem would still 
obtain for the person on the other side of the 
country. So the problem could still exist. That 
is one thing and you will always have that 
problem. 


The other side of this answer is that a great 
deal of representation has been made to the 
government over many years by manufactur- 
ers of custom engineered machinery in Cana- 
da. The problem of demonstrating that your 
10 per cent of Canadian consumption is, in 
fact, sometimes impossible because the 
machine has never before been built in Cana- 
da, or conceivably never been built anywhere 
in the world. In that respect the law was 
virtually unworkable. 
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There are quite a few companies in Canada 
who have built up a custom engineered 
machinery production capacity, and they are 
the ones particularly who have suffered from 
the uncertainty when they were bidding to 
supply Canadian machinery users whether or 
not they would be getting the advantage of 
the protective rate, even though they had the 
capacity to supply. It is indeed in that area 
where the most difficult problems have arisen 
with respect to administering the class or 
kind distinctions. 


I might even amplify the unavailability 
further, Mr. Chairman. If the board was 
faced with a case where Canadian production 
capacity was clearly not equal to the demand 
that was being made, it would be up to the 
board to decide, but I expect that in some 
instances they would regard it as a matter of 
limited availability. The board, under this 
particular program, has a great deal of dis- 
cretion in the matter. The objective is to pro- 
vide protection for Canadian production 
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capacity in the machinery field where it actu- 
ally exists without, at the same time, penaliz- 
ing users of machinery unnecessarily where 
clearly no purpose for the Canadian machin- 
ery industry is served. 


Mr. Lamberti: Is the time of delivery an 
element of availability? 


Mr. McKennirey: Delivery would not nor- 
mally be considered a factor by the board, I 
do not believe. 


The Chairman: Excuse me, do you mean if 
they cannot deliver a product for, say, five 
years and the company needs it in two 
months this will not be taken into account? 


Mr. McKennirey: Mr. Chairman, I said not 
normally. The problem here is that the 
importer could always argue that the delivery 
offered to him by the Canadian supplier 
would take too long, and therefore seek 
remission, and if he wanted to make a case 
he might just postpone attempting to get the 
machinery until the last minute. It must be 
remembered that the premium for getting 
early delivery if availability is deemed to 
exist in Canada would only be 15 per cent. 
Assuming, for example, that the prices were 
the same in the United States and Canada 
and the purchaser has the opportunity of 
either buying in Canada and waiting say 
some months, buying at 100 or purchasing 
from the United States at 115. 


Mr. Lambert: One last point on the ques- 
tion of public interest. Now that is a fine- 
sounding phrase, but what yardsticks are to 
be used in determining what is public inter- 
est? Has there been any thinking about this 
or is this something that the boards in ques- 
tion and the Governor in Council will have to 
determine on an ad hoc basis? 


Mr. McKennirey: Mr. Chairman, I have, I 
think, three basic paragraphs here which I 
would like to just read into the record: 

The immediately evident reason for 
including the criterion of public interest 


in. Tariff Item 42700-1 is that it is an 


indispensable condition for government 
action. For example, public interest is the 
only criterion cited in Section 22 of the 
Financial Administration Act which 
authorizes the Governor-in-Council to 
remit any tax, fee or penalty on the 
recommendation of the Treasury Board. 


Thus, specific reference to the criterion 
» of public interest in Tariff Item 42700-1 is 
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not to establish particular limits or guide- 
lines which the Governor-in-Council must 
observe but, rather, to recognize the gov- 
ernment’s authority to apply the provi- 
sions of that tariff item in respect of any 
situation which may arise, in a manner 
compatible with the government’s over- 
all responsibility to ensure that the public 
interest is served. 

In view of the Machinery Program’s 
basic objective to encourage the develop- 
ment of efficient Canadian industry, the 
criteria of public interest and availability 
would normally be complementary. 
However, there may be circumstances in 
respect of certain applications for remis- 
sion where it does not necessarily folow 
that the public interest would be served 
by granting remission where the machi- 
nery in question is not available. 
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Some fairly non-controversial examples 
would be a case where an applicant is 
importing machinery, or an investigation in 
pre-emptive dumping of the same type of 
machinery is in process; or an applicant has 
been found in conflict with some government 
statutes; for example, anti-dumping laws 
under the Combines Investigation Act. But 
the Governor in Council could, of course; this 
will be up to the Governor in Council’s judg- 
ment here as to -when the criterion of the 
public interest should be invoked. But it was 
not to establish any specific guidelines; I 
think this is the main point. 


Mr. Hees: When you say the Governor in 
Council do you mean that appeals are going 
to go through the Cabinet as a whole? The 
Cabinet is going to ponder these questions? 
There may be a very great number of them. 


Mr. McKennirey: Well, the procedure is 
that the applications which do come in in 
considerable numbers each day will be 
reviewed by the Machinery Branch in the De- 
partment of Industry, which has a data bank 
that provides information on the total produc- 
tion capabilities and types of products that 
are available from the Canadian machinery 
industry. This is staffed with some people 
with engineering competence and they then 
advise this Machinery Advisory Board as to 
the availability of the machinery in Canada. 

The Machinery Advisory Board reviews 
these findings on a very frequent basis and 
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would advise the applicant for remission that 
remission is being granted or otherwise. The 
two sources of complaint could be where the 
applicant for remission is denied or where the 
Canadian machinery manufacturer feels the 
remission should not have been granted. In 
the first instance where the application has 
been denied, the applicant for remission 
could come back to the Board and say, why is 
it you believe that this machinery I am 
importing is available from Canadian 
sources? At this time he would be thoroughly 
briefed on the reasons why the Machinery 
Board concluded that the machinery was 
available from Canadian production. 

Now, he would be free to discuss this at 
great length and if he felt, at the end of this 
discussion, that he still should be granted 
remission, he could ask the Minister of Indus- 
try to set up an independent review board to 
look into the case again. In this event the 
independent review board would review the 
case then advise the Minister of what they 
thought, and if they found that remission 
should be granted in their view, the Minister 
of Industry would normally advise the Gover- 
nor in Council to grant remission. 


Mr. Hees: How many of these would you 
expect might go to the Cabinet in a year? 


Mr. McKennirey: First of all, all of the 
remissions will be granted by Governor in 
Council. What happens is that the procedure 
has been established whereby the Minister of 
Industry advises the Governor in Council on, 
say, something like a weekly basis or less: we 
have received 200 applications, here are all 
the findings and I would advise on the basis 
of the criteria set out in the Tariff Item 
42700-1 that remission should be granted. 

In any case where the Minister felt that the 
application for remission was one_ that 
involved very substantial considerations, he 
would probably bring it to attention of the 
Governor in Council and it would be given 
some detailed thought. 


The Vice-Chairman: If I might just intrude 
here, Mr. Lambert actually completed his 
period of questioning. The next name on the 
list is Mr. Macdonald and I think in fairness 
to him, unless he wishes to yield for a few 
supplementary questions, we should give him 
the floor. 
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Mr. Macdonald (Rosedale): If Mr. Hees 
wanted to finish his questioning, I would be 
happy to go after that. 
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The Vice-Chairman: Mr. Hees? 


Mr. Hees: Knowing how Cabinet is always 
short of time and under tremendous pressure 
to deal with the most important matters in 
the country, it seems to me rather extraordi- 
nary that they are going to load the Cabinet 
with a potential series of matters that should 
take up considerable time, if the Cabinet is 
going to do its job properly, to decide wheth- 
er or not remission of duty should be allowed 
on importation of machinery. 

It seems to me that it would be infinitely 
better that any appeal instead of going to 
Cabinet should go to the Exchequer Court or 
some body of that kind. I have been a mem- 
ber of the Cabinet and I know there is a 
tremendous pressure of business on Cabinet 
Ministers at all times, and to put a detailed 
matter like this into their laps in addition to 
what they have at present or what they will 
have in the future I think is a very unsound 
practice. 


Mr. McKennirey: I think it was a question 
of responsibility. I believe the Minister, in 
discussing it with other ministers, felt that in 
view of the objective to keep the program on 
a practical basis, to avoid any type of legalis- 
tic disputation with applicants for remission, 
the matter of availability or non-availability 
could be worked out by officials quite well 
and they in turn would then be apprising the 
Machinery and Epuipment Advisory Board 
—which, again, is civil servants—and that 
there would not be much necessity for taking 
up the Minister’s time with the cases from 
week to week. 

But nevertheless the responsibility for 
remitting the duties still should rest with the 
Governor in Council. I think in practice it is 
going to be very, very time consuming and 
unfair to the Cabinet. 


The Vice-Chairman: Mr. Macdonald? 


Mr. Macdonald (Rosedale): Mr. McKen- 
nirey, what happens to the mass of ‘‘made in 
Canada” or “not made in Canada” rulings 
obtained by blood, sweat, toil and tears over 
the years past? 


Mr. McKennirey: They no longer apply to 
the machinery coming in under 427001, but 
love’s labor has not been completely lost inas- 
much as the administration of the replace- 
ment parts for such machines is being set up 
on an automatic basis with reference those 
classic kinds of rulings that were established. 
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Mr. Macdonald (Rosedale): With regard to 
some of these machines, will the importers 
then have to go through the procedure of 
getting availability as opposed to class or 
kind rulings now on all of them? 


Mr. McKennirey: They do not get a ruling 
as such. The rate is statutory, 15 per cent, 
and the importers, however, can make 
application to the Board for the sake of 
administrative simplicity to cover, for exam- 
ple, six machines, or a dozen machines that 
they may import during reasonable period in 
the future. The Board may then recommend 
remission so that you would not be repeating 
the process day in and day out. 


Mr. Macdonald (Rosedale): It is true that 
you have established a $500 threshold for 
applications for remission? 


Mr. McKennirey: Yes, that is true. 


Mr. Macdonald (Rosedale): What happens 
when you bring in replacement parts for a 
machine on which you have made an applica- 
tion such as a newsprint machine for which 
you bring in two or three replacement parts? 
You automatically have to pay the... 


Mr. McKennirey: No. What will happen is 
that if an applicant applies for remission on a 
machine which he is bringing in after 
January 1, 1968, he will get remission for 
that, if remission is granted. Remission will 
be granted not only for the machine but for 
replacement parts for a three-year period 
thereafter. 


Mr. Macdonald (Rosedale): What about 
small items under $500 in value and over a 
period of time, virtually identical items may 
be brought in? Presumably you cannot get 
remission on the first one and you will never 
be able to get a remission on them. In other 
words, there are certain small types of 
machinery which you are putting out of... 


Mr. McKennirey: No, actually the $500 
threshold applies to the application for remis- 
sion rather than to the value of the item. 
Therefore, if an importer—say a distributor 
—who is importing some type of machine 
which only had a value of, say $60, and he 
imported a thousand of them. He could put 
them all on one application and then he only 
would pay duty on the first $500, the value 
for duty of that application. The purpose was 
to encourage that type of bunching to get 
away from this administrative... 
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Mr. Macdonald (Rosedale): Is that not going 
to compel Canadian importers to hold 
unnecessarily large inventories? 


Mr. McKennirey: No, actually you can 
apply for remission and bunch the items you 
are importing on one application, but you do 
not have to import them all at the one time. 
You can get remission of duty granted prior 
to remission for, say, a year’s supply, and 
then bring them in as you require them. 


Mr. Macdonald (Rosedale): Turning to page 
10 of the Minister’s statement, the two crit- 
eria for proving capability. The second one 
would seem to indicate that the manufacturer 
must have produced one such machine in 
Canada without tariff protection. Is that 
right? 


Mr. McKennirey: No, that is not the intent, 
Mr. Chairman, it is a question of production 
competence. For example, if a man has made 
a paper making machine and the skills and 
facilities required to do that are such that he 
could make a paper making machine of yet 
another type, while he may never have done 
it, that other type would be regarded as being 
available. 


Mr. Macdonald (Rosedale): In other words, 
he does not have to produce a machine rela- 
tively identical. It could be one that was very 
much smaller, in fact, not similar at all. He 
just has to show that he has an engineering 
competence. 


Mr. McKennirey: That is right, and that he 
is willing to supply. 


Mr. Macdonald (Rosedale): Are you sat- 
isfied that the proceedings which would take 
it out of the courts will be beyond the reach 
of things like prerogative writs, such as 
certirari and other writs which are available 
and which can be taken in the proceedings of 
other administrative tribunals in the courts? 


Mr. McKennirey: We have reviewed the 
proposed program in detail with the Depart- 
ment of Justice and they have not seen cause 
for alarm in that respect. 


Mr. Macdonald (Rosedale): 
Thank you, Mr. Chairman. 


That is fine. 


The Chairman: Mr. Wahn? 


Mr. Wahn: Mr. Chairman, I gather from 
the prescription of availability for the pur- 
pose of determining whether or not you are 
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entitled to remittance of the tax, as appears 
on pages 9 and 10 of the statement by Mr. 
Drury, is that machinery is deemed to be 
available in Canada if at least one manufac- 
turer has proven capability to manufacture 
the machine. It goes into further detail on 
page 10 and states that proven capability is 
deemed to exist if there is the technical com- 
petence and the physical capability to make 
it. What would be the situation, Mr. Mc- 
Kennirey, where there was the physical 
ability to make the machine, but in point of 
fact delivery could not be made, perhaps be- 
cause of orders already received. Would the 
importer in those circumstances be able to 
import the machine from the United States, 
for example, or from some other country, and 
get the refund of duty if, as a commercial 
matter he could not acquire the machine in 
Canada from this one Canadian manufacturer 
because of prior orders? 


Mr. McKennirey: Mr. Chairman, on that 
question, the Board of course, is the only 
body in a position to supply an answer, but I 
can attempt to volunteer an opinion. If the 
customer has a fairly immediate requirement 
and the Canadian suppliers are booked solid 
for a length of time which makes it impossi- 
ble for them to supply, then you would be 
imposing a burden on the company requiring 
the machine, and I think the Board would 
probably deem that the physical capability to 
supply did not exist. 
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Mr. Wahn: So actually, for this very rea- 
son you could have a situation—I do not think 
this would be hypothetical—where a Cana- 
dian manufacturer, producing the identical 
machine might just refuse to accept any fur- 
ther orders because of outstanding orders. 
That could happen. In all fairness, in those 
circumstances, is it your view that the 
Canadian importer could get a remission of 
the duty? 


Mr. McKennirey: Yes, I believe that the 
Board would likely judge that the capability 
to supply did not exist, at least not in the 
time frame that— 


Mr. Wahn: So, in your view, commercial 
considerations could be taken into account by 
the Board. There is an Advisory Board which 
is really a ministerial board. Is it the inten- 
tion that the decision of the Advisory Board 
be published? 
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Mr. McKennirey: Yes, sir. 


Mr. Wahn: They would be public property; 
and similarly the decisions of the Review 
Board would be published? 


Mr. McKennirey: Yes, sir. 


Mr. Lamberti: May I interrupt Mr. Wahn? 
Mr. Chairman, Mr. McKennirey told me that 
delivery dates would not be one of the yard- 
sticks with regard to availability. Perhaps I 
failed to express myself clearly. 


Mr. McKennirey: First of all, the statement 
that is made repeatedly is that delivery would 
not normally be a consideration. However, it 
becomes a question of whether or not the 
capability to supply really does exist. If the 
Canadian production capability is booked for 
a long period ahead and the Canadian compa- 
ny that requires a machine is then either 
forced to wait for an impractical length of 
time, or alternatively, to pay the 15 per cent 
premium to get the machine from the United 
States, the Board, I expect, would probably 
come down on the side of limited availability 
and say that the capability to supply in 
Canada is limited, or it is completely booked 
for a long time in the future, and to grant 
remission to the applicant would not erode 
the protection that was intended to the 
Canadian machinery manufacturers. 


Mr. Lambert: Thank you. 


Mr. Wahn: The hearings, I suppose, before 
the Advisory Board certainly would not be in 
public, but is it contemplated that the hear- 
ings before the Review Board be public? In 
other words, would the hearings be public or 
would they be private hearings? 


Mr. McKennirey: I think the Minister and 
the Board would determine whether or not 
the interests of the parties involved would 
best be served by having public or private 
hearings and would make a decision on that 
basis. For example, in the case of the Adviso- 
ry Board, applicants for remission can come 
in and seek remission before they have made 
a final decision to purchase. There is commer- 
cial confidentiality involved in that, general- 
ly, they would not want their investment 
plans disclosed. Consequently, it is not 
expected that the proceedings of the Advisory 
Board would be made public at the time they 
were taking place. However, the proviso in 
the tariff item requires that the remissions 
that are being granted be registered in public 
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accounts. More than that, we have also told 
the machinery industry that they would be 
kept fully informed as to where remissions 
were being granted without, again, divulging 
commercial confidentiality, so that they could 
be assured that the protection which was 
intended for them is being maintained. Once 
an applicant for remission, or a machinery 
manufacturer, becomes dissatsified with the 
outcome of his dealings with the Advisory 
Board and feels that there is a basis for an 
appeal, in most cases probably the matter of 
commercial confidentiality would no longer be 
involved and there would be no good reason 
for attempting to continue this in camera. 
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Mr. Wahn: I can see how under the old 
system where you had to make difficult dis- 
tinctions between items as to class and kind, 
legalities might creep in, but we are talking 
about availability and public interest, which 
are rather different tests. Is there some strong 
feeling that an ultimate appeal to a court of 
law would in some way hamper or hinder 
this program? I am thinking of an ultimate 
appeal now, say, from the Review Board. 


Mr. McKennirey: Right. The process of 
reasoning that went into the development of 
the program was as follows: The original 
intent of the class or kind distinctions was 
to provide a measure of protection for the 
Canadian machinery manufacturers and at 
the same time not impose an unnecessary 
burden on importers of machinery not avail- 
able in Canada; consequently, the “made” 
and “not made” distinctions were introduced 
in the tariff. For many years the tendency 
was to make these distinctions on a prac- 
tical basis, however, as the rates of duty 
between the two classes broadened, it became 
very worthwhile for importers to contest in 
the courts the ‘class or kind” distinctions. 
The courts then, of course, were bound to 
observe the legal definitions and to base their 
judgments on those definitions rather than on 
any practical common sense basis. The intent 
of the machinery program is to go back to the 
original intent of the “made” and “not made” 
distinctions in the tariff. As I understand it 
the ministers who first introduced the “made” 
and “not made” distinctions in tariffs stressed 
the fact that the intent was, as I say, to 
provide some protection to the machinery 
industry without burdening the rest of the 
Canadian manufacturers. 


The Chairman: It is now a few minutes 
after five o’clock and as we agreed, when 
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considering our arrangements, that we would 
adjourn this week at five, I would suggest 
that we adjourn until tomorrow morning to 
complete our questioning of Mr. McKennirey 
and his colleagues on this machinery 
program. 


Mr. Wahn: I have completed my question- 
ing in any event. 


The Chairman: 
meeting—yes? 


I therefore declare this 


Mr. Hees: Perhaps it is too late to suggest it 
now but knowing that there are a lot of 
things we want to discuss could we perhaps 
start at 10 in the morning instead of 10.30? 


The Chairman: It creates a problem for 
tomorrow because some members have had to 
leave for other engagements or other meet- 
ings and they are under the impression that 
the meeting is at 10.30. Perhaps you could 
bring this up tomorrow morning and for the 
balance of the week we might agree to meet 
at 10 o’clock. 


Mr. Irvine: Mr. Chairman, you say for the 
balance of the week. Are we going to meet 
right through until Friday or Saturday? I 
believe the original time was Thursday. 


Mr. Hees: I think it was Tuesday, Wednes- 
day and Thursday. 


Mr. Irvine: I think we should know this for 
purposes of airplane reservations. 


The Chairman: What I suggest we do is to 
see how we are getting along by the conclu- 
sion of our proceedings tomorrow afternoon 
and then we might decide whether or not we 
want to try and sit Friday. Perhaps we will 
agree to do this, because we seem to be mak- 
ing quite a bit of progress. Let us say Friday 
morning at least or we may decide to adjourn 
Thursday afternoon until the folowing week. 


Mr. Hees: Do you have any idea when it is 
proposed to bring this up in the House for 
discussion? I was under the impression before 
we left for Christmas that the reason for 
meeting this week was to enable it to be 
brought up in the House next week. I am not 
making a point, I am just asking for 
information. 


The Chairman: If the Committee is dis- 
posed to complete its consideration by the 
end of the week then it could be brought up, 
but I do not see how it is possible because we 
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have eight briefs from outside bodies to hear 
or at least to consider. Certainly I am sure 
that the government and the House would be 
quite happy to deal with it next week, but we 
may as well be realistic. 


Mr. Hees: I just wondered what the plan 
was. 


The Chairman: Mr. Clermont. 


Mr. Clermont: Is Mr. Hees through? We 
have to keep in mind that the notice said 
Tuesday, Wednesday and Thursday. 


Mr. Hees: That is what I thought. 


Mr. Clermont: If we continue into Friday 
some members of this Committee would, no 
doubt, have other commitments. 


The Chairman: As far as the notice is con- 
cerned, I do not think that this would have 
the same weight as the record of our proceed- 
ings when we discussed whether or not we 
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should meet this week. I will have to review 
exactly what was said at that time. All I am 
Saying is that we should discuss this at the 
close of our business tomorrow when we will 
have a better idea of the progress we are 
making and we will be able to decide at that 
time whether we should adjourn on Thursday 
until the following week or at least try to 
meet Friday morning. 


Mr. Clermont: Yes, but you cannot ignore 
the notice Mr. Chairman. We were advised 
that we would sit on Tuesday, Wednesday 
and Thursday. Personally, I can be available, 
but we have to be prepared to see how the 
other feel. The notice said Tuesday, Wednes- 
day and Thursday. 


An hon. Member: That is right. 


The Chairman: I will have to review the 
notice in our Minutes. You may have a very 
good point and we will look at it tomorrow. 
This meeting is adjourned. 
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The Committee resumed consideration of the subject-matter of the pro- 
_ posed Customs Tariff resolution, and continued questioning of the officials 
concerning the machinery programme. Mr. McKennirey and Mr. O’Connell 
answered questions. 


The questioning being completed, the Chairman thanked the witnesses, 
who then withdrew. 


Mr. Irvine moved, seconded by Mr. Wahn, that Canadian General Electric 
Limited and the Canadian Electrical Manufacturers’ Association be invited 
to submit briefs. After discussion, the mover and seconder agreed to amend 
the proposed motion by adding “provided the briefs are in the Clerk’s hands 
by 6:00 p.m., Friday, January 26, 1968.” 


After further discussion the motion, as amended, was carried. 
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Industrial Policy Adviser. 
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and Burns. 
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mittee, thanked the Minister and his officials. 
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The Chairman: Gentlemen, I think we are 
in a position to begin our meeting. When we 
adjourned yesterday we were hearing from 
officials of the Department of Industry on the 
machinery program and I believe that Mr. 
Lambert had just about finished his questions 
and we were going to recognize Mr. Mac- 
donald. Am I correct, Mr. Lambert? Have 
you completed your questions? 


Mr. Lambert: Yes, thank you. 


Mr. Macdonald (Rosedale): I just wanted to 
return, Mr. McKennirey, to the questions and 
answers that we exchanged last night with 
regard to the existing made in Canada or not 
made in Canada rulings and machinery that 
is under that. As I understood your answer to 
me, equipment which had previously been 
imported under one of those rulings—replace- 
ment parts, for example—will come in with 
no complication under the new provisions. In 
other words, the old ruling still stands for 
that equipment brought in before January 1, 
1968, in so far as replacement parts are 
concerned. 


Now, the question I put to you is what 
about the situation of an importer who has 
got these rulings before? Does he have to 
start back at square one with all of them 
again and get new availability ruling? 
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Mr. J. C. Stavert (Assistant Deputy Direc- 
tor, Machinery Branch, Department of Indus- 
try): The answer is, he has to begin again. 
The findings of the Advisory Board will be 
made only in respect of the machines that are 
covered by an application for remission. They 
will not constitute rulings in the sense that 
we always knew them from the Department 
of National Revenue. The Board will say that 
particular machines are not available as of 
the time that the application for remission 
was received. It is conceivable that at some 
period in the future they would be deemed to 


be available so they would not be rulings in 
the sense that we have come to know them as 
National Revenue practice. 


Mr. Macdonald (Rosedale): Notwithstanding 
the changes in the law the importation of 
machinery goes on and people naturally want 
to pay the lowest level of duty that they can. 
You are going to have an enormous number 
of applications for remission treatment. You 
probably have had them in the last 16 days. 


Mr. Stavert: That is correct. 


Mr. Macdonald (Rosedale): After 16 days 
how is it going? 


Mr. Stavert: Very well, Mr. Macdonald. Mr. 
Chairman, you mentioned to me last night 
informally that it might be useful to take the 
Committee members through the administra- 
tive detail of the program without going on 
for too long. 


The Chairman: Yes, I think it would be 
useful. It fits in at this point with Mr. Mac- 
donald’s questions. I might say that I asked 
the officials to provide us with the informa- 
tion circular which is distributed to importers 
of machinery from which they get their basic 
information for making use of the program. I 
believe members have copies in English and 
French. 


Mr. Macdonald, if it fits in with your ques- 
tions at this point perhaps Mr. McKennirey 
might make use of this opportunity first to 
tell us just what the administrative procedure 
is and second—perhaps more closely related 
to your own questions—if he has the informa- 
tion to tell us something about the number of 
applications received per week so far and 
what has happened to them so that the Com- 
mittee could determine what the trends are so 
far as the effectiveness of this program is 
concerned. 


An hon. Member: A good idea. 


Mr. J. J. McKennirey (Director, Machinery 
Branch, Department of Industry): Mr. Chair- 
man, perhaps we could begin by going back 
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to the statistics in the actual numbers of 
importations that take place under tariff item 
42700-1. We sampled importations under this 
tariff item for two representative months and 
learned that there were 20,000 import entries 
per month. Then we learned that 9,700 of 
these import entries were in respect of ma- 
chinery that in the past had been ruled of a 
class or kind made in Canada. 
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Now, we do not expect many applications 
for remission from importers of machinery 
which has been ruled of a class or kind made 
in Canada because one of the questions on 
the application for remission is related to 
the market. That is, we ask the applicant 
whether he has made any attempt to find a 
Canadian source. If you subtract the 9,700 
entries from the 20,000 entries you have 10,- 
300 entries in respect of machinery of a class 
or kind not made in Canada. Of this number 
6,300 are for replacement parts for machines 
that are already in the country. 

Now, in order to cope with the problem of 
dealing with applications for remission on 
6,300 replacement parts entries per month, a 
blanket arrangement was devised which con- 
forms to the practice that National Revenue 
has been following for many years in dealing 
with replacement parts. 

This blanket arrangement simply provides 
that in. the cases where replacement parts 
formerly entered the country in a “not made’”’ 
category—that is, at 74 per cent—Nation- 
al Revenue could allow them to enter free 
automatically and this is now taking place. 
So, the number of applications for machines 
in the “not made” category boils down to 
4,000 per month. 

Then we did an analysis of the values of 
this machinery that comes in and we learned 
that 670 of these machines were of a value of 
$500 or less; that is, the entries. These 
machines were at a $500 value or less level. 
So, by introducing the $500 threshold we then 
would reduce the number of import entries 
that would be the subject of applications for 
remission to 3,300. 


Mr. Lambert: Just one point here. I thought 
you told us yesterday that the treshold was 
$500 of duty, not of value of the machine. 


Mr. McKennirey: I am sorry. The $500 is in 
respect of the value for duty covered by the 
application for remission. For example, if you 
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were to bring in five $500 machines, one 
application would be $2,500 and then you 
would only be deducting the $500 from the 
$2,500. 

Then we also expected that because of the 
$500 threshold a number of import entries 
which were just slightly above the $500 
threshold would also not become the subject 
of applications for remission because it would 
not be worth the applicant’s time. That 
reduced, in our estimation, the number of 
import entries which would have to be dealt 
with by the Board to about 2,700 per month. 
This meant, on a working day basis, about 
125 to 130 a day. 

Now, we advised the machinery importers 
that it would be possible for them to reduce 
the administrative tasks involved in obtaining 
remission by making an application which 
would cover a series of import entries rather 
than one at a time. They have taken full 
advantage of this so far, so that whereas in 
the past we had something like 125 to 130 
import entries a day to consider, the bunch- 
ing that is now taking place as a result of this 
provision to deal with a number of import 
entries at a time has resulted, in our experi- 
ence to date, in about 70 applications a day. 

When the applications come in to the De- 
partment each day they are divided according 
to the type of machinery that is involved; 
that is according to the broad classes of 
machinery that are involved. Four small sec- 
tions review these applications in the light of 
the information we now have in a data bank, 
as to the availability of machinery in Canada. 
They are able to produce a very succinct 
statement as to availability before the Board 
in a matter of a week. The Board has roughly 
390 cases per week and the administrative 
staff of the Board advises it in a general way, 
of the cases that are clearly available or non- 
available. This covers the great bulk of the 
cases. The Board then can dispose quickly of 
those and move on to the cases where the 
discussion as to availability may become 
somewhat more involved. 
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Once the Board has made its findings, it 
reports them to the Minister of Industry 
through the Deputy, as a matter of form. A 
procedure has been devised whereby the 
material is summarized on sheets which are 
kept up to date every day. This material goes 
forward then to Governor in Council for ulti- 
mate decision. 
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The processes work quite quickly. When an 
application for remission is made it is sent to 
a post office box in one of our ten regions 
across the country, the Department of Nation- 
al Revenue clears the box once or twice a 
day, indicates the tariff classification of the 
machinery covered by the application, and 
forwards it to the Department of Industry, so 
it does not conflict with the regional distribu- 
tion of National Revenue activities. 


The question as to the value of former 
“class or kind” rulings relates to this matter 
of replacement parts. When these 6,000 
entries per month for replacement parts get 
to the border the importer identifies them as 
being for machines for which “class or kind” 
rulings had been made, and where rulings 
had not been made such as for machines 
which were formerly at a rate of 74 per cent 
and obtained for the parts, would now 
automatically come in free. 


Another advantage, administratively, in 
this arrangement is that the importer can, as 
I have already indicated, come to the Board 
months in advance of the actual delivery of 
the machines. As a matter of fact, he can 
come to the Board before he has even placed 
the machines on order. One of the reasons for 
this was to alert the machinery user to the 
possibilities of obtaining the machinery from 
Canadian sources, if there were any. So, he 
comes to the Board and is advised that in the 
event of non-availability, remission will be 
granted. He then obtains a notice of remission 
and presents this at the port of entry when 
the machine arrives. He can do this for a 
stock of machines that he plans to bring in 
over the years. But to do this he does not 
have to have previously purchased the 
machines. 

The administrative procedures have been 
reviewed in a tentative way with the various 
machinery dealers’ associations in Canada. As 
you know, a great deal of machinery and 
equipment—as a matter of fact, the bulk of 
it—is handled by dealers and I think it is a 
true statement that the dealers find the pro- 
gram quite attractive, not only from the 
standpoint of the fact that they will be able to 
sell their imports cheaper in Canada, but also 
because it is not an administratively cumber- 
some arrangement. 
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Mr. Lambert: Could we go back a bit to the 
steps an importer takes. For instance, a con- 
tractor who has bid on and received a job 
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and then wants to bring in the machinery to 
do it. His first contact, I take it, is with the 
customs officials or does he first have to geta 
notice of remission or some sort of certificate 
from the Machinery Board that he must pre- 
sent to customs on entry? I am finding this a 
little cumbersome, if I may say so. 


The Chairman: I think your point is well 
taken. I think, perhaps, Mr. McKennirey 
could clarify this. If I am not mistaken, the 
dealer has a choice. He can import the 
machines, pay duty and later apply for remis- 
sion once he gets the certificate, or he can get 
the procedure cleared away and get his 
remission certificate before he imports them. 
If he does the latter, he hands it to the cus- 
toms officials at the border and the machine 
goes through. 


Mr. McKennirey: That is right. 


The Chairman: Am I right in interpreting 
it in that way? 


Mr. McKennirey: 
Chairman. 


That is right, Mr. 


Mr. Clermont: Which is preferable for your 
Department, before or after? 


Mr. McKennirey: It would be preferable if 
he applied before, because if there were a 
possible Canadian source for the machinery 
he intended to buy, he could be advised of it, 
and might redirect his purchase, which would 
be in the interest of Canadian industry. Also, 
of course, it relieves the pressure of time 
because once he has imported it and paid his 
duty, his money is tied up. He then comes to 
the Department and is anxious to see that the 
remission procedure moves very quickly. 


Mr. Wahn: Mr. Chairman, may I ask a 
related question on this subject? 

The Advisory Board, as I understand it, 
includes the Deputy Ministers of the three or 
four interested departments. Since January, 
how often have they been meeting to consider 
these applications and how often do they 
meet during the week? 


Mr. McKennirey: They have met once and 
it is their present plan to meet at least once a 
week. 


Mr. Wahn: With say 350 applications to 
consider at each meeting, they could not go 
into each one in detail. They would have to 
be guided by the information received from 
the officials in the departments and the data 
bank, I presume. 
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Mr. McKennirey: That is true. They would 
have to be guided by the findings of the 
officials. The Board has a permanent secre- 
tary whose job it is to review the findings of 
the individual technical officers as to availa- 
bility and non-availability. I think it should 
be emphasized that in the great majority of 
cases it is very clear cut as to availability or 
non-availability. 

Last September the Department sent out a 
survey questionnaire to the entire machinery 
industry asking them to describe in detail 
what they made and what their capabilities 
were. All this information was then brought 
in and microfilmed, and where the informa- 
tion is adequate, fast communication is made 
with the various machinery manufacturers to 
determine whether or not the availability 
exists. It is clear cut in a great number of 
cases. 


The Chairman: Perhaps we should return 
to Mr. Macdonald; he has been very courte- 
ous through all of this. 


Mr. Macdonald (Rosedale): In answer to 
Mr. Lambert’s specific question, prior to an 
actual entry of a machine, should the import- 
er address himself to the Department of In- 
dustry or to the Department of National 
Revenue? 


Mr. McKennirey: 
Industry. 


To the Department of 


Mr. Macdonald (Rosedale): Is it an absolute 
proposition that anything that was the subject 
of a “made in Canada” ruling, by definition, 
will be available in Canada? 


Mr. McKennirey: Oh, no. 


Mr. Macdonald (Rosedale): The “made in 
Canada” ruling does not necessarily make it 
available? 


Mr. McKennirey: No, that is true. It is a 
totally different set of criteria altogether. The 
“made in Canada” ruling was based purely on 
the 10 per cent test. 


Mr. Macdonald (Rosedale): When you refer 
to a series of import entries are you, in fact, 
referring to the situation where the customs 
broker, or the importer himself, will say: “I 
expect over the course of this year to import 
“X” number of these machines and I am 
making an application now for the foreseea- 
ble future”, whether in fact the entries are 
ultimately made. 
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Mr. McKennirey: That is true, yes. 


Mr. Macdonald (Rosedale): To deal with the 
motivation for taking this out of the legal 
system, or out of the law courts, am I correct 
in stating that the reason is that the criteria 
involved, in arriving at judgments on availa- 
bility, for example, are not really susceptible 
to legal reasoning? In other words, they are 
questions of engineering and of economics, 
and the legal process cannot really effectively 
deal with these? 


Mr. McKennirey: Mr. Chairman, I would 
not want to disparage what the legal process 
can do or what can be achieved by it. Certain- 
ly, in determining this matter of availability, 
you have a set of factors that have to be 
taken together and weighed and a practical 
judgment arrived at. I am not too sure how 
well you can introduce that factor of judg- 
ment into a strictly legalistic analysis of the 
problem. 


Mr. Macdonald (Rosedale): I would just like 
to make it clear that I agree. I do not think 
that this is susceptible of legal consideration; 
and the criterion of public interest is one that 
is ultimately decided by people who can be 
held politically responsible for it. 


Mr. Lambert: This item is an exception to 
the whole of the Customs Tariff which is sub- 
ject, of course, to the Customs Tariff Act and 
to the rulings of the Tariff Board and to 
appeals to the Exchequer Court. This is an 
exception to that. 


Mr. McKennirey: No, sir. The tariff item, 
as does any other tariff item, establishes 
statutory rates for imports, and it is always 
possible for the Governor-in-Council to remit 
any duty under section 22 of the Financial 
Administration Act with respect to any one of 
those customs tariff items. 


As I understand the thinking of ministers, 
it was felt, because of the scope of the ma- 
chinery program, that the provision for remit- 
ting duty which could be invoked under sec- 
tion 22 of the Financial Administration Act 
should be made specifically in the tariff item 
itself. 


Mr. Lambert: I am sorry, but I think you 
misinterpreted the purpose of my question 
and observation, which followed upon Mr. 
Macdonald’s contention or observation that 
this was getting away from, shall we say, the 
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legalistic interpretation of availability and, 
obviously, of class or kind. Every other item 
in the Customs Tariff is subject to the legal 
determination of whether it is of a class or 
kind made in Canada. All the other items are 
under the Tariff Board and not under the 
Machinery Advisory Board; and, in fact, the 
first step in deciding whether machinery 
should come under 42700-1 may be for deter- 
mination by the Tariff Board, which is a legal 
interpretation. 


Mr. Macdonald (Rosedale): The definition of 
a frontier is still subject to the Tariff 
Board... 


Mr. Lambert: Therefore, I would say that 
this is an exception. What you are setting up 
is an exception to the whole of the determina- 
tion under the Customs Tariff Act, which is a 
legalistic one. 


The Chairman: I think it is correct to say, 
Mr. Lambert, that much of this is a special 
procedure to deal with a special situation in 
our productive capacity generally. 


Mr. McKennirey: Mr. Chairman, technically 
I am not too convinced of this... 


The Chairman: Perhaps I might interrupt 
to add that what you appear to be driving at 
is that it is technically possible under the 
existing law, as provided by the Financial 
Administration Act, to do this for any tariff 
item; but as a matter of policy, so far, this 
has been done only with respect’ to 
machinery. 
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Mr. Lambert: Mr. Chairman, you have got 
the wrong end of the stick. It has always 
been possible to remit under any item. I am 
not going into the question of remission; I am 
talking about the question of the determina- 
tion of class or kind. Under item 42700-1 this 
is a matter for the Board, and it is stated that 
it will not be the legalistic approach that had 
prevailed under the Tariff Board. However, 
the whole of the rest of the Customs Tariff is 
still under the Tariff Board, and that proce- 
dure will continue. Therefore, what you are 
doing, in essence, is setting up an exception 
of procedure under the Customs Tariff. 


Mr. McKennirey: Mr. Chairman, I think 
this can be cleared up—I hope. First, the 
Tariff Board is still the judicial body that will 
determine what falls into any tariff item. In 
the past, in machinery, you had a tariff item 
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for “not made” and a tariff item for “made’’. 
Consequently, the Tariff Board made that 
decision. In the proposed 42700-1 you do not 
have a tariff item for “made” and another for 
“not made”. You have only a common tariff 
rate; you have only one item. 


The Board, which is advising the Minister 
here, does not make any rulings on what is 
“made” or “not made” which obtain indefi- 
nitely, nor does it make any determination 
about what tariff item a particular machine 
falls under. It merely advises the Minister 
that the machine in question, which is subject 
to a statutory rate of 15 per cent, is a 
machine that is not available from production 
in Canada and that, therefore, in its opinion, 
it would be in the public interest to allow 
remission of duty. The statutory rates are 
clear. There is no question of determining 
what tariff item the machine falls under. 

Strictly speaking, the only novel feature in 
this proposal is that instead of providing for 
remission under section 22 of the Financial 
Administration Act Parliament is being asked 
to provide for that remission in this particu- 
lar tariff item, because, as I say, Ministers 
felt that the breadth of the program justified 
that kind of treatment. 


Mr. Macdonald (Rosedale): The answer to 
Mr. Lambert’s question is yes, though. He 
approached this from the standpoint of the 
appeal procedure, and this is now an excep- 
tion to the appeal procedure. You have been 
answering in terms of approaching it from 
the point of view of remission, and, of course, 
it is not an exception; remission is available 
in all circumstances. But from the standpoint 
of appeal procedure this is an exception to 
the general principle. 


Mr. McKennirey: The appeal procedure 
that we are talking about refers to... 


Mr. Macdonald (Rosedale): I am talking 
about the legal appeal procedure ultimately 
and throughout, into the court system. 


Mr. McKennirey: The appeal procedure 
applies to whether or not an imported 
machine falls under particular tariff items. In 
this situation the appeal procedure on wheth- 
er or not it falls under 42700-1: would still 
obtain. 

The same statement could be made about 
any tariff item that does not have a twin “not 
made” item. For example, in the case of elec- 
trical apparatus, which does not have a “not 
made” item, the Minister could be asked to 
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remit duty on a particular good coming in 
under that item, and could do so under sec- 
tion 22. 


The Chairman: Perhaps I should interject 
here. Even though this is written under a 
tariff item it appears from the wording of the 
tariff item that some of the subsections of 
section 22 of the Financial Administration Act 
continue to apply. I am not saying this to 
create any controversy, but just to make clear 
that the powers given to the Governor-in- 
Council by section 22 of the Act continue to 
apply, at least in part. 
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Mr. McKennirey: Mr. Lambert, I would 
like to make the point again that in any item 
where there is not a twin “not made” item, 
the statutory rate applies and remission could 
take place under section 22. In this particular 
case a province is being asked to make a 
specific provision for remission but you have 
not any exceptions in the tariff item; in the 
tariff schedule. 


Mr. Lamberti: No, no Mr. McKennirey I 
think you have misunderstood entirely what I 
have been trying to get at. I say the principle 
or the practice of appeal under 42700-1 is 
different than the principle and procedure of 
appeal under all of the other items under the 
Customs Tariff Act. 


The Chairman: I think Mr. McKennirey 
would agree with you. 


Mr. Lambert: Well that is fine. That is the 
only point that I was trying to make very 
clear. 


The Chairman: The next name on my list is 
Mr. Wahn. 


Mr. Wahn: I have no further questions. 


The Chairman: Well then I recognize Mr. 
Clermont. 


{Translation] 

Mr. Clermont: Mr. Chairman, my first 
question may have been asked in my absence. 
Have the Advisory Board and the Revision 
Board been in office since January 1, 1968? 


Mr. McKennirey: Yes, sir. 


Mr. Clermont: Who is Chairman of the Ad- 
visory Board? 
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[English] 
Mr. McKennirey: The Chairman has yet to 
be appointed sir. 


[Translation] 


Mr. Clermont: Then he is partly in office 
because the other four members are civil 
servants. 


[English] 
Mr. McKennirey: That is right. 


[Translation] 


Mr. Clermont: How about the members of 
the review board. Are they in office and who 
are they? 


[English] 

Mr. McKennirey: The intention is that the 
review board would not be appointed at the 
outset. The expectation is there will be very 
few appeals and therefore, I believe the Min- 
isters are planning to appoint a review board 
on an ad hoc basis to deal with appeals as 
and when they arise, pending some experi- 
ence with this. 


There was the idea of appointing a standing 
review board which did not appear to have 
much merit inasmuch as we did not expect 
many appeals to occur. There may also be a 
problem of conflict of interest. One could 
appoint these outside members, who would be 
engaged in industry, and it might be that the 
particular subject under appeal was of per- 
sonal concern to them. 


Mr. Macdonald (Rosedale): So the four dep- 
uty ministers have been sitting but there has 
been a vacancy for the chairman. 


Mr. McKennirey: They have been appoint- 
ing an acting chairman among themselves. 


[Translation] 


Mr. Clermont: If the Revision Board is not 
formed as soon as possible, might there not 
be cases where the appeal would be delayed? 
You have mentioned in one of your remarks 
that it would be preferable for the application 
to be made before the importation of the 
machinery or equipment to save the manufac- 
turer from tying down some of his capital for 
too long a period. 


[English] 

Mr. McKennirey: Mr. Chairman, the appli- 
cant for remission who was_ unsuccessful 
would I believe, in the first instance, go back 
to the Machinery and Equipment Advisory 
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Board that had made the negative finding and 
discuss in detail the basis for their finding. 
Again, the practical aspects of the case would 
be reviewed with them in great detail and the 
applicant would be fully apprised as to why 
the Board felt that the machinery in question 
was available in Canada. Following that type 
of interchange if the applicant still felt that 
an independent outside body would conclude 
differently, he would then ask the Minister 
and I think the Minister could fairly quickly 
find three people to serve in a review capaci- 
ty on a one-case or two-case basis. We would 
hope that anyway. 
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Mr. Clermont: I hope your hope is correct. 


[Translation] 


I would like to ask Mr. Chairman. In the 
opinion of our witness is the protection given 
under the Kennedy Round sufficient to pro- 
tect the Canadian machinery and equipment 
industry? I think that the Canadian machin- 
ery and equipment manufacturers now con- 
trol at least 50 per cent of the Canadian mar- 
ket. Therefore, I wonder if the present tariff 
gives our Canadian industry sufficient protec- 
tion, compared, let us say, to other industrial 
countries such as the United States, Great 
Britain and Japan. What are the tariffs for 
those countries? Or what will they be by 1972 
when tariffs have been increased by succes- 
Sive stages? 


[English] 

Mr. McKennirey: Mr. Chairman, I refer to 
the Minister’s statement of December 12 in 
answer to this question; the proposed rate of 
15 per cent MFN provides a reasonable meas- 
ure of protection. The Department of Indus- 
try does believe that it is a level of protection 
which will enable the machinery industry in 
this country to progress. The level of protec- 
tion is very substantial when compared with 
that that applies in other industrialized coun- 
tries and as the Minister pointed out when 
the United States reductions are fully imple- 
mented, their corresponding rates of machin- 
ery will range from 5 to 8 per cent and 
other corresponding rates are U.K. 74 per 
cent, E.E.C. 5 to 8 per cent and Japan 74 
per cent. 


[Translation] 

Mr. Clermont: What do you mean when 
you say that Canada is forced to become in- 
volved—that the tariff should not be lower 
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than 9 per cent. What do you mean by: lower 
than 9 per cent. I read in the first paragraph 
on page 7 of the Minister’s Report to the 
House of Commons: 

As a consequence, Canada gave an 
undertaking that the average annual inci- 
dence of M.F.N. duty under 42700-1 
would not exceed 9%. 

What do you mean by that? 
[English] 

Mr. McKennirey: It means that when you 
calculate the burden of duty on total importa- 
tion, having regard to the amount of duty 
that has been remitted in cases where 
machines are not available in Canada, you 
will arrive at a figure that in practice will 
probably be lower than 9 per cent. But we 
undertook to the United States that the figure 
would be at least 9 per cent. It is an average 
figure. 


Mr. Clermont: Average. 
Mr. McKennirey: An average figure. 


[Translation] 


Mr. Clermont: I note that a Canadian 
importer can make an application for remis- 
sion in the case of used machinery as well as 
spare parts. 


Mr. McEennirey: Yes, sir. 


Mr. Clermont: Why is it that item 42700-1, 
which includes certain household appliances, 
also includes machinery and equipment? 


[English] 
Mr. McKennirey: You are referring sir to 
the parts, attachments... 
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Mr. Ciermont: No, not parts. 


[Translation] 


I understand that this is mainly for second- 
ary industries such as manufacturing and ser- 
vices: they will be entitled to a remission on 
tariff duties, and certain appliances would 
therefore be destined for the household for 
household. Why include such items under 
42700-1? 


[English] 

Mr. McKennirey: Mr. Chairman, the reason 
for the inclusion of the machines that you are 
talking about is basically that 42700-1 deals 
with machines not otherwise provided as I 
indicated in the tariff explanation yesterday. 
It is inevitable that a certain odd collection of 
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items eventually will be grouped under a bas- 
ket provision such as Machines, n.o.p. The 
only alternative to that would be to establish 
an extremely extensive series of tariff items 
for each and every type of machine that was 
involved. 

You will recall that I mentioned yesterday 
that the machines being imported under the 
Machines, n.o.p category were distributed 
over 356 devious import classes and that very 
substantial importation took place in at least 
112 of those import classes. So, if you wanted 
to be specific theoretically you would end up 
with, say, 112 tariff items. 

Then you will find that there is a great 
range of machines. They range from machines 
worth $10 to machines worth $2 million or $3 
million in the same basket item. Now, I might 
also point out that in the case of consumer 
appliances which you mentioned, the Tariff 
Board determines what is or is not a machine. 
These definitions then guide the Department 
of National Revenue in determining tariff 
treatment for goods coming into the country. 
Under Tariff Board guidance certain 
household appliances with mechanical fea- 
tures came in under 42701-1 and 42720-1 for 
many years. 


[Translation] 
Mr. Clermont: Thank you, Mr. Chairman. 


[English] 

Mr. Macdonald (Rosedale): Could I just 
ask a question in connection with one of Mr. 
Clermont’s questions? Concerning the refer- 
ence to the 9 per cent undertaking in the 
United States, you do not forsee any difficulty 
on the basis of recent past experience? A 
much smaller percentage of these imports are 
actually dutiable. What happens if, in fact, 
there is a change and you get halfway 
through some future year and you find that 
you are over the 9 per cent? Is everything 
after that automatically duty free, or how do 
you handle that problem? 


Mr. McKennirey: It is a very hypothetical 
problem. As a matter of fact, it appears to be 
completely beyond the range of possibility. 
The distribution of imports for the past two 
years has been 65 per cent “not made” and 36 
per cent ‘made’. In a statistical analysis, 
using the only approaches available for the 
years previous to that, we arrived at a statis- 
tical breakdown of 60 per cent “not made” 
and 40 per cent ‘‘made’’. 
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The United States, in doing their analysis, 
arrived at a breakdown of 65 per cent “not 
made” and 35 per cent “made”. Now, if you 
assume that by and large where the item in 
the past was determined “not made’, that it 
would be non-available in future, you would 
get an average increase of somewhere 
between 6 and 7 per cent. To go above 9 per 
cent, it means that over 60 per cent of the 
machinery imports into Canada would have 
to be regarded as available in Canada and 
subject to the 15 per cent rate. 

Now, the reason why people do import 
machinery is because usually it is not availa- 
ble. That is one of the most obvious reasons. 
Therefore, there does not seem to be any 
possibility whatever of a situation where over 
60 per cent of machinery imports would be of 
a kind that is available from Canadian 
production. 


Mr. Macdonald (Rosedale): Thank you. 


The Chairman: Mr. Lind, and then I will 
recognize Mr. Saltsman, who is sitting in with 
us today. Mr. Lind? 


Mr. Lind: On this question of parts for 
machinery, I see at the bottom of the second 
page of this folder that you allow used equip- 
ment to come in and everything applies that 
applies to new machinery. Now, if the 
machine is five years old when it enters who 
places the value on the machine? 


Mr. McKennirey: The Department of Na- 
tional Revenue. 


Mr. Lind: Parts are allowed to come in for 
two years because it says “will be considered 
on the same basis as for new machinery.” Why 
do you limit parts entries free of duty to two 
years? It is after the machines have been in 
use for three or four years that you really 
need parts. 


Mr. McKennirey: Mr. Chairman, I think 
there has been some misunderstanding about 
what the information bulletin says there. If a 
used machine were to be imported after 
January 1, 1968, and notice of remission was 
granted in respect of that machine, the notice 
of remission would also cover the replace- 
ment parts for that machine for a period of 
three years. ~ 


Mr. Lind: For a period of three years? 
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Mr. McKennirey: Yes, sir. The reason for 
the period of three years is that it was felt 
that rather than make definite commitment 
with respect to the availability of parts from 
Canadian production, the advisable course 
would be to limit the extent of remission for 
a workable period of, say, three years, and 
then review the issue again if the particular 
machinery user still sought more remission. 


Mr. Monteith: It might be renewable? 


Mr. McKennirey: Yes sir; there would be 
no reason why it would not be if the items 
are not available. 


Mr. Lind: The parts could be brought in 
duty free? 


Mr. McKennirey: Yes sir. 


Mr. Lind: Why do you state at the end of 
(b) that these parts will be allowed to enter 
duty free for a period of two years commenc- 
ing Jannuary 1, 1968? 


Mr. McKennirey: We are talking there, sir, 
about machines that were imported into 
Canada prior to January 1, 1968, in the ‘not 
made” category. For machines that are 
imported after January 1, 1968, at the time 
remission is granted the remission notice will 
cover any subsequent replacement parts. 


Mr. Lind: But your Review Board would 
review it and, if they thought it legitimate, 
would grant them free entry if they were not 
made in Canada later. 


Mr. McKennirey: That is right. They would 
get remission for three years for replacement 
parts at the time they brought in the 
machine, and at the end of there years they 
can seek remission and get it for whatever 
period the Board determines after that. 


Mr. Lind: They would review the case even 
if it has been imported before January 1, 
1968? 


Mr. McKennirey: Oh, yes. 
Mr. Lind: Thank you, Mr. Chairman. 


The Chairman: Before I recognize Mr. 
Saltsman perhaps I should adhere to our 
usual practice and ask whether all members 
of the Committee have had their initial turn. 
If so, I will recognize Mr. Saltsman. 


Mr. Salisman: Thank you. Do you antici- 
pate any difficulty with inter-plant transfers 
between parent plants and branch plants in 
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Canada so far as machinery exchanges are 
concerned? For instance, a rental arrange- 
ment; a sort of invoicing that would look like 
a purchase arrangement. Are you anticipating 
any difficulties with this kind of transfer? 


Mr. McKennirey: Mr. Chairman this is a 
technical question. Possibly Mr. O’Connell 
would be the one to answer. 


The Chairman: Yes, you can refer ques- 
tions to your colleague who specializes in the 
area. 
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Mr. J. H. O’Connell (Chief Programs Divi- 
sion, Machinery Branch, Department of In- 
dustry): Are you directing this question to 
branch plants? 


Mr. Salisman: Yes, branch plants of the 
United States parent, for instance. 


Mr. O’Connell: Where it would involve 
used machinery? 

Mr. Salisman: Where it involves used 
machinery. 


Mr. O'Connell: Well, this machinery would 
be subject to determination by the Depart- 
ment of National Revenue as to its tariff clas- 
sification and subject to appraisal for evalua- 
tion purposes. If it were under Item 42700-1 
then the importer would be entitled to make 
application for remission. 


Mr. Salisman: For argument’s sake, suppose 
the branch was renting it on an inter-plant 
agreement rather than on a purchase basis? 
The branch was not actually purchasing; 
there was no purchase agreement; there was 
simply a rental agreement for a period of five 
years. These difficulties now exist in Canada. 
Can you tell me what is a lease and what is a 
purchase? 


Mr. O’Conneill: They would still be entitled 
to make application for the remission of duty 
involved on the item, whether it was pur- 
chased on consignment or leased. 


Mr. Salisman: I see. The same rules will 
apply. 


The Chairman: I think Mr. Saltsman is 
driving at this. If there is any question as to 
the importer’s obligation to pay duty, depend- 
ing on whether the machinery enters the 
country on the basis of a lease or an outright 
purchase, it still must clear customs and there 
must be determination as to whether or not it 
is subject to duty. If it is, then the importer 
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has a right to apply for remission. The fact 
that it is leased—allegedly or nominally 
leased—by the importer, rather than pur- 
chased, does not put the importer in a more 
favourable position than he would be if he 
actually purchased it? 


Mr. O’Connell: No. 


Mr. Saltsman: I have just one question on 
used machinery and replacement parts. In 
some machines, the parts are the most valua- 
ble or the most costly part of that type of 
machinery. Do you anticipate that some used 
machinery could be brought in that was pret- 
ty well worn out and then under the three- 
year provision have the entire machine 
rebuilt with duty-free parts? If a frame 
comes in could the mechanical portions of it 
which might be pretty well worn out at that 
time be completely rebuilt with duty-free 
parts? 


Mr. O’Connell: If these parts were not 
available in Canada, I assume that the 
importer could do just this, but you still are 
protecting machinery manufacture if it is 
available in Canada, both in regard to the 
parts and machinery. 


Mr. Lamberti: I would like to ask Mr. 
McKennirey about representations to the Ma- 
chinery and Equipment Advisory Board. We 
know a Canadian manufacturer has the right 
to make representations to the Board or to 
make an application for remission or opposi- 
tion to remission, too. We have heard a brief 
outline of the procedures of the Board at the 
present time and you have indicated the num- 
ber of cases they might be dealing with in 
anticipation that it will be expeditious and so 
forth. But what about these contested matters 
and the scheduling of hearings which can be 
very difficult as I think anyone who has had 
any contact with the Tariff Board or the De- 
partment of National Revenue will realize? 
How do you envisage the handling of such 
representations and what rights do people 
have to appear before you? What rights have 
interveners to come before you? 
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Mr. McKennirey: First of all, the Board’s 
staff would be prepared to talk to agents of 
the importer as well as the importer himself. 
The applicant for remission would file his 
application and if he received a remission, of 
course, there would be no problem. If he did 
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not, he would then, I presume, either tele- 
phone or write to the Board and explain that 
he did not feel his case was fully understood. 
At that point he could come in and talk to the 
officials who would explain the basis of the 
findings of the Board. After that, if he feels 
that the officials have not taken .all factors 
into account, he could go to the Board itself 
and talk to them. They intend to proceed on a 
pragmatic, informal basis and not to have 
official hearings, as it were. However, he 
would have access to them and there are no 
limits contemplated in that respect. 


Mr. Lambert: Let us face it, at the moment 
I think you are groping in the dark with 
regard to the procedure at this level. You 
have not hit on it. But I can certainly envis- 
age an intervener seeking permission and 
presumably he will have the right to inter- 
vene, to question or to make representations. 
There will be questions and cross-examina- 
tion because notwithstanding the fact that 
you may want to maintain this on an informal 
basis, I think you are going to head into this. 


Mr. McKennirey: Yes, sir. The experience 
of the past month has been good in this 
respect. The program was announced on 
December 12, but the machinery industry and 
machinery importers were aware of it even 
before that because of last July’s announce- 
ment and they have been visiting and dis- 
cussing cases with the officials. To date, no 
difficulty has arisen that could not be solved. 


The Chairman: I think Mr. Lambert has 
entered a very important area. How does a 
Canadian manufacturer find out if you people 
have or intend to grant a certificate permit- 
ting the remission of duties from machines he 
thinks he can supply in Canada? How and 
when does he find this out? 


Mr. McKennirey: Mr. Chairman, the ma- 
chinery builders associations have spoken to 
us in this respect and we advised them that if 
they wished they could receive notice of 
every remission that had been granted. It 
would be a very voluminous type of informa- 
tion or, alternately, we could work out with 
them a practical arrangement whereby they 
would come in on a regular basis and sit 
down with the machinery branch of the De- 
partment of Industry and review the areas in 
which remission has been granted. We would 
provide them with as much information as 
they wished in order to be sure that their 
protection had been maintained. 
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We have written to them on a number of 
occasions and advised them to be sure to keep 
us advised as to the products they supply. 
There may be instances, although we are 
optimistic in this regard, when they just fail 
to advise us that they are in a position to 
supply. Later they might then find, with 


| respect to one or a few machines, that remis- 


sion had been granted because they failed to 
keep the Advisory Board informed as to what 
they could supply. But this, of course, is a 
situation that exists in the tariff, generally. 


The Chairman: In other words, you, 
attempt to protect the Canadian manufactur- 
ers’ interest through the supply of the infor- 
mation you maintain, on a continuing basis, 
as to what Canadian manufacturers produce? 


Mr. McKennirey: That is right. We have 
also told the machinery builders that we will 
sit down with them and have _ thorough 
reviews of the areas in which remission has 
been granted so that they can be sure that 
their protection has not been eroded. In addi- 
tion to that, it may be—we are hopeful, as a 
matter of fact—that they will see from the 
import patterns the areas of opportunity for 
manufacturing for themselves. 


The Chairman: How does this contrast or 
compare with the present procedure for 
application for a “‘class or kind” ruling? Per- 
haps you could tell us about that. 


Mr. McKennirey: At present, unless the 
machinery builder seeks a “made in Canada” 
classification, the machines being imported 
under the old arrangement were considered 
of a class or kind not made in Canada. 
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The Chairman: Before January 1, 1968, if 
somebody wanted a class or kind ruling—per- 
haps we should just put this on the record 
—am I correct in saying that most of the 
procedure was an administrative one within 
the Department of National Revenue? 


Mr. McKennirey: That is correct. They 
went to the Department of National Revenue 
and said: we ask that a ruling be made that 
the machines we supply are of a class or kind 
made in Canada. National Revenue would 
then proceed to determine whether or not 10 
per cent of consumption was being supplied. 
‘This would be an administrative procedure 
and it would relate, of course, to the distinc- 
tions the Tariff Board had made on what was 
the class or kind of machine. 
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The Chairman: So really what is in opera- 
tion now is not drastically different with 
respect to whether it is an administrative or 
judicial procedure as far as the great bulk of 
the cases is concerned. 


Mr. McKennirey: The difference in this 
respect is that as soon as a machine is availa- 
ble from production in Canada it enjoys the 
15 per cent protective rate whereas in the 
previous arrangement the builder had to sup- 
ply 10 per cent of Canadian consumption. 


The Chairman: What I am driving at is 
this: before, under the old class or kind set- 
up, the whole procedure for making a class or 
kind ruling up to the time the ruling was 
made was an administrative one within the 
Department and not a judicial one providing 
a sort of adversary proceeding and notice to 
all concerned. In this respect, the procedure 
you are using now is no different? 


Mr. McKennirey: That is correct. 


Mr. Lamberti: But then in the next step 
there is a difference. 


The Chairman: That is correct. 


Mr. McKennirey: Mr. Chairman, if I might 
comment on this question which Mr. Lambert 
has brought up before. If importations were 
made under a tariff item such as 44524-1 
—electrical apparatus which I mentioned 
previously—and the importer claimed that 
the product was not made in Canada; he 
would have no recourse to the Tariff Board to 
appeal the “made” ruling. 


An hon. Member: Why not? 


Mr. McKennirey: Because there is no tariff 
item for a “not made” electrical apparatus 
and a “made” electrical apparatus. The Tariff 
Board is concerned with tariff classifications. 


Mr. Lambert: One moment—but you see 
regularly in the Canada Gazette class or kind 
rulings of a variety of kinds and also of 
individuals—companies—that I have been 
aware of that had to go before the Tariff 
Board in order to get a class or kind ruling. 


The Chairman: This is by way of appeal? 
Am I correct? 


Mr. McKennirey: This is a situation where 
there are two tariff items; one for “not made” 
and one for “made’’. 
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Mr. Lambert: I will venture that in certain 
things if there were a general item which 
caught everything and there were no dis- 
tinction between “made in Canada” and “not 
made in Canada” of course there would be no 
distinction because it would serve no useful 
purpose. But, certainly in the great number 
of cases there was this distinction. 


Mr. More (Regina City): I just wanted to 
ask Mr. McKennirey this question. Once you 
grant remission, and, in the case of parts, for 
two or three years, you say nothing can inter- 
fere with that period? Is that correct? 


Mr. McKennirey: No, sir. 


Mr. More (Regina City): When the review 
comes if a Canadian manufacturer says he 
supplies, it is then taken into account; but 
the period granted remains. 


Mr. McKennirey: Yes, sir. 


The Chairman: Will the Orders in Council 
establishing fight to remission be published in 
the Canada Gazette? 


Mr. McKennirey: Are you referring to the 
weekly Order in Council that would remit 
duty’ on. :’: 


The Chairman: All the applications that 
came in. 


Mr. McKennirey: Yes, sir. 


The Chairman: This will be published in 
the Canada Gazette and will be therefore 
available to the public. 
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Mr. McKennirey: Yes, sir. 

Mr. Chairman, I might qualify that. The 
Order in Council could be of a_ general 
nature, that is, indicating the amount of duty 
that was involved and the authority under 
which the remission was given and would not 
include all the detail about the individual 
applicants who obtained remission. 


The Chairman: Could somebody go to the 
Department and get that information? 


Mr. McKennirey: The answer is ‘Yes’, 
except that commercial confidentiality would 
be observed here. For instance if an importer 
of a machine, who had yet to make a deci- 
sion, came to the Board and asked for a 
notice of remission and at the same time did 
not want to disclose his business plans that 
confidence would be respected. 
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The Chairman: Could a Canadian machi- 
nery manufacturer ask for a review board if 
he somehow learned of the change? 


Mr. McKennirey: Yes, sir. 


The Chairman: If the review board were 
set up, say, a year after the original remis- 
sion order and the review board ruled that 
the remission should not have been granted, 
what would happen? 


Mr. McKennirey: The remission would 
stand. The reason is that if an importer is 
advised that the machine he is contemplating 
buying will not be subject to duty and then 
he proceeds on that assumption it would be 
inequitable to later advise him that he is now 
subject to duty. 


The Chairman: Who protects the equities of 
the Canadian machinery producer who has 
been found to be successful in his review? 


Mr. McKennirey: I think that the Canadian 
machinery producer will, first of all, keep the 
board fully apprised of its capability to sup- 
ply the officials of the department who will 
be fairly familiar with that capability. In any 
case where it would be a subject of doubt, it 
would automatically follow that the Canadian 
machinery industry has the capability and the 
ruling would not go against them; the finding 
would not go against them. 


The Chairman: It boils down to what I said 
before, that really there is a serious responsi- 
bility on the Department to have this infor- 
mation on a current basis. Do you have a 
procedure for regularly circularizing indi- 
vidual manufacturers with respect to their 
capabilities? 


Mr. McKennirey: Yes, sir. We advise the 
entire Canadian machinery equipment manu- 
facturing industry of the program. We asked 
them specific questions on what their 
capabilities were; they have responded and 
this material is all in a— 


The Chairman: I realize that but what 
about getting it updated? 


Mr. McKennirey: We plan to continue cir- 
cularizing them regularly to ensure that they 
do keep us informed. 


Mr. Wahn: Mr. Chairman, this is in relation 
to a question I asked yesterday about publici- 
ty with regard to decisions of the Advisory 
Board and review board. I wonder if I could 
just refer Mr. McKennirey to that? 
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©’ The Chairman: Yes. 


Mr. Wahn: I asked you yesterday, Mr. 
McKennirey, whether the decisions of the 
Advisory Board and the review board would 
be made public and it is my understanding 
‘you indicated they would be made public. 
Would the only publicity be publication of 
this Order in Council which might be in gen- 
‘eral form or might not give details of the 
items involved. So acutually then people in 
the industry might not have any clear idea of 
just what decisions have been made. 


Mr. McKennirey: In the machinery 
industry? 
Mr. Wahn: Well, or other competing 


importers for example. In other words, one 
importer might get a remission and another 
importer who was not quite as sharp might 
not know about it, or could that happen? 


Mr. McKennirey: Well, when a decision is 
made to remit duty with respect to particular 
machines, that decision will be recorded in 
the data bank which we have on the machin- 
ery industry and if an application for remis- 
‘sion were received the following week with 
respect to that machine—or type of 
machine—reference would be made to the 
earlier findings and also to whether or not 
any additional information had come before 
the board since that finding had been made. 
This procedure then will ensure that the 
‘machines will not be treated differently from 
week to week unless some Canadian machin- 
ery manufacturer has set up to produce that 
particular product. 
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Mr. Wahn: There is no procedure whereby 
the public generally will have information 
about what remissions are made and what are 
not made, except that the general Order in 
Council, which I gather is published once a 
week, which will cover 350 items and which 
will merely provide that ‘x’? number of dol- 
lars of duty will be remitted. That is the only 
publicity. In other words, it would then be 
quite possible for an importer, if he was not 
too sharp, to not get the same treatment as 
some other importer. 


Mr. McKennirey: On this matter of publici- 
ty, let us take the two parties that are 
involved. First of all, there are the machinery 
manufacturers. 

The machinery manufacturers have indicat- 
ed to us through their association, that they 
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will be satisfied with periodic visits to the 
Department of Industry to review where all 
the remissions are taking place. They believe 
that they can satisfy themselves that their 
protection is not being eroded, but if each of 
them attempted to screen what is happening 
each week 350 remissions it would be an 
impractical task. 


For example, if you were to publish the 
information in respect of each of the applica- 
tions to describe the machine and to describe 
the characteristics that made it available or 
non-available, you would end up with a tre- 
mendous compendium and the machinery 
manufacturer would find it impractical to try 
to go through that on a week-by-week basis, 
and he recognizes this. The best thing that he 
could do is to go to the Machinery Branch of 
the Department of Industry, which is con- 
cerned with his protection and with his devel- 
opment, and they will be watching carefully 
and will analyze and be able to tell him 
exactly where remission is occurring. I think 
the machinery manufacturers would welcome 
that service rather than having the job of 
screening 350 applications a week themselves. 
I think the machinery manufacturers are sat- 
isfied and there should be no problem in deal- 
ing with them, and they have indicated that 
to be the case. 

Dealing now with the other parties who are 
involved, the importers. In the first instance, 
as I pointed out, every time a decision is 
made with respect to a particular machine 
that decision will be recorded and the first 
question that would be asked when a subse- 
quent application for remission comes in 
would be, “What did we do the last time?”. 
We expect in very short order to have a great 
deal of information about what we did the 
last time. Unless we have received informa- 
tion from the machinery manufacturers that 
the supply situation is any different, we will 
do what we did the last time. The matter of 
determining availability or non-availability 
would not be related so much to the skill of 
the applicant seeking remission. The appli- 
cant seeking remission can ask the question, 
“Who is it that you think could supply this 
machinery in Canada?”. If that question can- 
not be answered adequately he has good 
grounds for obtaining the remission he seeks. 
I think that is the point in question, and it 
does not take too much skill to ask it. 


The Chairman: Can a person make this 
type of enquiry in writing or does he have to 
attend personally? 
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Mr. McKennirey: He could make it in writ- 
ing. There will be the usual communication 
by telephone, and so on. I would imagine that 
the normal practice would be that the appli- 
cant would apply for remission and if it isa 
very large sum of money, and all the rest of 
it, he would probably add to his formal 
application or telephone conversation or pos- 
Sibly he might make a visit. In any case, he 
would be advised—if it was against him—‘It 
looks as if there are no grounds for granting 
you remission. The machinery is available in 
Canada’. He would then ask, ‘What machin- 
ery are you talking about that is available in 
Canada?”’. 
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Mr. Wahn: Would it not be possible and 
helpful to simply publish, perhaps not any 
mention of amounts, but a list of items in 
respect of which remissions have been grant- 
ed? For example, a rear end loader or a front 
end loader, or whatever it is. 


Mr. McKennirey: We considered that and 
the problem, of course, is to make that kind 
of information useful. In this particular pro- 
gram you are not dealing with classes or 
kinds, you are dealing with individual 
machines, and consequently you end up by 
trying to qualify machine after machine after 
machine. In order to make that information 
useful you conceivably could end up with a 
page of data. 


Mr. Wahn: Thank you, Mr. Chairman. 
The Chairman: Any further questions? 


Mr. More (Regina City): Mr. McKennirey, 
when you speak of importer, there is no re- 
striction on the importer, he could be an 
individual purchaser of a machine. Is that 
right? 


Mr. McKennirey: Yes, sir. 


Mr. More (Regina City): There are now 
under certain customs items remissions only 
to licensed dealers, for instance, in regard to 
parts but this does not apply in this case? 


Mr. McKennirey: No, sir. 


The Chairman: Any further questions of 
Mr. McKennirey and his colleagues? If not, I 
might just ask a supplementary to what has 
already been asked. Can you tell us what 
differences have developed so far in the time 
factor required to process applications for 
remission under this new procedure and as 
required under the “‘class or kind”? procedure? 
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Mr. McKennirey: Mr. Chairman, we have 
only had two weeks’ experience with it so I 
would not want to be too positive about this, 
but we believe it would be reasonable to 
expect that the Board can be advised within © 
one week of the time of application as to the 
availability or non-availability of the machine 
in Canada. The Board would then proceed to 
the Governor-in-Council and the total proce- 
dure could be achieved in three or four 
weeks. This would not be unreasonable. 


In the case of people seeking a “made in 
Canada” ruling from the Department of Na- 
tional Revenue, I have no idea how long it 
takes but, as you mentioned earlier, he goes 
to the Department of National Revenue and 
says, “I would like a made in Canada ruling” 
and they proceed to implement the adminis- 
trative procedure to satisfy the 10 per cent 
rule, and this takes quite a long time. 


The Chairman: Do your colleagues have 
any general information on how long it used 
to take for a “class or kind” ruling? 


Mr. O’Connell: It would depend on the sta- 
tistical evidence that is available. It is 10 per 
cent of the normal consumption and therefore 
you have to have knowledge of Canadian 
imports, and sometimes this would involve 
quite a statistical analysis. 


The Chairman: From your study of the 
matter could you say whether or not it used 
to take longer, shorter or about the same time 
as the new procedure? 


Mr. McKennirey: It takes much longer 
under the older procedure. It would depend. 
You have to establish what the statistics are 
for Canadian consumption of the item, and 
that involves any statistics for imports of the 
item, which are sometimes difficult to obtain, 
how much is purchased in Canada and who is 
supplying it, and then establish whether or 
not 10 per cent is being supplied by Canadian 
manufacturers. This runs into months on 
many occasions but in other cases it might be 
a matter of weeks. It would depend upon the 
information available. 


Mr. More (Regina City): Is this the basis of 
most appeals against the ruling that it had 10 
per cent of the market? 


Mr. McKennirey: No, sir. The basis of the 
appeals are as to whether or not the item 
falls into the “class or kind” that has been 
determined to be made in Canada. For exam- 
ple, there are certain types of power shovels 
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that may be determined and is this a power © 


shovel of that class. 


The Chairman: Mr. Lambert and then Mr. 
Irvine. 


Mr. Lambert: I have two questions. First of 
all, what is the degree of liaison that you 
have with the Department of National 
Revenue? 


Mr. McKennirey: Very close. No, 1 is that 
one of the Board members is the Deputy Min- 
ister of National Revenue. No. 2 is that all the 
applications for remission go through the De- 
partment of National Revenue en route to the 
Department of Industry in order to clarify 
the tariff classification. In addition to that, we 
work with them very closely in working out 
detailed administrative arrangements for the 
program. 


Mr. Lambert: I mean at the official level, 
because the Department of National Reve- 
nue over the years have built up a very effec- 
tive group of appraisers who are experts in 
particular lines—and I am talking about, say, 
the machinery lines—and they will continue 
to be there; because for machinery not cov- 
ered by this particular item the machinery 
section will still have to be maintained in the 
Depariment of National Revenue. 
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Mr. McKennirey: Mr. Chairman, there are 
a number of aspects to that question. First of 
all, as you know, National Revenue is decen- 
tralized, and the decisions in this work of the 
customs appraisors are being made regionally 
rather than centrally. 


Secondly, although it is true that some peo- 
ple will still have to work on the tariff clas- 
sification of machinery imports, those who 
had to work on questions of class or kind 
under the 42700-1 series no longer have that 
work to do. It so happens that through Civil 
Service competitions four of those officers are 
now employed by the Department of Indus- 
try; and those who worked on “class or kind” 
distinctions in the 427 series do not have that 
work to do and are being assigned to other 
tasks. 


Mr. Lambert: I see. My next question may 
be one that should be reserved for your Min- 
ister. I would like to know what degree of 
identity there is between what may be the 
Board’s conception of public interest and that 
of the Governor-in-Council? 
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Mr. McKennirey: Mr. Chairman, the Board 
is an advisory board, and it advises the Min- 
ister. The Minister, in turn, advises the Gov- 
ernor-in-Council. Therefore, the Board does 
not make any final. determination on what 
‘ublic interest” is. It merely brings forth 
the information that it has developed and the 
views that it has arrived at, and then it 
leaves it to the Minister and_ the 
Governor-in-Council. 


Mr. Lambert: With the greatest of respect, 
I put it to you that in arriving at a recom- 
mendation for remission, as you indicated 
yesterday, the Board must consider availabili- 
ty, and, secondly, public interest; and to 
arrive at a recommendation it must make an 
assessment of public interest, otherwise its 
recommendation is unsupportable. 


Mr. McKennirey: Yes sir. The Minister 
stated in his speech in the House that in the 
typical case the unavailability of machinery 
in Canada would result in a decision to remit 
duty, because it would be seen to be in the 
public interest to allow Canadian machinery 
users to get their capital equipment at the 
lowest possible cost. 


Mr. Lambert: I think I will defer my next 
question for the Minister, because I rather 
feel that what may be their conception of 
“public interest” may be somewhat different 
from that of the Board. 


The Chairman: Mr. Irvine? 


Mr. Irvine: I have on the classification of 


‘machinery under this tariff item. Does it go 


so far as to include what would normally be 
called traffic equipment, on traffic appliances, 
and things such as polishers, vacuum clean- 
ers, home power tools and this sort of thing? 


Mr. McKennirey: Some of those would be 
included. If the item falls within the Tariff 
Board definition of a machine and is not 
provided for elsewhere in the tariff it will fall 
under 42700-1. 


Mr. Irvine: Have any representations been 
made by Canadian General Electric to any of 
the bodies that report to you or that you are 
interested in? 


Mr. McKennirey: That company has writ- 
ten to the Minister on the question of the 
inclusion of appliances in 42700-1. 


Mr. Irvine: Were they in favour of it, or 
did they take exception to it? 
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Mr. McKennirey: That manufacturers of 
electrical appliances in Canada now regret 
that the electrical appliances which are 
deemed to be machines fall under 42700-1, 
because the rates of duty established for 
other kinds of electrical appliances in the 
Kennedy Round are somewhat higher than 
are those for 42700-1. 
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Mr. Irvine: Was any representation made 
by Siemans Canada Ltd? 


Mr. McKennirey: I cannot recall any formal 
representation made to our minister by Sie- 
mans but Siemans has been discussing the 
matter of appliances falling into 42700-1 with 
both the Department of Industry and the De- 
partment of National Revenue for some 
months now. 


Mr. Irvine: To your knowledge, or memo- 
ry, then, no submission was made by either 
or both the association and firm? 


Mr. McKennirey: Since the announcement 
of the Kennedy Round, or prior? 


Mr. Irvine: Shall we say in the last six 
months? 


Mr. McKennirey: I am not aware of any 
formal representation made by way of a 
brief, or of a formal meeting called for that 
purpose. . 


Mr. Irvine: It is my understanding, Mr. 
Chairman, that they would like to make 
representations to this committee. Would the 
Committee entertain submissions from either 
or both of these groups at this late date? 


The Chairman: That is up to the Commit- 
tee. The Committee agreed before Christmas 
that all briefs had to be submitted, at least in 
general form, by January 12, 1968. As of ter- 
mination of that period, no briefs had been 
received from either the Canadian Electrical 
Manufacturers Association or General Elec- 
tric. I see we have a brief from Electrohome 
Limited. 


Obviously, if the Committee wishes to 
grant some relief from the rule they previous- 
ly adopted it is within the Committee’s power 
to do so. I suspect that if the Committee 
entertained such a motion it would insist that 
the written briefs be filed with the Committee 
prior to the appearance of these groups so 
that it would have time to study them. 


The proper procedure would be for you to 
make a motion that they be permitted to file 
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briefs if they wish to do so, and it would be 
for the Committee to decide. 


Mr. Irvine: I would like to make that 
motion Mr. Chairman, because I have been 
speaking two or three times this morning 
with some of the chief executives of General 
Electric and also with a number of the 
representatives of Siemens. I think, perhaps, 
in the national interest, it would be well if we 
heard from them. 


I would like to make that a motion if some- 
body would see fit to second it. 


Mr. Wahn: I second the motion. 


The Chairman: Mr. Irvine, will you file the 
motion, in writing, with the Clerk later on? 
Would you agree with my suggestion that 
your motion include a requirement that the 
briefs be filed with us in writing in sufficient 
time for the members to review them prior to 
the appearance of these groups? Perhaps we 
could even set a date. 


Mr. More (Regina City): Were they notified 
of the date of January 12? 


The Chairman: Each individual manufac- 
turers’ association was not notified—we do 
not have the machinery for doing this—but a 
general release was issued which was very 
widely reproduced in the press, and particu- 
larly in the financial press. I myself saw rath- 
er prominent articles that mentioned the date 
in the business sections of the Globe, the Ga- 
zette, the Toronto Star and the Telegram, and 
I presume this was general across Canada. A 
number of major interest groups were also 
contacted informally to make sure they were 
aware of the date, although I cannot say we 
specifically contacted the associations in ques- 
tion. Certainly the closing date was made 
very widely known through the coverage of 
the press. 


Mr. Irvine: On the basis that it may per- 
haps be a great impediment to such busi- 
nesses, I think it is in the national interest 
that we hear them. 


The Chairman: I am in the hands of the 
Committee. I certainly have no _ personal 
objections. 


Mr. Lambert: Mr. Chairman, perhaps Mr. 
Irvine can tell us whether, in his discussions 
with them, he got any ideas as to how soon 
they could present their briefs? 
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“Mr. Irvine: Yes. The Vice-President of—I 
will not mention his name because there are 
several of them—General Electric told me 
this morning on the telephone that they could 
present a brief very quickly, and that would 
be next week when we are hearing these 
other witnesses, if it suits the Committee and 
the Committee gives them permission to 
attend. 


The Chairman: You have now mentioned 
two groups, Siemens and General Electric. 


Mr. Irvine: Yes. I have only spoken to one 
of the executives of Siemens and they are 
going to check the date further. However, I 
would like us to hear from Canadian General 
Electric. I have no pecuniary interest in that 
company, so it is just in the best interest of 
the country. If you want me to leave Siemens 
out of it for the moment, I will be pleased to 
do so. 


- The Chairman: I have asked for some fur- 
ther discussion by the Committee. 


Mr. Clermont: I think, Mr. Chairman, it 
would be preferable to include both General 
Electric and Siemens and if Siemens cannot 
come up with a brief within a reasonable 
time they will be all by themselves. 


Mr. Lambert: What do you consider to be a 
reasonable time, by the end of next week? I 
would think so. 


Mr. Clermont: Yes. I agree with that. 
Mr. Lambert: Under the circumstances. 


The Chairman: Would you care to modify 
your motion to the effect that they be allowed 
to file briefs and appear provided that the 
briefs are in the hands of the Clerk by next 
Friday, January 26, at. 6 o’clock or at 5 
o’clock, whatever time the Clerk’s branch 
closes for the day. Would you be willing to 
modify your motion if Mr. Wahn agrees? 


An hon. Member: Agreed. 


The Chairman: Is there any further discus- 
Sion on the motion? The motion is that we 
grant relief to these two groups from the rule 
which we adopted earlier that briefs have to 
be filed by January 12 and that they be 
allowed to file briefs and appear, if they so 
desire, provided the briefs are in the hands of 
the Clerk by the close of business of the 
Committee Branch on Friday, January 26. 
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Some hon. Members: Agreed. 


' The Chairman: Mr. Irvine, perhaps you 
would take it upon yourself to inform. these 
groups. 


Mr. Irvine: Thank you, Mr. Chairman. 


The Chairman: I believe I am correct that 
it would appear that we have no. further 
questions to be directed toward Mr. McKen- 
nirey and his colleagues. Perhaps we will 
excuse him and thank them for their appear- 
ance before us. As we were going to adjourn 
at 12.30 anyway perhaps we should not 
attempt to hear from the gentlemen from the 
Department of Industry who are going to tes- 
tify on the adjustment assistance program. 
We could not complete the examination of 
Mr. Wright and his colleagues on the adjust- 
ment assistance program in any event, and 
we are going to hear from Mr. Winters at 2:30, 
so if it meets with the approval of the Com- 
mittee I suggest we adjourn until 2.30. 


Mr. Irvine: Before you adjourn, Mr. Chair- 
man, we discussed last night the possibility of 
cleaning this up by Thursday night and I 
would like to suggest to the Committee that 
as we are here for this purpose that we sit 
tonight and get a lot of the work done. 


The Chairman: I have no objection but we 
have to make sure that the witnesses will be 
available tonight. I do not know how long our 
questioning of the Minister will take. 


Mr. Irvine: Would you like to cogitate on 
that? 


‘Mr. Lamberti: There is one observation I 
would like to make. There is the question of 
the administration of the hearings. Miss Bal- 
lantine and her staff have been very good to 
produce the transcript of evidence for us the 
following morning. As a matter of fact, Miss 
Ballantine had to work long hours last night 
to get this transcript out and we have to 
consider this as well. I am not too sure that 
we would be any further ahead. 


The Chairman: Mr. More and then Mr. 


Lambert. 


Mr. More (Regina City): Our hours were 
established on a certain basis and I have 
made other arrangements. I came back for 
the hearing and I think it is rather late to 
change the hours of sitting now. 


Mr. Clermont: In the same vein; Mr. Chair- 
man, I also have made some arrangements 
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for tonight because I was under the impres- 
sion when we had the meeting before Christ- 
mas that there would be no night sittings. 
One of the reasons for this was brought up by 
Mr. Lambert; it is a matter of the staff. I 
believe that Mr. More has some other engage- 
ment and I have as well. Referring again to 
the notice we got last week, it said that we 
will be sitting on Tuesday, Wednesday and 
Thursday. There was no mention of night sit- 
tings or of a meeting on Friday. 
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The Chairman: I think Mr. Irvine’s sugges- 
tion was made in a constructive vein. If it 
does not fit into the administrative arrange- 
ments or other arrangements, then obviously 
we cannot proceed. We can have some further 
discussion on our schedule shortly before we 
adjourn this afternoon. I now declare this 
meeting adjourned until 2.30 this afternoon. 


AFTERNOON SITTING 
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The Chairman: Gentlemen, I now call the 
meeting to order. Our meeting this afternoon 
is primarily for the purpose of hearing from 
the Hon. Robert Winters, Minister of Trade 
and Commerce. He is with us now, and I will 
call upon him to present his statement, fol- 
lowing which, of course, we will have the 
usual exchange of questions. 


Hon. Robert Winters (Minister of Trade 
and Commerce): Thank you, Mr. Chairman 
and gentlemen. I would like to express my 
pleasure at this opportunity to appear before 
you. I have read Mr. Sharp’s statement, and 
I, therefore, will not repeat any more of the 
ground than is necessary to put forward the 
case I would like to make for the opportuni- 
ties presented by the Kennedy Round to 
increase our trade in the years ahead. 


Mr. Sharp yesterday outlined the govern- 
ment’s basic objectives in the Kennedy Round 
negotiations, with particular reference to the 
Canadian tariff. I am convinced that the 
results achieved will be of far-reaching and 
lasting benefit to Canada’s export trade and 
to the Canadian economy. It is essential now 
for all the major trading countries to ensure 
that the concessions granted are fully and 
effectively implemented in the months and 
the years ahead. 
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I know you will wish me to refer to the 
current situation in world trade as we move 
into the period of implementation of the Ken- 
nedy Round results. The first point to be 
emphasized is that temporary problems and 
difficulties however critical and important 
they may be, should not be allowed to inter- 
fere with the basic direction of policy and the 
gains achieved in the Kennedy Round. 

The extensive program announced by the 
President of the United States to deal with 
the current balance of payments situation is 
of major significance not only to the United 
States, but also to Canada and other coun- 
tries, since the strength and stability of the 
United States dollar is of fundamental impor- 
tance to the trading world as a whole. In this 
connection, the United States government has 
referred to problems created for them by the 
European border tax system, and to the pos- 
sibility that the United States might need to 
consider legislative measures of their own. 
Mr. Sharp has indicated, we are in close 
touch with the United States government in 
this regard. In the event that the United 
States might find it necessary to act in this 
field for balance of payments reasons, it is 
clearly understood on both sides that Canada 
would have to adopt offsetting measures 
designed to maintain Canada’s competitive 
trade position both at home and abroad. 

If the United States did decide to take such 
trade measures on balance of payments 
grounds—and I should stress that no such 
decision has been announced—it would be 
important that this should clearly be seen in 
perspective, in the context of the current 
payments situation, and not as representing 
any basic alteration in overall trade policy 
objectives and commitments. I know that the 
United States government views the problem 
in this light. 

There is the separate matter of protection- 
ist pressures which have become apparent in 
various countries and of which we shall 
doubtless be hearing a great deal throughout 
this year. The full and effective implementa- 
tion of the Kennedy Round results requires 
that such pressures must be resisted, and in 
this connection I may say that we have 
received firm and formal assurances from the 
United States government that they will do 
all in their power to ensure against passage of 
protectionist measures in the United States. 

In short, Mr. Chairman, this is a time for 
cool judgment, firm resolve and continued 
cooperation on the part of all major trading 
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' countries, and we shall be doing our part to 
| be helpful in keeping international trade 
| flowing. 


Now Mr. Chairman, I would like to com- 


ment briefly on the Kennedy Round as a 
| whole. 
/ round of general trade negotiations held 
, under the aegis of the General Agreement on 
| Tariffs and Trade since its inception in 1947. 
| It was also the largest trade negotiation ever 
| held in terms of participants—in terms of 
| world trade coverage and in terms of scope 
| and depth of tariff reductions. Some $45 bil- 
_ lion worth of world trade has been affected 
and major participating countries are making 


These negotiations were the sixth 


tariff cuts on 70 per cent of their dutiable 
industrial imports, of which some two thirds 
will be by reductions of 50 per cent or more. 
Following upon the basic principle of the 
General Agreement, all trade and tariff con- 
cessions granted by any country to any other 
are automatically and unconditionally ex- 
tended to all other participating countries. 


e 1445 


In addition to the tariff bargaining, for the 
first time a general GATT trade negotiation 
was extended to include non-tariff obstacles 
to freer world trade. Major achievements 
here were the conclusion of an international 
code on anti-dumping, and undertakings by 
the United States to seek elimination through 


_the United States Congress of a particularly 


burdensome system of customs valuation on 


| benzenoid chemicals—kKnown as the American 


Selling Price System, or A.S.P. 


The negotiations covered all classes of prod- 
ucts, both industrial and agricultural, and 


_ dealt not only with tariffs but also with cer- 


tain non-tariff barriers. It was agreed that, to 


the maximum extent possible and subject to 


over-all reciprocity, the negotiations would 
proceed on the basis of a 50 per cent linear or 
across-the-board cuts in tariffs. The linear 
approach was adopted by a number of indus- 
trial countries, including the United States, 
Britain, the EEC and Japan. 

As indicated by Minister of Finance at the 
opening of these hearings, it was recognized 
from the outset that linear tariff cuts would 
not be appropriate in Canada’s case because 
of this country’s special trade and economic 
Structure. Canada therefore participated on 
the basis of offering tariff concessions equiva- 
lent in terms of their effects on trade to the 
benefits it obtained from all the other par- 
ticipating countries. 
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For our highly competitive resource-based 
industries—metal and minerals, forestry and 
fisheries—the further reduction and removal 
of barriers will strengthen their base of oper- 
ations and enhance their already-demonstrat- 
ed ability to develop and expand their tradi- 
tional trade. 

However, the most important long-term 
benefits from the tariff agreements in the 
Kennedy Round are the linear reductions 
being made by principal industrialized coun- 
tries in the manufactured goods sector. Fifty 
per cent reductions are being made over very 
wide ranges of goods in this category, with 
the final rates in many areas being 10 per 
cent or lower. While Canada is currently a 
relatively minor supplier of manufactured 
goods in world markets, our exports of such 
products have been rising rapidly and it is 
essential that we should further enlarge our 
share of this—the most rapidly growing sec- 
tor of world trade. Their continued advance 
can importantly affect the strength of the 
whole Canadian economy. 

In our major market, the United States, 
over $2 billion worth of our current exports 
will enjoy significantly reduced tariffs. Max- 
imum concessions obtainable were secured on 
virtually every product for which Canada was 
a major supplier to the United States. This 
includes 50 per cent cuts in most tariffs and 
complete removal of duties in such areas as 
fisheries and lumber where duties are already 
low. When the final reductions from the Ken- 
nedy Round are made over 60 per cent of our 
total current sales to the United States will be 
free of duty. 

As a result of the overall reduction of 
world trade barriers many existing margins 
of preference between Canada and Britain 
will be reduced. This narrowing of preference 
in our historic markets in Britain will, 
however, be more than offset by the general 
expansion of trade and increased demand in 
the United Kingdom as in other countries. In 
addition, our present duty-free access to the 
United Kingdom on virtually all our exports 
is being retained. 

Canada’s exports to other major overseas 
markets, such as the European Economic 
Community, other Western European coun- 
tries and Japan, have been concentrated tra- 
ditionally in a relatively narrow range of 
commodities. Wheat is the main single item 
and many of our other exports are in the 
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primary commodity field and already duty- 
free. In the more highly processed and manu- 
factured goods sector, however, our exports 
to overseas markets have been relatively 
small, having in mind the massive size and 
rapid rate of growth of those markets. We 
have obtained tariff cuts on many of our cur- 
rent exports, totalling some $300 million, but 
the overall reduction of tariffs in Europe and 
Japan in the processed and manufactured 
goods sector creates important and new 
opportunities for our future export trade. 

In the agricultural sector the most impor- 
tant gain was the negotiation of the basic 
elements of an International Grains Agree- 
ment, which were incorporated into such an 
arrangement negotiated in Rome later last 
year. As I informed the House on October 
25th, when tabling the International Grains 
Agreement, it was the intention to place this 
arrangement before Parliament at the appro- 
priate time for approval. The agreement is to 
enter into force on July 1, 1968 and it is to be 
ratified by signatory countries before that 
date. There are two major provisions of this 
agreement of particular value; the new price 
schedule and the food aid program. 
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The new price schedule provides a price 
range with maximums and minimums about 
21 cents per bushel higher that in the IWA 
1966 agreement. Previous wheat agreements 
identified a minimum and maximum for only 
Manitoba No. 1. The schedule in this agree- 
ment identifies the price range for most 
major grades of wheat from all member 
exporting countries. This improvement places 
more equivalent responsibility on all export- 
ing countries to cooperate fully in achieving 
the objectives of price stability and the 
observance of minimum and maximum prices. 

We of course regret that there has been a 
gap between the termination of the operative 
provisions of the International Wheat Agree- 
ment of 1962 and the implementation of the 
new agreement. However, a further extension 
of the old Agreement—that is the price range 
of the old Agreement—was opposed by the 
producer organizations of Western Canada 
and it was not acceptable to the government. 
This position was taken by the major export- 
ing countries in these negotiations. We also 
pressed for an earlier effective date for the 
new agreement but constitutional procedures 
of other countries and decisions which had to 
be taken, particularly among EEC member 
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states, made it impossible to obtain agree- 
ment for earlier implementation than July 1 
of this year. The prices which have prevailed — 
over recent months are slightly below the 
new minimums but have remained well above 
the minimums of the old IWA agreement of 
1962. 

The second major provision is the agree- 
ment among the principal exporting and 
importing countries to share in a 134 million 
ton food aid program over a three-year peri- 
od. This commitment, to assist in providing 
food for the developing countries of the 
world, is unprecedented. Canada’s share of 
the total program amounts to approximately, 
14 million tons. 

In other areas of world agricultural trade 
the results fell short of our overall objectives 
but an important beginning has been made in. 
grappling with the difficult issues raised in 
this field. In addition, some valuable new 
concessions were obtained, particularly in the 
United States, which will benefit the two-way 
flow of many agricultural products. 

Inevitably, the tremendous scope and 
opportunity provided by the results of the 
Kennedy Round will have a deep and con- 
tinuing impact for the Canadian export com- 
munity. And because export trade accounts 
for about 20 per cent of total Canadian pro- 
duction, it will have a profound effect on the 
entire economy, provided the Canadian. 
export industry is able to take advantage of 
the opportunities that will be unfolding over 
the next four years. 

The most striking, and most important, 
reductions in trade barriers negotiated in the 
Kennedy Round were those on manufactured 
products. This is the sector which has the 
largest scope for export expansion. The 
increase to specialization and restructuring of 
Canadian industry which will be necessary to 
take advantage of this improved access for 
manufactured products can be assisted by the 
Adjustment Assistance Program announced 
by the Prime Minister at the end of the year. 

The tariff agreements in the Kennedy 
Round provide for the staging of the tariff 
reductions. Mr. Sharp has already dealt with 
the staging from the Canadian side. The Unit- 
ed States, Switzerland, Austria and Australia 
began on January 1 this year by making a cut 
of one-fifth of the total reduction on each 
item, to be followed on January 1 of each of 
the four succeeding years to complete the 
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process on January 1, 1972. Other major par- 
ticipants such as the EEC, Japan, United 
Kingdom and other EFTA countries are to 
make a two-fifths cut on July 1 this year and 
three further one-fifth cuts on January l, 
1970, 1971 and 1972. In some instances where 
tariffs were already low, the United States 
will be making its total reduction in less than 
five stages. 

Mr. Chairman, we were very conscious of 
the need to bring the results of the Kennedy 
Round fully to the attention of the Canadian 
business community as quickly as possible 
after the agreements were signed. The most 
valuable element of our program in this 
regard was the series of Kennedy Round 
seminars which were held across the country 
last fall, in cooperation with provincial gov- 
ernments and other federal departments and 
which were attended by some _ 3000 
businessmen. 
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In the Department of Trade and Commerce 
we have been planning and re-organizing to 
give the maximum support to the Canadian 
business community in its efforts to take full 
advantage of the Kennedy Round results. 
Some of these more important changes are: 

1. As of January 1 the Department has 
been re-organized and streamlined to 
provide for two major functional groups. 
All services, whether in Canada or 
abroad which have a promotional func- 
tion, are now concentrated under a single 
Assistant Deputy Minister (Trade Promo- 
tion) namely, Mr. A. G. Kniewasser, 
while all services having to do with inter- 
governmental negotiations and arrange- 
ments bearing on the protection and crea- 
tion of access for our goods in foreign 
markets, will be concentrated under 
another Assistant Deputy Minister Mr. M. 
Schwarzmann, (Trade Policy). These 
changes will provide a more homogene- 
ous grouping of functions, designed to 
make of Trade and Commerce an even 
more efficient, forward-looking agency of 
government serving our export needs, 
and so the prosperity and growth of 
Canada. 

2. During 1967 we had a number of 
meetings of the Export Advisory Council 
which was established at the beginning of 
1967. The experience and the wealth of 
knowledge which the members of the 
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Council bring to bear are especially use- 
ful to us and I am confident that this 
relationship will become even closer and 
more productive in the months ahead. 

3. Over recent months we have been 
encouraging all specialized Canadian 
trade and industry associations to set up 
export councils where this has not 
already been done, so as to provide a 
new focus on export opportunities within 
industry groupings. We have had a very 
good response and the Department will 
be working closely with these new groups 
to maximize their efforts. 

4. Last September I announced that the 
Export Credits Insurance Corporation 
would begin to accept applications as a 
normal rule for cover on exports to the 
United States. By December 31 insurance 
had been written on some $5 million of 
Canadian sales to that market and we 
had a very great demonstration of 
interest. 

5. As part of a comprehensive look at 
the adequacy of Canadian financial facili- 
ties for export, both public and private, 
the services and capacities of the ECIC, 
the Export Credit Insurance Corporation, 
are being re-examined. The underlying 
objective is to ensure that our financial 
services in support of export are kept 
fully competitive with those offered by 
other countries and flexible enough to 
meet changing and growing requirements. 
We are also conducting an examination of 
additional ways and means by which to 
provide greater support to our exporters. 


6. In support of the work of the Na- 
tional Design Council a “Design Export”’ 
group has been established in the Depart- 
ment to ensure that all promotional 
activities take account of the role which 
improved industrial design can play in 
improving Canadian export performance. 
Following consultation with the National 
Design Council, a “Design for Export” 
program is being initiated involving dis- 
plays and promotions through selected 
Trade Commissioner services. 

7. Trade Commissioner posts have been 
recently opened in San Francisco, Nairobi 
and Belgrade and I expect to attend the 
formal opening of another Trade Com- 
missioner office in Dallas, Texas on 
Friday. 
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8. We shall be further improving our 
normal export services and_ tailoring 
them more clearly to current needs flow- 
ing from the Kennedy Round. The toll- 
free Zenith telephone hook-up which we 
introduced last year and which was suc- 
cessful will be continued; the orientation 
of all our activities will be even more 
closely directed to new export opportuni- 
ty. I have also asked for a review of the 
sharing of costs of trade fairs between 
the Department and exporters who 
benefit therefrom thereby permitting the 
expansion of this useful function with 
funds available from government sources; 
that. is, to. spread. them to _ better 
advantage. 


The Kennedy Round Mr. Chairman, has 
been a major step forward in the process of 
reducing barriers to the flow of international 
trade. But for a country like Canada, so 
dependent on a healthy international trading 
climate for a strong and growing economy, 
continuing moves toward trade liberalization 
are necessary. While the first priority must be 
the full implementation of the Kennedy 
Round results, including the International 
Grains Arrangement, we must also work for 
measures which will continue the process of 
freeing up world trade. 
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It was to this end that I participated in the 
GATT Ministerial Meeting last November to 
set out a work program for the member coun- 
tries of the General Agreement. In Geneva, I 
presented Canada’s views and suggestions on 
the future work of the GATT. I was able to 
propose that we “...reaffirm (our) basic poli- 
cy commitment to the cause of freer multilat- 
eral trade and (our) determination to ensure 
that the impetus to trade liberalization given 
by the Kennedy Round is maintained”. I put 
particular emphasis on the desirability of the 
sector approach in future trade negotiations. 
While we recognized that no major new 
negotiations on a comprehensive basis could 
be expected in the near future, we did agree 
on the need to investigate those areas where 
further international negotiations would be 
beneficial. The complexities of the problems 
that remain and the uncertainties of this post 
Kennedy Round world require that a great 
deal of preliminary work be done. And that is 
what we and our trading partners agreed to 
begin. The work program will be focussing on 
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three main areas; trade in industrial prod- 
ucts, agriculture, and problems of the less 
developed countries. 

In the Kennedy Round we maintained close 
touch with the Canadian business community 
and we intend to maintain the same close 
contact in this further work program and as 
you know, the next meeting of UNCTAD is 
being held in New Delhi early in February 
and we are, of course, planning to attend that 
and most of the attention of UNCTAD will be 
devoted to the problems of less developed 
countries. 

Mr. Chairman, although the final figures 
are not yet in, it is clear from the data avail- 
able that Canadians have met the 1967 export 
target of $11.25 billion which the government 
set. This year will be one of great opportunity 
to Canadian exporters, representing as it does 
the first year of the implementation of the 
Kennedy Round results. I look to the vigour 
and the ingenuity of Canadian exporters to 
meet the 1968 export target of $12.3 billion 
which is over $1 billion for each and every 
month. 


Thank you, Mr. Chairman. 


The Chairman: Thank you Mr. Winters. 

Now we are open for questioning and those 
who would like to be recognized will signify 
in the usual way. I see Mr. Hees, Mr. Mac- 
donald, Mr. Lambert, Mr. Mackasey and Mr. 
Clermont. 


Mr. Hees: We have all been very interested 
in the comprehensive report given by the 
Minister. I was interested in a _ headline 
appearing in the Globe and Mail business 
section this morning at the top of the page, 
headed: ‘Uncertainties Mar Export Picture, 
Prompt Winters To Set Up Easier Target’. I 
wonder if the Minister could explain to us 
what the uncertainties are and just how much 
this can be expected to mar the target for this 
year. 


Mr. Winters: Well, Mr. Hees, I do not know 
what the writer had in mind about uncertain- 
ties. I presume he had the program 
announced by the President of the United 
States and, perhaps, the difficulties in the 
field of selling wheat. He might have had in 
mind other areas with which I am not famil- 
iar, but I think that we can contain some of 
these uncertainties if we work in the right 
directions and we think we are doing that 
now. We are trying to solve this problem of 
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barriers that the President of the United 
States indicated he might have to implement. 
We are roaming the markets of the world 
looking for outlets for our wheat and we are 
meeting. some success there and we hope to 
encounter more although I acknowledge, as I 
have done, that the selling of wheat this year 


| is going to be considerably more difficult in a 


more highly competitive world and there has 
been more production of wheat and the dis- 
tribution of the production has added to the 
competitive problem. But if you put against 
that the opportunities offered by the reduc- 
tions in tariff provided by the Kennedy 
Round and the developing world markets, 
generally, I see no reason at this stage for 
changing, particularly lowering, the export 
target of $12.3 billion for 1968. 


Mr. Hees: Thank you for your explanation, 
Mr. Minister. I was interested in this article 
written by Mr. Michael Gillan and I thought 
it must be based on something. I was just 
wondering what it was. 
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_I wonder if the Minister, Mr. Chairman, 
could bring us up to date on what his feeling 
is having had talks, I feel sure, with his 
opposite number in the United States regard- 
ing the possibility of border taxes being 
imposed against Canadian exports to the 
United States and also the question of the 
possibility of quotas being opposed. What is 
the latest information on those two possible 
impediments to Canadian trade with the 
United States? 


Mr. Winters: The American government is 
considering a series of measures covering 
quite a broad spectrum to reduce their 
adverse balance of current account by some- 
thing like $3 billion and it covers the flows of 
capital reductions in their own areas of 
expenditure and an improvement in their 
export performance. They have a considera- 
ble export surplus. Much of it is generated in 
their trade with us and while any measures 
they would take would not be primarily 
directed against us, they are directed against 
the border taxes implemented in the Euro- 
pean countries the first of January, we would, 
perhaps, get caught up in it unless some 
action were taken to offset that. 

You can well imagine that we have been 
very close to the United States authorities in 
this to try to explain to them our very real 
concern, the very favourable trading balance 
they have with us, the importance of the 
United States to Canada as a trading country 
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and vice versa and we have not yet been 
apprised of the program that they intend to 
work out. I would imagine they would be 
considering it from all angles, but we are 
trying to anticipate any programs that might 
be developed and developing offset arguments 
of our own. 


We are still hopeful that such a program 
will not be implemented because a program 
once it is implemented no matter for what 
reason, prompts other countries to take coun- 
ter measures and these can become over- 
balanced in some areas. This can lead to a 
general round of high tariffs and trade 
impediments which will be harmful to the 
very spirit that we have all been working to 
achieve under the Kennedy Round of 
negotiations. 


Mr. Hees: Mr. Chairman, the Minister was 
talking about steps to increase trade. I was 
just wondering if he could let us know the 
number of trade missions from Canada that 
were sent out around the world last year as 
compared to the year before and the year 
before that, if the figures are available. 


Mr. Winters: Mr. Schwarzmann has them. 


Mr. Hees; I might mention, also, a couple 
of things that they might look up and then 
you can answer questions of other members 
who want to ask them. 

I would be interested in the number of 
trade fairs that we participated in last year 
compared to the year before. Also, in view of 
the great need for increasing our exports of 
manufactured goods because of their high 
labour content, could I be advised as to what 
was the increase in our sales of manufactured 
goods last year over the year before, if those 
figures are available? 


Mr. Winters: We will get those for you. 
I have something here now on the trade 
fairs or missions. 


Mr. Hees: Yes. 


Mr. Winters: For the fiscal year 1968-1969 
the program envisages exhibits at 78 trade 
fairs in 11 countries. In the calendar year 
1968 there will be exhibits in 53 shows. The 
missions program includes 17 outgoing and 13 
incoming trade missions. 


Mr. Hees: How many outgoing? 


Mr. Winters: 17 outgoing and 13 incoming 
trade missions. You wanted: the comparative 
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figure for the year before. We will get that. 
We will get you the figure on the increase in 
the export of manufactured goods. 


Mr. Hees: I would like to have the figures 
and what percentage our manufactured goods 
were of our total exports for last year. 


The Chairman: I will now turn to Mr. 
Macdonald... 


Mr. Macdonald (Rosedale): Mr. Minister, 
my first question is with respect to the pro- 
posed American import taxes and export 
subsidies. Under the general agreement on 
tariffs and trade the United States has under- 
taken not to raise the equivalent of tariffs at 
the border on incoming products and not to 
impose export subsidies. What authority is 
there in the general agreement for this 
program which President Johnson is talking 
about? 
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‘Mr. Winters: It might be that they would 
have to enter into re-negotiations of the terms 
of the agreement. I do not know what pro- 
gram they will bring forward, so one cannot 
comment very knowledgeably on that. 


Mr. Macdonald (Rosedale): Presumably we 
would then be under the same difficulty. We 
would have to go back to our GATT partners. 


Mr. Winters: It depends on the nature of 
the taxation, whether it is direct or indirect 
taxation, and there are provisions in the 
GATT Agreement to cover that. One of the 
problems of the United States is that they do 
not have the flexibility at the federal level on 
indirect taxes, as do some of the other 
countries. 


Mr. Macdonald (Rosedale): Referring to the 
American selling price system and the 
changes there, are there any practical effects 
on these proposed amendments so far as 
Canada is concerned? 


Mr. Winters: I would think so. This only 
applies to benzenoid chemicals and it is going 
to be implemented in stages, but I would 
think that the Kennedy Round would provide 
opportunities for the chemical industry in 
Canada in the benzenoid area, although I am 
not an expert in that field. 


Mr. Macdonald (Rosedale): There has been 
a squeeze on us as well as on the European 
exporters. 


Mr. Winters: Yes. 
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Mr. Macdonald (Rosedale): If I could now 
move to the question of the food aid arrange-: 
ments, in the publication of your own depart- 
ment dated July 1, 1967. Table 2 on Page 10 
indicates the food aid contributions and some 
of the primary wheat producers, such as. 
United States, Canada and Australia are 
indicated and the European Economic Com- 
munity is also shown. Is it understood that 
the contributions to the program can be both 
cash and kind? 


In the case of the EEC, what is the particu- 
lar division between cash and contributions in’ 
kind? 


Mr. Winters: My understanding is that they 
were now going to put up their share in kind. 
How much is there? What is the allocation for 
the Common Market? It is understood that 
the European Economic Community will put 
theirs up in kind and the percentage is 23.0. 


Mr. Macdonald (Rosedale): Their entire 
contribution will be in kind rather than in 
cash? 


Mr. Winters: I anticipate that theirs will be 
in kind. 


Mr. Macdonald (Rosedale): In terms of 
world wheat prices this would be essentially 
from non-competitive sources, would it not? 
French producers are not as efficient, for 
example, as Canadians? 


Mr. Winters: They produce a different vari- 
ety of wheat and on an acreage basis they get 
very high production. They are now selling 
their wheat at prices which are lower than 
some of the competition, and in some areas it’ 
is lower than we would like to see, but the 
fact that they take this amount of wheat off 
world markets through this food aid program 
should help the competitive position of the 
exporting countries. 


Mr. Macdonald (Rosedale): I am thinking of 
the EEC’s variable levy system for agricultur- 
al products, and it strikes me that combined 
with this, this could be an incentive for ineffi- 
cient French producers to increase their pro- 
duction at the expense of the hungry people 
of the world. Surely if you are maximizing 
aid to the underdeveloped countries you 
should do it from the cheapest possible 
sources rather than using it as a subsidy to 
inefficient producers. . 


Mr. Winters: I think as a general statement. 
that is true and in principle I accept that. 
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“| Mr. Macdonald (Rosedale): Was there dis- 
cussion with the EEC delegation on this 


point? 


Mr. Winters: No. It was just on the amount 


‘of the total food aid and the proportion which 
‘they would make available. 


Mr. Macdonald (Rosedale): There is this 


reference on page 11: 


that preference be given to developing 
countries as a source for the purchase of 
grains from cash contributions. 


If the EEC is contributing cash and Canada, 
Australia and the United States are presuma- 


bly contributing in kind, the amount of funds 
available therefore from other sources for 
purchases from Argentina specifically will not 


be very great, will they? 
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Mr. Winters: I do not understand the ques- 
tion. This would all go in to advance a certain 
percentage of this total food aid commitment. 


Mr. Macdonald (Rosedale): Yes, but pre- 


sumably there is a preference for the benefit 


of Argentina in particular to make cash pur- 


chases there. Where is the cash coming from 


that the EEC is contributing in kind? 


Mr. Winters: The cash contribution will, of 
course, come from the non-wheat producing 
countries but I do not believe that Argentina 


‘would get a preference in this area. 


Mr. Macdonald (Rosedale): What other 


‘developing wheat producing country is there? 


Mr. Winters: Are you reading from page 


11? 


Mr. Macdonald (Rosedale): Page 11, the 


‘second column. 


Mr. Winters: We have different page num- 


‘bers on our copy. Can you wait until I can 


give a ready answer to that? At the moment I 
am unable to give that answer. 


Mr. R. M. Esdale (Chief, Grain Division, 


‘Department of Trade and Commerce): Mr. 


Chairman, on the first point, most of this 
wheat in the allocations that were negotiated 


‘was expressed in terms of wheat and most of 


it will be supplied in the form of wheat. 
However, there are some countries that will 
have to provide cash in order to honour their 
contribution and in the agreement there is a 
preference that was negotiated by Argentina. 
They argued that as this wheat was going to 
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developing countries, on the opposite side of 


the fence they were also a developing country 
and they felt entitled to sort of a correspond- 
ing break in being treated as a developing 
country, as it were. Although the cash contri- 
butions in the total will not be large, there is 
provision for the Argentine to have a slightly 
higher percentage of those purchases than the 
developed exporters. 


Mr. Macdonald (Rosedale): With regard to 
the general question of reduction of tariffs, 
and more particularly on the matter of mak- 
ing Canadian secondary manufacturing more 
competitive on the world markets, I put the 
question to the Minister of Finance yesterday 
in the form of a metaphor about steeplechas- 
ing. While it is all very well to reduce the 
level of the foreign jump that you have to go 
over, if in fact you are adding to the costs of 
the Canadian jumping horse by high Canadi- 
an tariffs on industrial materials, then in that 
case you are really working against your 
purposes. 


Mr. Winters: I think under the Kennedy 
Round we perhaps have the best of both 
worlds. We aimed at getting a reduction in 
tariffs on the elements that go into production 
and in getting a reduction in tariffs abroad on 
the finished products which go into foreign 
markets. 


Mr. Macdonald (Rosedale): I notice in look- 
ing through the resolution that on some of the 
items under ferrous metals there are various 
rates of tariff even after the Kennedy Round 
provisions come into full effect. For instance, 
iron or steel angle beams, et cetera, will be 
coming from most favoured nation sources, 
such as Japan and the United States, at a 174 
per cent tariff and cold rolled or cold drawn 
steel will be at a 124 per cent tariff MFN. As 
a forward policy, what about the unilateral 
reduction of Canadian tariffs on industrial 


components, as opposed to... 
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Mr. Winters: Well, in most of these areas 
we are pretty self-sufficient anyhow, and our 
imports, except for specialty products, do not 
amount to a great deal; but even in those 
areas there have been some reductions, albeit 
pretty insignificant. But I do not think any 
trading country in the world today is going to 
make unilateral trade tariff reductions with- 
out getting something in compensation for 
doing so. 
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Mr. Macdonald (Rosedale): One thing in 
compensation, surely, would be improving 
the competitive position of our industry. 


Mr. Winters: I do not see that this is the 
way to do it. We are pretty competitive in 
our steel industry within Canada; we are 
pretty good on that. We import some inciden- 
tals here and there, and for various reasons 
—I will not say it is sold at a loss from 
producing countries abroad, but some pretty 
cheap steel is offered sometimes because 
there is a surplus of steel in the world today; 
there is surplus capacity, and surplus produc- 
tion. The steel industry around the world 
happens to be soft. It is soft in Canada. I 
think there are signs it is strengthening. 
But we are pretty self sufficient in steel here, 
and we are pretty competitive. 


Mr. Macdonald (Rosedale): I wonder, Mr. 
Minister, if I could address a question to Mr. 
Schwarzmann? His friends in the Department 
of Finance were kind enough to say yesterday 
that they could not answer a question but 
they were sure he could. I could take advan- 
tage of his presence here to put it to him. 


Mr. Winters: That is all right. 


Mr. Macdonald (Rosedale): We had a dis- 
cussion yesterday on the question of the MFN 
treatment going to the benefit of state trading 
countries, like the Soviet Union, without any 
reciprocal concessions. From there we got 
into a discussion of how this problem of want 
of reciprocity had been dealt with specifically 
in GATT in dealing with Poland and Yugos- 
lavia—two state trading countries. I wonder 
if Mr. Schwarzmann can refer us to the con- 
clusions arrived under either the Polish 
accession, or arrangements with Yugoslavia 
in this regard? 


Mr. Winters: It is simply the relationship 
. between what they buy and what they sell to 
us, and in return for that they get MFN treat- 
ment. But most of these countries buy consid- 
erably more from us than they sell, so with- 
out the incentive of the MFN agreement there 
would be no inducement for them to enter 
into a trade contact with us at all. 


Mr. Macdonald (Rosedale): That is the state 
at the moment, but what if the balance 
changes? 


Mr. Winters: We will then look at the MFN 
factor, which we are doing now as some of 
these come up for renegotiation, and in any 
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new negotiation we see what we think the 
MFN is worth and if we cannot get what it is 
worth we do not enter into agreement. 


Mr. Macdonald (Rosedale): But there is no 
specific saving of the position when Poland or 
Yugoslavia came and got the benefit of the 
general agreement? 


Mr. M. Schwarzmann (Assistant Deputy 
Minister, Trade Policy): Well, Mr. Chairman, 
Yugoslavia participated in a tariff negotiation. 
Yugoslavia’s economy is such that the tariff 
has some effect as an instrument of protec- 
tion. So that Yugoslavia accession, participa- 
tion in the Kennedy Round, was on the basis 
of tariff commitment. 


Poland, as a state trading country—there is 
a distinction to be made between the nature 
of the system in Yugoslavia at the moment, 
and Poland and Czechoslovakia, and some of 
the other countries—participated on the basis 
of commitment to increase its total imports- 
—that is, purchase commitments—from 
GATT countries by a certain percentage, 
increasing seven per cent a year or something 
like that. This kind of commitment was the 
basis of the negotiation with Poland. 


Mr. Macdonald (Rosedale): And will they 
lose the benefit of the MFN treatment if they 
fail to attain the target stated? 


Mr. Scharzmann: Well, this is the equiva- 
lent of a tariff commitment; it is an attempt 
to translate the tariff concession in terms of a 
state trading country. Then, of course, this 
would re-open the whole question of their 
position in the GATT at that time. 


Mr. Macdonald (Rosedale): There are a 
number of specific items in the publication of 
July 1. I wonder if they should be addressed 
to you or someone else? 


Mr. Winters: I would like to deal, if I may, 
with the policy aspects. 


The Chairman: I should remind the Com- 
mittee that after we hear from Mr. Winters 
and complete our study of certain specific 
programs that we began yesterday, we will 
have Dr. Annis, Director of Tariffs, with us, 
who will make a detailed presentation on the 
tariff concessions. He will be joined by Mr. 
Schwarzmann who will be available to relate 
them to the concessions that the Department 
of Trade and Commerce won for Canada in 
the negotiations. 
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I think this will permit a very detailed 
examination of this whole picture by the 
Committee. Perhaps we could reserve ques- 
tions of this type, questions not of a general 
policy nature, for this state in our delibera- 
tions. Do you have further questions? 


Mr. Macdonald (Rosedale): In that case I 
will not ask any more questions. 


The Chairman: Then I will recognize Mr. 
Lambert. 


Mr. Lambert: Mr. Chairman, I wonder 
whether the Minister could elaborate upon 
the trend of trade with the known GATT 
participants in that group of countries known 
as the eastern European countries? As we see 
in the publication, Yugoslavia, Poland, and 
Czechoslovakia were among those who par- 
ticipated in the Kennedy Round, although 
they may not qualify as fully GATT coun- 
tries. What is the trend in the trade with 
these countries, and how does the Minister 
envisage the evolution of the bilateral agree- 
ments we may have with certain of these 
countries in the light of our reductions in the 
MFN provisions under the Kennedy Round? 


Mr. Winters: The evolution of trade in the 
ordinary category of products has been slow 
growth, and I think it is apt to be slow 
growth. Our major export to these countries 
has been wheat, and that has largely been the 
reason for the trade agreements. In return for 
their purchasing large quantities of wheat, we 
extend MFN treatment. 

This year most of those countries had good 
wheat crops, so the sale of wheat to them was 
difficult. That is why I talked in terms of the 
distribution of the production, which was on 
a world basis higher than last year, but it 
was distributed in such a way that our mar- 
kets were better served than had been the 
case, making selling difficult. 

This is, as I said some time ago, taking 
better shape now; there is a better world 
distribution, the surpluses are being worked 
off, and markets are returning more nearly to 
normal. Wheat excluded, the sales growth to 
these countries has been steady but slow. 
They are selling machinery to us, and that 
sort of thing which they want to sell more 
and more. 

All these countries want to sell us manufac- 
tured products, and we are selling to them 
the things they need—basically, raw materials. 
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We are now trying to sell them some manu- 
factured goods with some success. But it is 
their markets we have to work at, and they 
will respond to hard work and representation 
by the Trade Commissioner Service and by 
business people. I would like to see more 
Canadian businessmen in these countries, and 
they are doing that now. 

It is going to be steady, but it is going to 
be slow. 


Mr. Lambert: Well, in essence, of course, 
we are only speaking about Rumania and 
Hungary, are we not? When I say the non- 
GATT, or the non-Kennedy Round, or the 
Soviet Union if I may ‘say so—outside of 
wheat, our sales to that country are 
negligible. 


Mr. Winters: They are not high; we do 
have sales there, though. 


Mr. Lambert: And they do not sell a great 
deal to us because we tend to produce many 
of the same things that they do. 


Mr. Winters: Well, there is a developing 
trade between us, not only for wheat. But 
wheat, as I say, is the big article of trade. If 
you wish, we will provide more precise 
figures on that later on. 


Mr. Lambert: No, I am just asking this in a 
general policy way, with regard to, say, Hun- 
gary and Rumania who are, I think, the two 
big remaining countries which you might call 
eastern European countries, who were not 
participating in the Kennedy Round. 


Mr. Winters: We have trade agreements 
with them. Our trading position with Hun- 
gary is difficult now because of the wheat 
situation, but that is straightening out. Our 
trading relationship with Rumania is just 
starting. 


Mr. Lambert: And have you any particular 
efforts pointed towards those two countries? 


Mr. Winters: 
Commissions. 


Through our Trade 


Mr. Lambert: Or is it just on the general 
pattern? 


Mr. Winters: No, they will undertake to 
buy a certain quantity of goods—a certain 
dollar value of goods—and in return for that 
they get MFN treatment, but it is open to 
them to take the goods they want within that 
dollar value. 
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Mr. More (Regina City): Did we involve 
ourselves in any exhibits in those countries 
—trade fairs? 


Mr. Winters: Yes, we do. In the case of 
Rumania—and I want to correct what I said 
—they are still operating under a general 
tariff; we have not yet reached the conclusion 
of an agreement with them so they do not get 
the MFN yet. 
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Mr. Lambert: Now, switching over to 
another aspect, on page 4 you indicated that 
you were hopeful the United States would 
eliminate the A.S.P. 


Mr. Winters: Yes. 


Mr. Lambert: What prospects of that have 
we during an election year? 


Mr. Winters: They gave an undertaking at 
the time of the conclusion of the GATT 
agreement that this was going to be a staged 
reduction of the tariff on benzenoid chemicals 
in particular, which is where the A.S.P. 
applies; that the tariff would come down a 
certain amount and then they would get legis- 
lation in the Congress to remove the A.S.P. 
Now, what was the timing on that, Maurice? 


Mr. Schwarzmann: On the A.S.P., the Euro- 
pean Economic Community, in the negotia- 
tions, linked the full completion of their own 
tariff cuts on chemicals to the United States 
going ahead with A.S.P. I am not sure wheth- 
er there is a precise time limit. I do not think 
there is but it is expected that by July, which 
is the date of the first implementation of the 
EEC tariff cuts, the United States should be 
considering getting this legislation. 


Mr. Lambert: Well, is the Minister actually 
hopeful about this in view of the fact that we 
have heard of these attempts or these certain 
movements in the United States towards 
greater protection in the United States, and 
notwithstanding the commitment of the 
American administration, they will have to 
beat those back, but in addition to that, they 
will have to go one step further and convince 
Congress to pass the legislation doing away 
eventually with the A.S.P. 


Mr. Winters: We live in the hopes that it 
will be done. We have the assurance of the 
President and the administration that they 
will do everything they can to do it. I cannot 
give you any more assurances than that. 
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Mr. Macdonald (Rosedale): Mr. Chairman, 
just on that point; what concessions will fall 
by the European Economic Community to the 
Americans, and therefore, to us, if the 
Americans fail to act on this? In other words, 
is eliminating A.S.P. a condition of the Euro- 
peans granting something; if so what will we 
lose if they do not do it? 


Mr. Winters: It is part of the package and 
if they do not do it we would have to consid- 
er what our position is. We would have to 
consider what benefit we could contemplate 
getting if they did do it, and then withhold a 
certain benefit to that extent. I do not know 
how we would do it. 


Mr. Macdonald (Rosedale): To what extent 
could the EEC say that they had given certain 
concessions to be multilateralized by MFN, 
but the Americans had failed to provide the 
quid pro quo for those, and therefore, they 
were going to withdraw those concessions? 


Mr. Winters: Perhaps Mr. Burns could add 
something on that. He sat in on all these 
negotiations at Geneva. 


Mr. T. M. Burns (Director, Section II, Office 
of Trade Relations, Department of Trade and 
Commerce): Mr. Chairman, the A.S.P. agree- 
ment was a separate agreement in the Ken- 
nedy Round, concluded essentially between 
the United States, the EEC, the UK and 
Switzerland. The United States agreed, in the 
main Kennedy Round agreement, to make 50 
per cent cuts in its present rates on chemi- 
cals, and in the separate agreement the Unit- 
ed States agreed to seek, through the Con- 
gress, an elimination of the A.S.P. system of 
evaluation which would involve a greater 
than 50 per cent cut in effective tariff rates. 
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If the United States does not fulfil its 
second commitment, the European Economic 
Community will make tariff reductions that 
are about 20 per cent of the present levels in 
their chemical sector, and the UK will make 
something of the same kind of rather smaller 
reduction in its chemical tariffs. But given 
American action, the EEC will go to 50 per 
cent pretty well across the board in chemicals 
and in addition will move on a couple of 
non-tariff barrier issues, including one in the 
automobile field relating to the annual road 
tax charged in a number of the EEC coun- 
tries. The UK will make an additional conces- 
sion as well, if the A.S.P. agreement is 
fulfilled by the United States. 
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Mr. Macdonald (Rosedale): And _ those 
concessions by the UK and the EEC could be 
of benefit to Canada as well as to the 
Americans? 


Mr. Burns: Mr. Chairman, first of all, I 
should mention our current pattern of exports 
of chemicals to the EEC are in a rather nar- 
row range. I think in terms of future provi- 
sions there is an interest in expanding this 
range and clearly in relation to the EEC 
concessions a reduction of 20 per cent rather 
than 50 per cent will have some influence on 
the opportunities that are available. 


Mr. Macdonald (Rosedale): Thank you, Mr. 
Chairman. 


Mr. Lambert: In this connection, in effect, 
in Great Britain it would not really affect us 
too much because we are under the B.P. But 
with regard to the EEC, what about the 
potential for potash there? Are we caught in 
any way? I am looking at the expansion of 
our vast potash potential and that is conceiva- 
bly—not perhaps next year or the year fol- 
lowing—because of the vast demand for 
potash, particularly in western Europe, we 
would have a market there. But it could be 
adversely affected by, shall we say, a default 
by the United States, and the compensating 
action in the EEC and we would be hung up. 


The Chairman: Perhaps Mr. Schwarzmann 
can deal with this in greater detail when he 
has the stage. 


Mr. Lambert: Then with regard to the 
wheat agreements, we have seen some vari- 
ous reports that one of the reasons there was 
not a firm conclusion of the Wheat Agreement 
this year, 1967, and we have this sort of one 
year gap, is that Canada and Australia 
engaged in some form brinkmanship. This is 
an assessment I have read. What did happen 
and why was there this, shall we say, hiatus? 


Mr. Winters: Well, I know of no foundation 
for the rumour that there was a duel of 
brinkmanship between Canada and Australia. 


Mr. Lambert: No, no. But Australia and 
Canada were acting in the same way and they 
were tabbed with the brinkmanship label. 


Mr. Winters: No. I do not know of anything 
that would give rise to that rumour. The rea- 
son for it was that the Americans had to go 
through the constitutional processes of Con- 
gress and the EEC, being an association of six 
countries, had to get the authorities from all 
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the countries and they were not able to get 
them in time. On that grounds, they said they 
could not implement this until January 1, 
1968, despite the fact that some of the rest of 
us were pressing for earlier implementation. 


Mr. Lambert: It was somewhat convenient 
then for the United States to engage in what 
in effect has been price cutting in the wheat 
market. 


Mr. Winters: I think those who negotiated, 
and the administration, would like to have 
seen this agreement comes into effect at once. 
I saw no inclination to have it postponed and 
the current disposition of the administration 
certainly is to implement it. 


Mr. Lambert: Yes, but in the net result we 
have got rather the back of the hand. 


Mr. Winters: Well, the end result is that we 
are without an International Wheat Agree- 
ment, and for that reason, the Canadian gov- 
ernment had to give assurances to the Wheat 
Board that for every contract of wheat made 
they would be paid at the minimum price. 


Mr. More (Regina City): Mr. Winters, there 
are rumours that the United States is taking 
part of what has been our Japanese market, 
and that they are subsidizing their deliveries 
of wheat to their western seaboard for this 
purpose. Is this breaking any agreement? 
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Mr. Winters: It is not breaking any agree- 
ment; it is compensation for a market to 
which we attached a lot of traditional impor- 
tance, and it is true that last fall our exports 
declined quite substantially, and I would 
imagine, at the same time American exports 
to Japan went up. 


Mr. More (Regina City): Have you any of 
the figures? 


Mr. Winters: You may recall, I then went 
to Japan, at that time, as soon as we saw the 
situation. We had some very fruitful negotia- 
tions there with the Japanese, and our 
exports to Japan have now returned to a 
more normal level. 


Mr. More (Regina City): We have had to 
take action to meet the competition that the 
United States has... 


Mr. Winters: We have had to take aggres- 
sive selling action—price action. We did not 
get into any price war with the Americans, I 
can tell you that. 
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Mr. Lambert: I have one final question, if I 
may on this round..It deals with the Minis- 
ter’s anticipation of increasing trade, particu- 
larly in the manufacturing. sector, and this is 
in the face of the effects of sterling devalua- 
tion, the Kennedy Round cuts in tariffs, and 
what has been a persistent and rather: wor- 
risome decline in the manufacturing produc- 
tivity quotient here in Canada. I will admit 
the government should not be held responsi- 
ble entirely for the decline in productivity, 
but I think if it sets targets and anticipates its 
trade is going to improve, and yet because 
our productivity is going down, this becomes 
a rather unrealistic argument. 


Mr. Winters: Our productivity is not going 
down. It is not increasing as fast as we would 
like to see it increase. It is not increasing as 
fast as the productivity increase in the United 
States, so we are relatively being less com- 
petitive with the United States, because our 
productivity is not keeping pace, but it is 
increasing. However, there are pluses around 
the world in the trading picture, too, and one 
of them, of course, is, as I said in reply to 
Mr. Hees, the increasing world demand. We 
are pretty favourably situated with our very 
large abundance of raw materials which are 
in demand to service the markets of the 
world, and we will increase in these areas. 


Mr. Lamberti: That is in the raw materials, 
Mr. Minister, but I am talking about where 
you and I want to see the greatest impetus in 
our trade, and that is in the manufacturing 
sector. 


Mr. Winters: So do I. 


Mr. Lamberi: And yet while we are 
advancing those hopes, the true picture is 
that we are becoming less competitive. 


Mr. Winters: We have to look at competi- 
tion in different areas. With most of the rest 
of the world, we are not becoming less com- 
petitive. Our productivity is good compared 
to some other countries, and it is not so good 
compared to the United States, which is the 
standard by which we have to govern our- 
selves because that is our biggest trading 
area. Some of us have been preaching for a 
long time the importance of getting our pro- 
ductivity up and the consequences of losing 
our competitive position. I think we should be 
dedicating ourselves, as a country, to estab- 
lishing our competitive position and, particu- 
larly now, when we have an opportunity of 
gaining ground on the United States, we 
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should not be dissipating this, and, on the 
contrary, losing ground. 


Mr. Lambert: It is all very well to talk 
about it, but what is being done about it in so 
far as getting management and labour togeth- 
er, along with government? 


Mr. Winters: I think the trade _ figures 
reflect what is being done about it. We did 
meet our targets. People talked this way last 
year about the 11.25 billion target. They had 
the same worries and fears and so did I about 
our productive position, and I have said so on 
many, many occasions. 


Mr. Lambert: But that is not an adjusted 
figure, though. The gap is much narrower. 


Mr. Winters: The gap is narrower because 
some of it is price and some of it is inflation. 
I accept that, but that is a factor of life in 
every country. But the fact of the matter is, 
our exports were up substantially over last 
year and when setting our target of $11.25 
billion, we recognized that there would be 
a price factor, and we met the target. We 
have set a target cf $12.3 billion for 1968 and 
as of this time I am confident we will meet 
that target, too. 
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Excuse me, Mr. Chairman. I have just been 
told we have the figures of the manufactured 
goods here, and perhaps Mr. Schwarzmann 
you would read them because they are in 
your writing. 


Mr. Schwarzmann: The estimated increase 
in exports of fully manufactured goods for 
1967 as compared with 1966 is $900 million, or 
a 40 per cent increase. In 1966, the figure was 
$2.1 billion and the estimate for 1967 is $3 
billion. 


Mr. Saltsman: Is this mostly in the automo- 
bile industry? 


Mr. Schwarzmann: Yes, the automotive field 
was the main sector that was increased but 
there was an increase in other fields. 


Mr. Salisman: But the greater percentage 
of that increase is directly attributable to the 
auto industry? 


Mr. Winters: But there has been a healthy 
growth in our manufacturing sector apart 
from the automobile industry. 
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Mr. Lamberi: But, as a commentary there 
is almost a corresponding increase in imports 
for the very same reasons? 


_ Mr. Winters: Yes; we have had a healthy 
rate of imports too, but the good side of the 
picture is that our exports grew more than 
our imports and we ended up 1967 with what 
I would guess would be a surplus on our trade 
account of something of the order of $450 
million, which is a substantial contribution to 
our adverse balance on current accounts. 


Mr. More (Regina City): Mr. Chairman, 
may I ask the Minister just one question. 


The Chairman: Please, gentlemen, I think 
to keep this orderly we should stick to our 
usual procedure and follow our list. Our usual 
procedure with respect to supplementary 
questions or interruptions is to ask if the 
person who has his name on the list is willing 
to yield. Mr. Clermont has been waiting pa- 
tiently to assume his right to speak. 


Mr. Clermont: I have no objections, Mr. 
Chairman. 


The Chairman: Maybe we should ask Mr. 
More to ask his question first, followed by 
yourself. 


Mr. More (Regina City): My question is 
simply this, Mr. Minister, do you expect the 
impact of the auto agreement to be anywhere 
as substantial as it was in 1967? 


Mr. Winters: I think that is a question Mr. 
Drury could answer better than I. We are not 
looking for quite the same degree of growth 
in 1968 as we did in 1967. I suppose this will 
level off a bit in the years ahead, but we are 
looking for, nevertheless, a considerable 
improvement in our exports of automobiles, 
automobile parts and accessories from Canada 
in 1968. 


Mr. More (Regina City): But, given the 
problem in wheat sales and with less expecta- 
tion in the auto field, is your target really 
realistic? 


Mr. Winters: Well, we will see. I say, yes, 
but we will see. We export a lot of other 
things, too, you know. 


Mr. More (Regina City): I realize that, but 
do you figure last year was reached because 
of a couple of major... 


Mr. Winters: But we took all those into 
account. We did not set this target just on a 
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national basis; we polled all our trade areas 
around the world as to what they thought 
their growth would be. This is a_ broadly 
based target and on the strength of that we 
have set the target and we have assigned 
individual targets to all our trading areas 
around the world, with the concurrence of 
our trade commission. These are objectives 
for them, as well as for the trading communi- 
ty of Canada as a whole. 


I think it is realistic at this stage. 
The Chairman: Mr. Saltsman? 


Mr. Salisman: My question is just for 
clarification. I was wondering if the figures 
given to us by the Minister were just the 
merchandise figures or did they include the 
travel figures as well? 


Mr. Winters: Just the merchandise. 


Mr. Saltsman: Just the merchandise, thank 
you. 


The Chairman: Mr. Clermont? 


Mr. Clermont; Mr. Chairman, perhaps I 
could start as our colleague from Northumber- 
land started by reading an article that 
appeared in the Toronto Globe and Mail on 
December 29, 1967. It was written by Mr. 
Royd Beamish. I will read two paragraphs 
and I would like to have your comments. 

Studying the list of tariff resolutions 
presented to Parliament, it becomes clear 
that Canada’s negotiators played a pretty 
good game of poker at Geneva. 

Their selective cuts, balanced against 
the across-the-board offer of the United 
States, were calculated to produce the 
greatest good for Canadian consumers in 
return for the least damage to our 
producers. 
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Mr. Winters: That is right. I accept that as 
a tribute to the negotiating team at Geneva 
which I think was absolutely first class and 
unrivalled by any other there. I think they 
did a good job. What enabled Mr. Beamish to 
say what he said was the fact that we were 
able to negotiate on a commodity-by-com- 
modity list, whereas most of the industrial 
countries against which we were negotiating 
—all the large ones—were negotiating on an 
across-the-board basis. We were able to give 
our concessions in areas where they were apt 
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to be least harmful and gain penetration into 
this board area of manufactures by these 
across-the-board cuts. 


[Translation | 


Mr. Clermont: Mr. Winters, do you think it 
would be possible for certain sectors of Cana- 
da’s secondary industry, to ask the govern- 
ment to accelerate tariff changes, rather than 
doing it step by step until 1972, that is in 5 
years? 


[English | 

Mr. Winters: Well we have in some areas. 
The machinery program was implemented on 
January 1. There were some other segments 
in which the tariffs were implemented at once 
on January 1. Others will be staged over the 
whole five-year period. 


[Translation | 


Mr. Clermont: Here is my other question, 
Mr. Winters. In certain areas of the Canadian 
economy, it is said that after all the changes 
to the tariff duties in 1972, the United States 
will still have higher tariffs and will give 
better protection to American industry than 
that being given to our industry in Canada. 


[English | 

Mr. Winters: No, I do not see the justifica- 
tion for that statement. On the average, their 
tariffs now are 10 per cent or less. Yes, I 
have just confirmed that on the average 
theirs will be considerably lower than ours. 


[Translation ] 


Mr. Clermont: Mr. Winters, I would like to 
come back to a question put by Mr. Lambert 
with regard to productivity in Canada. If it 
becomes possible to increase our exports to 
12.3 billion is there not a certain apprehen- 
sion that the productivity gap between Cana- 
da and the United States will play against our 
secondary industry even if American tariffs 
are more favourable to us in many sectors of 
our economy? The Economic Council estab- 
lishes this gap as being 33 per cent or less 
and 33 per cent or more. I think that this gap 
is 75 per cent attributable to the fact that 
United States production is more mass pro- 
duction than Canada’s and I also think the 
gap is due, in certain sectors, to the big dif- 
ference in wages between Canada and the 
United States. 


[English] 
Mr. Winters: Yes, I think the tariff conces- 


sions we were able to win at Geneva will 
help. You asked if we were apprehensive 
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about the target. I suppose any good target 
should be viewed with some apprehension, 
otherwise it is not a good target. If it is too 
easy it does not become a good challenge. All 
these factors were taken into consideration 
and weighed before we reached the target of 
$12.3 billion and I can only say, again, that I 
think it is realistic. I think as a result of the. 
tariff concessions which we got on manufac- 
tured goods going into the United States: 
which were deeper cuts than we had been 
able to give in the manufacturing sector our- 
selves, except for the machinery which is 
largely a different category, that we will 
benefit and our goods, I think, will flow into. 
the United States in a stronger volume than 
before. 
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Mr. Clermont: Mr. Chairman, my other 
question will be directed to the officials of the 
department later on. 


The Chairman: Thank you. I now will 
recognize Mr. Wahn. 


Mr. Wahn: Thank you Mr. Chairman. 


Mr. Minister, you mentioned that Canadian. 
exports would profit as a result of these 
negotiations. Will the position be improved 
for oil, gas or other petroleum products going 
to the United States which, I believe, have 
been limited by non-tariff arrangements in 
the past? 


Mr. Winters: Could I ask Mr. Schwarz- 
mann to reply to that? 
Mr. M. Schwarzmann (Assistant Deputy 


Minister (Trade Policy) Department of Trade 
and Commerce): Petroleum was one of the 
very few commodities which the United 
States legislation or the trade negotiations 
excluded from the negotiations. Petroleum 
was not included in the negotiations. Pe- 
troleum is being treated quite separately and 
apart from the Kennedy Round. As you 
know, we have other arrangements in that: 
field. I think for gas, the United States was 
already duty free in that field. We did make a 
concession, ourselves, in gas. We cut the tariff 
on gas. 


Mr. Wahn: I have another question, Mr. 
Minister. In the statement you mentioned 
there has been a complete removal of the 
duties on lumber going into the United States. 
Are there any quotas there or do lumber 
products now flow freely into the United 
States without duty? 
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Mr. Winters: There are no quotas now. 
Mr. Wahn: Thank you Mr. Chairman 


The Chairman: I will ask now if there are 
any other Members of the Committee who 
have not had an initial opportunity of ques- 
tioning. If there are not, I will recognize Mr. 
Saltsman who is sitting in with us. 


Mr. Hees did you have a question? 


Mr. Hees: I did have a question in the first 
round. 


Mr. Winters: Mr. Chairman, we have the 
figures for the trade missions which we could 
put on the record, now, in response to Mr. 
Hees. 


Mr. Hees: I will be glad to speak to Mr. 
Schwarzmann. I want further figures. I 
would like to figures for the trade missions 
and the trade fairs all through this decade 
starting with 1960. I will just ask him, if I 
could, if he would send them to me when he 
gets back to the office. That is the outgoing 
trade missions and our participation in 
foreign trade fairs for every year from 1960 
up to the present time. 

I have another question when other people 
are through. 


Mr. Clermont: May I ask a supplementary? 
Could I be supplied with the figures of 
exports from Canada—our full exports from 
1960 to the end of 1966 or 1967. I do not want 
them now, but could they be supplied to me 
‘by letter? 


Mr. Schwarzmann: Certainly. 


The Chairman: I think Mr. Irvine has a 
‘question. 


Mr. Irvine: Mr. Chairman, I would like to 
thank the members of the Committee for 
going along with me on this motion with 
regard to the Canadian General Electric. 
Since the discussion this morning I have been 
reading an article in the paper that I am sure 
the Minister has read which has regard to 
heavy electrical firms and the effects of the 
-cuts in tariffs. Apparently a survey was made 
in Toronto covering such firms as Canadian 
General Electric, Ferranti-Packard Electric 
Limited, and Westinghouse as it relates to 
transformers, generators and electric motors, 
et cetera. There is very small item in the 
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Globe and Mail this morning, just one little 
paragraph that I would like to quote. 


They generally agreed that there will 
be wide gaps in production schedules this 
year and that prolonged continuation of 
the trend will mean layoffs in the last 
quarter. 


The trading changes result from the 
devaluation of sterling and lower tariffs 
brought about the Kennedy Round 
negotiations. 


I am wondering if the Minister would like 
to make any statement on this now. I do not 
mean to throw this back to you in a hurry, 
sir, but I think this is of great importance to 
us aS a nation. 


e 1600 


Mr. Winters: I have not seen the particular 
statement you refer to, Mr. Irvine. I did see a 
reference to a speech made by the President 
of the Canadian General Electric Company in 
which he doubted the validity of the impor- 
tance we were attaching to the Kennedy 
Round concessions. I know that in some areas 
they and their associates have been competi- 
tive in the United Kingdom markets, some- 
times—not always. Perhaps not in price com- 
petition, but in other factors as well. I do not 
know whether they had a large market in the 
areas of the countries that devalued. I would 
like to look into that more fully, if you would 
not mind, and comment on it, perhaps, more 
knowledgeably a little later. 


Mr. Irvine: The statement is made here 
that we are in peril of losing approximately 
one-third of what would be a $60 million 
industry here in Canada as the result of the 
Kennedy Round. Then further down a state- 
ment is made which I think is rather impor- 
tant to this Committee and I take into consid- 
eration that this is a statement in the paper 
and there can be some variance from the 
original source. 


Mr. Winters: That is sometimes quite true. 


Mr. Irvine: It says: 


...there needs to be effective anti-dump- 
ing legislation. 


I am wondering just what we have planned 
at the moment by way of overhauling our 
anti-dumping laws? 


The Chairman: I should say to Mr. Irvine 
that I believe we will be hearing from Ross 
Grey, Assistant Deputy Minister of Finance, 
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sometime tomorrow, on the work under way 
to implement as part of Canadian legislation 
the anti-dumping code which was agreed to 
by the various nations and was part of the 
negotiations by Mr. Sharp’s department and 
Mr. Winters’ department. Although, if Mr. 
Winters would like to make a comment on his 
own I certainly will not... 


Mr. Winters: No; that falls under the juris- 
diction of the Department of Finance and we 
will be taking steps to implement the new 
anti-dumping code which was part of the 
arrangements reached in the Kennedy Round 
discussions. 


I would like to look into that article before 
I comment on a loss of $60 million in trading. : 


Mr. Irvine: I wish you would, because even 
further down it mentions the fact that all 
three of these firms intend, and envisage, 
rather large lay-off programs. - 


Mr. Winters: I might say that this industry 
is represented on the Export Advisory Coun- 
cil, and this has not come to me directly. I 
would like to have.an opportunity to examine 
this. If that is the case I would like to be able 
to comment on it knowledgeably. 


Mr. More (Regina City): I take it there was 
no suggested increase in this line of fully 
manufactured goods in your forecast or in 
your target? 


Mr. Winters: I would think there was. 


Mr. Monteith: Mr. Chairman, on this sub- 
ject that we have been discussing, if I may 
refer to a matter of detail, the Minister men- 
tioned earlier that there is a _ projected 
increase in 1968, and that 1967 showed an 
increase over 1966, in exports. He also men- 
tioned that there had been an increase in 
imports. There did not seem to be any firm 
figure of how much of that increase in 
exports had been on account of the automo- 
bile trade agreements, although I think you 
intimated that there was a fair proportion of 
it. Can we have that broken down for per- 
haps the last three years and the projection 
for 1968? 


Mr. Winters: We will get you some figures 
on that. 


Mr. Monteith: Thank you; on both imports 
and exports. 


Mr. Winters: They are in the tabulations 
we make up periodically. We can easily get 
Nhat. 
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The Chairman: Mr. Saltsman? 


Mr, Salstman: Thank you, Mr. Chairman. 


Mr. Winters, I am quite interested in this 
question of productivity. Some of the studies 
that have been made in Canada over the last 
ten years indicate that probably the most 
serious inhibition to productivity in Canada is 
this matter that Mr. Clermont discussed—the 
scale and specialization of our industry. There 
is some fear that, even with easier access to 
foreign markets, unless we do something 
about increasing or rationalizing Canadian 
industry we are not going to be able to take 
advantage of these reduced tariff barriers. 


You recognize this in your statement. where 


you say that increased specialization and 
restructuring are going to be necessary. 


~My question is: What recommendations has 
your department made within Cabinet for the 
restructuring of Canadian industry? What 
specific proposals dces the government have 
on how to do this? 
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Mr. Winters: I am not prepared to tell you 
what recommendations we have made in 
Cabinet. I think that is privileged. 


Mr. Salitsman: I realize that. What recom- 
mendations have you made that you are pre- 
pared to discuss in committee? 


Mr. Winters: We have been working now to 
achieve greater penetration by what we calla 
sectoral approach in those areas where Cana- 
da is good and can stand competition, and we 
have been talking a lot about freer trade in 
aluminum products and in forest products. so 
as to give us an opportunity for the longest 
possible runs of production. 


Productivity is the result of many factors, 
as you said—labour, management and wages, 
and the cost of all the factors that go into the 
cost of the product, such as taxes. 


Generally speaking, our productivity is 
increasing. In the automobile industry it has 
done quite well. In some other segments of 
our productive effort in this country we are 
competitive on a productivity basis, but 
where we have short runs we are not so apt 
to have the same measure of productivity. 
These are the areas in which we have to try 
to get access to broader markets. This is why 
we pushed so hard for reduction of tariffs in 
the industrialized countries on the across-the- 
board basis, without giving up the same 
measure of tariff cuts ourselves in these 
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areas. The tariff cuts we gave up were in 
areas where we could stand it—in the fields 
of primary products and in machinery where 
we need the tools to produce in Canada and 
where we want to get the cost down. We tried 
to reduce the costs that go into production 
and at the same time open the markets for 
our products. 

You may say, “You cannot have the best of 
all worlds always’, but because of the par. 
ticular character of Canada’s economy we 
were able to do that this time in this round of 
negotiations. 


Mr. Salisman: For many of our highly 
manufactured. products there is, in effect, 
practically no tariff so as far as the United 
States is concerned. With the reduced rates 
and with the value of the Canadian dollar we 
have, in some ways, access to the American 
market but because many of our plants in 
secondary manufacturing are U.S.-owned sub- 
sidiaries it is difficult to anticipate that they 
are going to compete back against their own 
parent in the United States. Have you had 
any indication that U.S. subsidiaries are pre- 
pared to do that now? 


Mr. Winters: Yes. In many instances we 
have direct knowledge that they are compet- 
ing back against their parent in the United 
States—sometimes successfully. 


Mr. Salitsman: Reverting to the aspects of 
productivity and scale and specialization of 
our industry, I would still like to know 
whether, besides tariff reductions, any other 
attempts are being made to increase speciali- 
zation in Canadian industry. For instance, for 
export purposes you have removed some of 
the provisions of the combines legislation to 
enable manufacturers to work together for 
export purposes. Are you considering any 
other such methods for domestic production? 


Mr. Winters: I suppose one could say that 
the adjustment assistance provisions are 
designed to that end, to enable producers to 
get into areas in which they can perform 
more efficiently. That is the whole idea of it. 


The Chairman: And, I presume, the ma- 
chinery program. 


Mr. Winters: Yes; I have already men- 


tioned that. 


The Chairman: It has been referred to. It 
has as one of its purposes greater rationaliza- 
tion and. specialization of the Canadian 
machinery industry. 
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Mr. Salitsman: It still does not answer the 
question about scale and product-run, because 
these studies, if I may refer to them again, 
indicate that there are almost as many manu- 
facturers in certain lines of products in Cana- 
da as there are in the United States, for a 
market of one-tenth, or one-eleventh the size. 
You are not in a position to say that you are 
prepared to take some specific measures to 
encourage this rationalization in some direct 
way. 


Mr. Winters: No. I think you have to leave 
a lot of that to private initiative. We can in 
government open the doors to greater export 
markets and exhort them to do so, as we 
have done. We have written to every exporter 
and potential exporter in the country and 
have told them the door is now open because 
of the Kennedy Round; that the facility is 
available, through the government, to get into 
export markets. I think this is helping. We 
are encouraging them to: make arrangements 
with their parent companies to specialize in 
the kind of products that they. can perhaps 
make here and produce for the whole North 
American market; and some of ‘that is *work- 
ing out. There is rationalization within the 
framework of companies, and this is helping. 
We intend to keep at this, aided by some of 
these measures which we have taken ‘such as 
the machinery program which will decrease 
the cost of production, and assistance adjust- 
ment which helps them move from one prod- 
uct. to another. 


e 1610 
Mr. Salisman: Thank you. 


The Chairman: Now I think we are ready 
to begin our second round of questioning, Mr. 
Hees. 


Mr. Hees: Yesterday the Minister of Fi- 
nance assured us that if the United States 
imposed any special border taxes against our 
goods we would be willing, on the same day, 
to impose equivalent border taxes against 
American goods coming into Canada. Are we 
prepared to do the same thing with regard to 
import quotas, which have been much talked 
about in the American Congress, if they are 
imposed against any of our goods? ~ 


Mr. Winters: Well, Mr. Hees, we will take 
what measures are necessary to protect the 
competitive position of our trade and econo- 
my. We do not know yet what they might 
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have to be because we do not know what they 
are going to do. 


Mr. Hees: Well, we do not know what they 
are going to do but there has been quite an 
indication that there might easily be the 
imposition of import quotas. The Minister of 
Finance was very explicit yesterday and said 
that if they impeded our trade with special 
border taxes then we would immediately—- 
not the day after or two weeks after, but the 
same day—impose the same thing. Now this 
is exactly the same situation with regard to 
import quotas. As the Minister knows, you 
can be impeded just as much by import 
quotas as you can by border taxes. 


Mr. Winters: I am not saying we would not, 
Mr. Hees, I am not saying we will take meas- 
ure for measure; I am simply saying that we 
will do what is necessary to protect the com- 
petitive position of Canadian industry. 


Mr. Hees: I am wondering why the Minis- 
ter of Finance was so specific on one type of 
impediment to Canadian trade when the gov- 
ernment is not willing to be equally explicit 
with regard to an equally damaging form of 
impediment to our trade? 


Mr. Winters: I have read his statement 
which I thought was very good. 


Mr. Hees: Well that is exactly what he said 
yesterday here before this Committee. 


Mr. Winters: I do not think Mr. Sharp said 
we will take precisely the same kind of action 
they have taken as counter action here in 
Canada. 


Mr. Hees: That was the message that came 
across. I was here yesterday afternoon in this 
Committee, Mr. Minister. 


An hon. Member: Effective the same day, 
he said. 


Mr. Hees: He was so specific that he said 
“we will do it the same day”’. 


Mr. Winters: I agree with doing it the same 
day and I agree with what he said, but all I 
am saying at this particular moment is that 
I will not say that we are going to take meas- 
ure for measure. What I am saying is that in 
the totality we will take the equivalent kind 
of action that is necessary to protect our 
Canadian economy. 


Mr. Hees: The reason I would like to see 
the Canadian government make a statement 
of this kind with regard to import quotas is 
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that I am convinced from my experience in 
dealing with the government of the United 
States that this is the only kind of talk they 
understand, and I will give you an example. 
When we were working out the national oil 
policy the very large and important oil lobby 
in the United States—which I think the Min- 
ister would agree is the largest, best financed 
and the most powerful lobby in the United 
States—brought pressure to bear on the gov- 
ernment not to allow Canada its series of 
increases in exports of oil year by year which 
we wanted and felt we were entitled to have. 
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When the negotiations started there was a 
very great reluctance on the part of the Unit- 
ed States government to grant us what we 
had asked for and I simply said to the Minis- 
ter: “Well, now, we have a trade imbalance 
with you of some $600 million”. Today it is 
something of twice that order, I believe. It is 
over $1 billion. So the argument holds twice 
as much water today. I said, ‘““You must agree 
that the country cannot allow itself to go on 
suffering under a trade imbalance of this size 
indefinitely”. He agreed that no, they should 
not. 


I asked if he would not agree that it was 
better to allow us to balance off our trade in 
a positive way rather than in a negative way, 
by increasing our exports. He agreed to that. 
I pointed out that we had a commodity which 
they imported in large quantities and we had 
a great surplus of oil; that we felt we should 
be allowed greatly to increase our exports to 
them and therefore try to balance up our 
balance of trade, and I said if we were not 
allowed to do that then we would have to 
examine certain positive and negative meth- 
ods of balancing up our trade. 

The reason I tell this story is that immedi- 
ately he got the picture and the deal was put 
through within a very few minutes, and I 
suggest this in the friendliest way to the Min- 
ister as simply a way to make sure that we 
do not run into the kind of difficulties that I 
think we are liable to run into. I think we are 
going to have Congress, in an election year, 
force through import quotas and that is going 
to be very, very difficult for Canadian 
industry. 


Mr. Winters: I certainly accept that in the 
friendly terms in which it is given. 


Mr. Hees: It is, and I suggest that we 
come out equally... 
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Mr. Winters: We are always faced with the 
same problem but there are two aspects to 
this. One is quotas and the President has 
given us the assurance that he will not agree 
to the passage of any of the quota bills being 
considered in the United States. The second 
problem is this border tax and here Mr. 
Sharp gave you assurance yesterday that we 
are going to protect ourselves on the border 
tax. 


Mr. Hees: I would like to see us equally 
strong on the quotas and then I would be 
happy, and I think all Canadian industry 
would feel a great deal of relief. 


Mr. Winters: Well, when the President has 
given assurance against the passage of these 
quota bills there is no need for me to give 
you assurance that we are going to have to do 
anything. 


Mr. Hees: Mr. Minister, you know perfectly 
well and I know perfectly well that a two- 
thirds majority Congress can override any 
presidential veto. 


Mr. Winters: It has not been done yet. 
Mr. Hees: Well, it could be. 


Mr. Winters: We will see, but I give you 
the assurance that we are going to protect 
ourselves. 


Mr. Hees: I can tell you that if there are 
any quotas imposed you are going to hear 
from me in Parliament. 


The Chairman: Are there any other mem- 
bers who wish to address questions to the 
Minister at this stage? Mr. Lambert? 


Mr. Lamberti: I do not know whether the 
Minister is in a position to comment on this; 
he may feel that it is the responsibility of his 
colleague, the Minister of Energy, Mines and 
Resources. This concerns the impasse that 
exists between Canada and the United States 
vis-a-vis the expanded export of natural gas 
on the West Coast where the United States 
Power Commission has taken a certain stand 
with regard to further quantities of gas going 
into the United States. 


Are you involved in this situation? 


Mr. Winters: Those things are determined 
interdepartmentally and we are party to the 
consultations but the matter is one for the 
National Energy Board. 
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Mr. Lambert: Yes, but the National Energy 
Board has denied that the United. States 
Power Commission has the right to set the 
price for Canadian gas within Canada as well. 
What has the Canadian government done out- 
side of, shall we say, the discussions between 
the National Energy Board and their counter- 
parts in the United States? Have there been 
interministerial discussions? 


Mr. Winters: I am unable to answer that. 
As you know, I was away when that decision 
was handed down. 


Mr. Lambert: There are now suggestions 
that the United States Power Commission has 
directed the people with whom we are deal- 
ing to find their gas elsewhere. The Minister 
is well aware of the importance of this 
expanding gas market to the three Western 
provinces and if we in any way accept the 
principle that the United States Power Com- 
mission can dictate the prices for which gas 
will be sold in Canada to Canadian consum- 
ers, then we are setting quite a precedent. 


Mr. Winters: I agree. 


Mr. Lambert: But is it the Minister’s in- 
tention to take appropriate steps with his 
colleagues vis-a-vis the United States 
authorities? 


Mr. Winters: I am going to take appropri- 
ate steps to get up to date on it and look into 
it. 
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The Chairman: The Assistant Deputy Min- 
ister of the Department is following our hear- 
ings in the room now and I am sure he is 
taking note of your question and I will be 
consulting with him later in the afternoon to 
see about some further reply to your question 
if that would seem in order. 


Mr. Lambert: Thank you. 


The Chairman: Do we have further ques- 
tions of the Minister at this time? If not, then 
I think we can thank the Minister for his 
attendance and his statement and excuse him. 
Then we can return to our agenda as dis- 
cussed yesterday morning. Thank you very 
much, Mr. Winters. 


I think it would be in eee for me:as the 
Chairman of this Committee to express a non- 
partisan word of thanks to the Minister for 
his co-operation with us over the past several 
years. I think our’ terms of: reference have 
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been, such that we worked rather closely with 
the Minister and his officials and in view of 
his most recent announcement I think it 
would be in order for me, perhaps, to take it 
upon myself to say on behalf of the Com- 
mittee a word of thanks for the co-operation 
we have had from him. Even though ob- 
viously there have been differences of opinion 
with respect to policies and outlook, certainly 
we have attempted to work together in the 
interests of the country and, of course, the 
population at large. 


Mr. Winters: Thank you very much. I can- 
not imagine what gives rise to the statement 
about differences of policy and _ outlook. 
Thank you, very much. 


The Chairman: I am not talking necessarily 
about differences between the Minister and 
myself. 

Now, perhaps we can invite Mr. Wright, 
Industrial Policy Adviser to come forward 
with his colleagues and make his presentation 
to us on the Adjustment Assistance Program. 


It is my suggestion, gentlemen, that after 
we have concluded with Mr. Wright we will 
be in a position to hear from Mr. Rod Grey 
on the progress being made with respect to 
the implementation of the anti-dumping code. 
Certainly it is up to the Committee. I think in 
all fairness I should agree that the general 
discussion when we decided to meet this 
week supplemented by the notice sent out 
would give rise to the inference we were not 
going to meet beyond Thursday. My only 
thought yesterday was that if a substantial 
portion of the Committee was interested in 
meeting Friday morning then we could do so. 
But if this would run counter to commitments 
already entered into by the Committee then 
certainly we should agree, after we terminate 
our session tomorrow afternoon, to adjourn 
until next Tuesday morning. Perhaps while 
Mr. Wright is getting himself situated we 
might have an exchange of views on this. Mr. 
Clermont? 


Mr. Clermont: When is it your intention to 
call the representative of the Trade and Com- 
merce Department before this Committee? 
Would it be tomorrow? 


The Chairman: Yes, that is right. 


Mr. Clermont: I thought they were going on 
after. I had a special question, but will they 
be here tomorrow? 


The Chairman: It is my understanding that 
Mr. Schwarzmann will be here together with 
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Dr. Annis. Dr. Annis at the moment unfortu- 
nately is indisposed with a touch of flu, but it 
was my hope that Dr. Annis, together with 
Mr. Schwarzmann, would work with us ina 
detailed study of the tariff changes. After we 
had heard we would complete our considera- 
tion of specific related programs. 


Mr. Clermont: Thank you. 
The Chairman: Mr. Wright, if you please? 


Mr. H. H. Wright (Industrial Policy Advis- 
er, Department of Industry): Thank you, Mr. 
Chairman. 


The basic considerations underlying the 
formulation of an adjustment assistance pro- 
gram related to the Kennedy Round were set 
out in the announcement made by the Prime 
Minister, of course, cn December 27. Mem- 
bers of the Committee have, I understand, 
been provided with copies of the text of this 
announcement. In addition, the Minister of 
Finance dealt with numerous aspects of the 
program yesterday before this Committee. 
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At present, Mr. Chairman, many of the 
details of the program have still to be settled. 
Discussions are in progress with representa- 
tives of the chartered banks concerning the 
system for insuring loans made by private 
lenders under the program. These discussions 
will be extended to other appropriate lenders 
who may be interested. There are, therefore, a 
number of questions about the program that 
have yet to be resolved. Subject to this limi- 
tation, and it is a real one, if the Committee 
wishes I will try to outline various aspects of 
the program as now envisaged, including the 
types of assistance that will be made availa- 
ble, eligibility requirements, provisions 
regarding the dislocation of employees and 
administrative arrangements. 

As the Minister of Finance indicated in his 
statement to the Committee yesterday, there 
are three principal features to this Program. 
They can be summarized as follows: 

First, government insurance of a major 
share of the risk of loss on industrial adjust- 
ment assistance loans made by private lend- 
ers; second, direct government loans in 
exceptional circumstances to firms seriously 
injured or threatened with serious injury as a 
result of reductions in the Canadian tariff and 
who are unable to obtain insured adjustment 
loans; and third, technical assistance in the 
preparation of adjustment proposals including 
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a cost-sharing arrangement between the gov- 
ernment and eligible firms to cover the cost 
of private consulting services. 


Financial assistance under the Program, 
either in the form of government insurance of 
loans made by private lenders or by way of 
direct loans, will only be made available in 
cases where adequate financing cannot be 
obtained from other sources on reasonable 
terms and conditions. 


The Program will be administered by a 
Board to be established under section 15 of 
the Department of Industry Act. The Board 
will have an outside Chairman and considera- 
tion will also probably be given to including 
other outside members in addition to senior 
public officials. The services of the Depart- 
ment of Industry and its various branches 
will be made fully available to the Board and 
to eligible firms seeking assistance under the 
Program. 


In operating the Program the fullest possi- 
ble use will be made of the experience gained 
from the Auto Adjustment Assistance 
Program. 


Tt is anticipated that the most important 
feature of the program will be the insured 
adjustment loans. While details are still being 
worked out with the banks, it is contemplated 
that the private lenders will bear a share of 
any losses incurred on these insured loans. In 
addition, the lenders will be charged a fee for 
insurance. It is envisaged that the fees col- 
lected will be sufficient, over a period of 
time, to cover claims paid on losses. The 
lenders in agreement with the borrowers will 
set the terms of these loans subject, of 
course, to competitive forces in the financial 
markets. 

Under the Program there are two ways in 
which a manufacturer can qualify for a gov- 
ernment insured adjustment loan. A _ firm 
must either 

(a) establish that it has been seriously 
injured or is threatened with serious 
injury as a result of the Kennedy Round 
tariff reductions made by Canada 

(b) establish that it has significant 
export opportunities arising out of the 
Kennedy Round agreements. 


In addition, under either of these alterna- 
tives, the following tests must also be met 

(a) a firm must present a comprehen- 

sive plan involving a restructuring of its 

operations in order to improve its com- 

petitive position under post-Kennedy 
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Round commercial conditions. For this 
purpose restructuring includes a signifi- 
cant change in the firm’s operations with 
respect to production or markets served 
involving, in addition to the improvement 
or acquisition of physical assets, a signifi- 
cant adjustment in methods of production 
and/or management procedures related 
to cost or quality control, financial plan- 
ning or marketing 

(d) its comprehensive plan must be 
judged to be sound by the Adjustment 
Assistance Board 

(e) it must be clearly established that 
the required financing cannot be obtained 
on reasonable terms from other sources. 
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The government also intends to make direct 
loans available on a relatively short term 
basis. Loans up to a total of $10 million for 
the first year of the program are designed to 
assist firms that are seriously injured or 
threatened with serious injury as a result of 
reductions in the Canadian tariffs and that 
are unable to qualify for an insured adjust- 
ment loan either because they face exception- 
al problems of adjustment or because they 
require interim assistance while a longer run 
solution to their problems is being sought. 

It is not expected that many firms will 
require direct loans as a result of the Canadi- 
an tariff cuts. Consequently it is believed that 
only limited use will be made of this feature 
of the program. A firm that receives a direct 
loan will be required to seek a viable solution 
to its problems in co-operation with the 
Board. 

Turning now, Mr. Chairman, to the provi- 
sion in the program for technical assistance. 
It is recognized that many of the firms who 
will have to make adjustments in the post- 
Kennedy Round environment, either to take 
advantage of new export opportunities or to 
strengthen their position in the domestic mar- 
ket, may be small or medium-sized companies 
who may require assistance in the prepara- 
tion of sound adjustment plans. For these 
firms, technical help in identifying needs and 
proposing solutions in such fields as financial 
planning and budgeting, production layout 
and scheduling, quality and cost control, sys- 
tems design, inventory control, marketing 
programs and in-plant training, may be 
required in the preparation of a satisfactory 
adjustment proposal. Under the Program 
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applicant firms will be assisted in finding 
competent technical and professional advice 
in the private sector. It is proposed that the 
Government share the cost of such consulting 
services with the firm to the extent consid- 
ered appropriate in each case, but not 
exceeding 50%. This assistance will, of 
course, only be made available to firms who 
meet the general eligibility requirements for 
financial assistance under the Program. 


Technical assistance, like insured or direct 
loans, will, of course, have to be approved by 
the Board. 


As was indicated in the Prime Minister’s 
statement, it will be a condition of a company 
receiving either an insured loan or a direct 
loan that it give appropriate notice to its 
workers and to the government of any lay- 
offs that may result during the adjustment 
process. This requirement will apply if the 
total lay-off during the reorganization 
involves twenty or more workers and is for 
two months or longer. The minimum notice 
period will be three months. 

The notice period will give time for the 
Manpower and Immigration Department and 
provincial authorities to arrange for re-train- 
ing where needed, or for the Manpower De- 
partment fully to explore opportunities for 
temporary or permanent employment as 
appropriate. 

That, very briefly, is a general outline of 
the Adjustment Assistance Program as it is 
now envisaged. In conclusion the Committee 
might be interested in a brief indication of 
the administrative procedures it is intended 
to follow in regard to insured loans. 

—As a first step, a manufacturer seeking 
adjustment assistance under the program, 
will, in consultation with the Department 
of Industry, prepare a preliminary ap- 
plication in order to demonstrate that 
it is eligible for assistance under the 
Program. 

—Second, the firm will develop a detailed 
proposal in consultation with the Depart- 
ment of Industry. In the event that out- 
side consulting services are required for 
the preparation of a sound proposal, an 
application for technical assistance will 
be made to the Board. 

—Third, the detailed application for adjust- 
ment assistance will be submitted to the 
Board for approval. If in the Board’s 
judgement the proposal is commercially 
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viable, and the Board is satisfied that the 
required financing is not obtainable on 
reasonable terms without government 
insurance, the Board will approve the 
application and issue to the firm a letter 
of intent to provide insurance coverage in 
respect of the approved proposal. 

—Fourth, the applicant firm will then seek 
an approved lender to finance his needs 
with an insured loan. 

—Fifth, the lender will apply to the Board 
for insurance on the loan. 


Similarly, applicants for direct government 
loans will prepare a suitable application in 
consultation with the Department of Industry 
to the Board demonstrating their need and 
eligibility. 

From this description of various aspects of 
the program it will be apparent that the Pro- 
gram is not intended to encompass a general 
scheme for financing the expansion of Cana- 
da’s manufacturing and processing industries. 
First of all, the Program is related to the 
Kennedy Round agreements; second, it in- 
volves “last resort” financing; and third, it 
is confined to assisting firms engaged in 
restructuring their operations in order to 
improve their productivity and strengthen 
their competitive position. 

Thank you, Mr. Chairman. 
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The Chairman: Thank you, Mr. Wright. We 
are now open for questioning. Mr. Clermont? 


Mr. Clermont: Mr. Chairman, the statement 
that was delivered to us speaks about loans. 
In a case where industry is seriously injured 
is there any question of thinking about any 
kind of a subsidy? I agree that in some cases 
a loan might be very important to reorganize 
the production, but in other cases it might not 
be enough to procure a loan. 

I have an example to offer. I do not know 
if these two firms will be seriously injured, 
but this case deals with shoe board. The tariff 
will be cut in three steps from 20 per cent to 
5 per cent, which represents a 75 per cent 
reduction. I think 75 per cent is a very steep 
reduction. However, on shoe board sold for 
the wet board machine, which is another use, 
the tariff was only reduced from 20 per cent 
to 15 per cent. 


The Chairman: Do you wish to comment on 
Mr. Clermont’s observation? 
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Mr. Wright: I think I can say that it is 
correct that as framed the program contains 
no provision for subsidization. As you know, 
it contains a direct loan fund as contrasted to 
the insurance provision. This direct loan fund 
has been set up for the purpose of making 
assistance available to those firms who are in 
a position of special hardship. Of course, the 
technical assistance side of the program in a 
sense contains an element of subsidy in that 
the government will pay for half the cost of 
technical assistance to assist companies to 
make plans to strengthen their competitive 
position and maintain a viable position in the 
new trading conditions. 


Mr. Clermont: But which department will 
be responsible for that? If the same material 
is used in one place, the tariff will be reduced 
from 20 per cent to 15 per cent, but the same 
material if used in shoe production will be 
reduced in three steps from 20 per cent to 5 
per cent, a 75 per cent reduction. It is the 
same material and I understand there are 
only two Canadian companies supplying that 
material on the domestic market. As I under- 
stand it, their sales to the united market last 
year were only $75,000. I know you cannot 
reply, but this is the question I will ask of 
the representative of the Department of Com- 
merce. Why in the world did our negotiator 
agree to a sweeping reduction of 75 per cent 
when, according to the information that is 
available to me, our last sales figures to the 
united market were only $75,000? 


Mr. Wright: We are aware, sir, of the situa- 
tion to which you are referring. 


Mr. Clermont: I know you are aware of it. 


Mr. Wright: I very readily accept your 
comment that you will ask the departments 
concerned about the negotiations and about 
the effect of this tariff in this particular case, 
and they may have information which will 
throw some light on this matter, which I do 
not have, in the sense of the reductions that 
were made in this tariff in the Kennedy 
Round agreement. 
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Mr. Monteith: Could I ask Mr. Clermont, in 
what market this $75,000 sale was? 


Mr. Clermont: The United States. I men- 
tioned this figure to illustrate the steep reduc- 
tion of 75 per cent in our sales to that market. 
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According to the information I have available 


the amount was only $75,000; according to 
other sources, the sales were $475,000. 


The Chairman: We will have people with 
us tomorrow who are in an even better posi- 
tion to deal with the point you have raised; a 
point which I think is very significant. 


[Translation] 

Mr. Clermont: Another question, Mr. Chair- 
man. With regard to the labour force which 
might be laid off for a certain period of time 
during the reorganization of certain firms. I 
think that the program here does not take 
into account maybe it is hypothetical the fact 
that some industries may have to close down. 
In such cases, will the employees also receive 
the three-months’ notice? I know that they 
will be able to benefit from the other advan- 
tages, retraining and vocational training, and 
so on, but will they also receive the three- 
month’s notice? In the Prime Minister’s 
release only secondary industries which are to 
reorganize as a result of the Kennedy Round 
negotiations are mentioned. If it were to hap- 
pen, I hope it does not, but we should at least 
consider the possibility, that a firm be com- 
pelled to close down, again I hope that such a 
thing will not happen but if it does what 
protection will these employees get? Will they 
be able to benefit from the same protection, 
that is, the three-months’ notice, if the staff is 
over 20. 


[English] 
The Chairman: Are you in a position to 
comment? 


Mr. Grey: I think possibly that the Depart- 
ment of Manpower and Immigration 
representative, who I understand will be 
appearing before the Committee later, will be 
in a position to comment more fully than I 
can. But I think it can be made clear, sir, 
that as Mr. Sharp said, it is not expected that 
because of the Kennedy Round tariff cuts, 
phased as they are, and in view of the struc- 
ture of the concessions made by Canada, 
there will be, in fact, many cases of people 
closing their plants as a result of reductions 
made in the Canadian tariff. Consequently, 
this program has been framed to assist people 
to restructure their operations in order to 
become more competitive. This particular 
program has not been framed with other pur- 
poses in mind. 
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[Translation | 

Mr. Clermont: Mr. Chairman, the reason I 
was putting this question to the witness at the 
present time, the one testifying before the 
Committee, is that his department is responsi- 
ble for the program for secondary industries 
which are to reorganize as a result of the 
Kennedy Round. I cannot ask the question of 
the representatives of the Department of 
Manpower and Immigration since they are not 
responsible for the Adjustment Assistance 
Program. According to the release, your 
department is responsible for this. 
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[English] 

Mr. Wright: Perhaps I should add that if 
somebody who believes he is going to suffer 
and can show he is going to suffer real hard- 
ship, comes before the Adjustment Assistance 
Board, as we envisaged the program, it will 
be the objective of the Board to help him 
shift his production into other lines. In other 
words, he will be assisted in getting out of a 
line which is going to become more difficult 
to maintain as a result of the new trading 
conditions and witch into other production 
which will be sustainable. 


Mr. Clermont: But this help will be through 
loans? 


Mr. Wright: Yes, sir. 
Mr. Clermont: No subsidy? 
Mr. Wrighi: That is right, sir. 


Mr. Clermoni: Yes, but if a firm is so bad- 
ly hurt will his loan be enough to compensate 
for his transition or his loss of going into a 
completely new production? 


Mr. Wright: I think this would depend on 
an analysis of the firm’s position, what pro- 
duction he was interested in switching over 
to: what the market for that production was 
and what the profit margins on it were. In 
other words, an analysis of the viability of 
the proposal that was put up to the Board. 


Mr. Clermont: Fine, thank you. I am not 
satisfied, Mr. Chairman. 


[Translation] 


The Chairman: I contacted the representa- 
tives of the Department of Manpower and 
Immigration and they are getting ready to 
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give us an account on responsibilities in the 
field of manpower change, as a result of the 
Kennedy Round. It is true that the transfor- 
mation program as a whole comes under the 
Department of Industry but it seems possible 
that it will come under Manpower. According 
to what I understand, this will come under 
the Department of Manpower and Immigra- 
tion. Therefore, I intend suggesting to the 
Committee that we might perhaps hear 
representations from this Department in so 
far as changes in labour forces are concerned, 
either tomorrow morning or next week. I 
think that Mr. Wright is well informed in the 
field of assistance to industry and firms. 


[English] 
I think that is correct: is that not so, Mr. 
Wright? 


Mr. Wrighi: That is correct. 


The Chairman: Also, of course, it is correct 
that we must keep in mind that as an official 
all Mr. Wright is in a position to do is give 
details of the general policy and the programs 
arising out of it which have been announced 
by the Minister of Industry and the govern- 
ment in general. As far as suggestions or 
ideas for changes in existing, proposed, or 
new programs are concerned, I do not think 
he is in a position to do more than assure us 
that he will bring them to the attention of the 
Minister. 

Now I have to recognize Mr. More, then 
Mr. Macdonald and you, Mr. Saltsman. 


Mr. More (Regina City): I have two ques- 
tions, Mr. Chairman, I wish to direct to Mr. 
Wright. You speak of insurance for which a 
premium will be paid. What is the premium 
going to be? 


Mr. Wright: The premium, sir, will be a 
certain percentage rate on the portion of the 
loan that is covered by the government 
insurance. 


Mr. More (Regina City): What portion of 
the loan do you propose to cover? Whatever 
the lender asks? 


Mr. Wright: The portion of the loan that 
will be covered by insurance, sir, will be 
agreed, as the program is envisaged, between 
the borrower and the lender and will be sub- 
ject to the approval of the board before. it 
makes this insurance available. 
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Mr. More (Regina City): You have not 
determined what the percentage rate will be? 


Mr. Wrighi: At this time, sir, these matters 
are under discussion with the banks and fur- 
ther meetings with the banks are going to 
take place, we hope towards the end of this 
week. 


Mr. More (Regina City): You also spoke of 
eases of lender of last resort direct loans. 
Have you determined what rate will be estab- 
lished for those loans? 


Mr. Wright: The thinking at this time is 
that the rate on direct loans will be in line 
with market rates for similar loans, of similar 
duration, and for similar purposes. 


Mr. More (Regina City): That is all. Thank 
you. 
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Mr. Macdonald (Rosedale): In Mr. Cler- 
mont’s line of questioning, I draw from the 
conclusion that a firm cannot expect a sub- 
sidy to continue in the same old way; it is 
going to have to shift its operations. 


Mr. Wright: That is correct, sir. 


Mr. Macdonald (Rosedale): You appear to 
say to them that they should shift into anoth- 
er line of business. It is equally consistent 
they could remain in the same line of busi- 
ness if, by the loan, they could make them- 
selves competitive in equipment. 


Mr. Wright: That is exactly right. 


Mr. Macdonald (Rosedale): What, in your 
opinion, would constitute evidence of “threat- 
ened” injury? 


Mr. Wrighi: I think this is a matter that 
really would have to be considered probably 
ona case-by-case basis by the Board. 


- Mr. Macdonald (Rosedale): It is not enough 

to say that they have been just making ends 
meet at the current tariff level; if you drop it 
15 per cent they are going to be put out of 
business. They have to support that conten- 
tion with TD 11’s, do they? Does it have to be 
recorded experience? 


Mr. Wrighi: I think there would have to be 
evidence that was satisfactory to the Board 
that there was a threat of injury, and the 
Board would evaluate this evidence and, of 
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course, the Board would also want to know 
that the required financing to improve the 
company situation was not available from 
other sources. 


Mr. Macdonald (Rosedale): Thank you. 


Mr. Irvine: Mr. Chairman, I have a supple- 
mentary to the question Mr. Macdonald 
asked, and one that was mentioned by Mr. 
Clermont. Just for clarification, if this firm, 
which was in difficulty, did change to a new 
line of manufacture, is there machinery set 
up and available to provide a subsidy under 
certain circumstances? 


Mr. Wright: Under the financial arrange- 
ments contemplated in this program? 


Mr. Irvine: Yes. 


Mr. Wright: No, no. I wonder if I might 
just mention if it would be of interest to the 
Committee, the kind of representations we 
have received from the business community 
on the subsidy question? 


The Chairman: If you would care to com- 
ment, yes. 


Mr. Wright: Yes. Our Minister when mak- 
ing a speech back in May to the Canadian 
Association of Manufacturers invited com- 
ments and suggestions, and the association 
itself went into this matter I think rather 
carefully and thoroughly; they examined it 
through their committee system. They came 
up with some points which they felt should 
be included in any consideration and formula- 
tion of this sort of program. If it would be of 
interest to the Committee, I could just read 
those points out, because I think they bear on 
some of the questions that have been raised 
here. 


The Chairman: I think we might hear these 
points and then we might adjourn. We obvi- 
ously will not complete the exchange of ques- 
tions with Mr. Wright this evening. 


Mr. Wright: All right. I will just, then, 
read that with your approval, Mr. Chairman. 
In their letter to Mr. Drury of September 19, 
they said: 

The Association’s concept of adjust- 
ment assistance is predicated on the fol- 
lowing principles: 

1. The underlying philosophy of the 
assistance program should be to help 
manufacturers take advantage of new 
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opportunities in foreign markets as well 
as to adjust to changing domestic condi- 
tions brought about by changes in gov- 
ernment trade policies. 

2. A revamped Adjustment Assistance 
Board comprised of representatives from 
both industry and government should be 
set up to administer the assistance 
program. 

3. Lending activities under the program 
should be formulated on a commercial 
basis as far as possible. Specifically: 

(a) the Board should be recognized as 
the lender of last resort; 

(b) the appraisal of loan applications 
should be similar to the procedure fol- 
lowed by private lending institutions and 
the terms and conditions of loans should 
be in line with those prevailing in finan- 
cial markets, allowing for differences in 
risks; 

(c) the lending program should not 
include elements of subsidy, nor should it 
direct the restructuring of Canadian 
industry; 

(d) the Board should give careful study 
to the possibility of relying essentially on 
guarantees of loans from private sources 
rather than on direct lending. 
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Then they went on to say: 

4. The program should also provide for 
assistance to manufacturers to improve 
their managerial, technical and marketing 
operations. 


The fifth point was: 

5. All types of assistance for workers 
displaced as a result of government trade 
policies should be handled as part of the 
country’s general manpower policies and 
programs. 


And the last point they made was that: 

6. The question of special assistance to 
manufacturers who are forced out of 
business as a direct result of changes in 
government policies should be considered 
outside the framework of the adjustment 
assistance program. 


Now, this was from the Canadian Manufac- 
turers Association which, of course, has about 
6,000 members in Canada and it was the con- 
sidered view they put forward to the 
government. 
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Similarly, the Canadian Chamber of Com- 
merce I might just read one pertinent para- 
graph out of this so I will not take up too 
much of the Committee’s time said this: 

In regard to any assistance that may be 
given the companies, in which labour 
also has a great stake, we would not 
recommend that it take the form of any 
subsidies, capital or otherwise. We sug- 
gest that the policies of any assistance 
program be formulated around the propo- 
sition that it not replace the resources of 
the financial markets. For example, if the 
commercial feasibility of a proposed 
plant reorganization is thoroughly sub- 
stantiated, there should be facilities for 
government guaranteed loans negotiated 
through ordinary commerical channels. 


The Chairman: Well, I think we can cogi- 
tate on these comments overnight. 


[Translation] 


Mr. Comtois: Mr. Chairman, I have a ques- 
tion to ask. If a company which is affected by 
the Kennedy Round negotiations were to 
dceide to move its plant to a designated area 
could this same firm also take advantage of 
the designated area subsidies as well as the 
loans? 


[English] 
The Chairman: Perhaps you might want to 


consider that one overnight yourself, Mr. 
Wright. 


Mr. Wright: I will check on that, yes. Sub- 
ject to correction, I would think yes. 


Mr. Irvine: I have a supplementary, Mr. 
Chairman. As Mr. Wright mentioned, those 
firms which are forced out of business as a 
result of the Kennedy Round are consid- 
ered—did I get this right—to be outside the 
framework of the adjustments assistance 
program? 


Mr. Wright: The last thing I quoted, sir, 
was from the Canadian Manufacturers’ As- 
sociation recommendations and they recom- 
mended that the question of special assistance 
to manufacturers who are forced out of busi- 
ness as a direct result of changes in govern- 
ment policy should be considered outside the 
framework of the adjustment assistance pro- 
gram. Earlier on, when I was speaking in 
response to a question, I simply affirmed that 
the policy as now framed did not provide 
for subsidies to people who are forced out of 
business. 
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Mr. Irvine: Then you concur in the state- 
ment of the Canadian Manufacturers’ Asso- 
ciation that they are outside the boundaries 
of this program? 


The Chairman: I do not think you can ask 
Mr. Wright if he concurs personally with the 
statements he has quoted from. We have 
before us a statement of the details of the 
adjustment assistance program, and he has 
quoted the views of these commercial bodies 
for the information of the Committee. We can 
draw cur own conclusions as to whether or 
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not what is put forward is in accord with the 
views of these supposedly representative 
bodies of the business community. I presume 
also that it might be the view of the govern- 
ment if this program works, that firms will 
not be forced out of business, although that 
may be considered debatable. Well in any 
event, I think that we should adjourn our 
meeting until 10.30 tomorrow morning, when 
we will conclude our exchange of questions 
with Mr. Wright, and continue with our 
agenda. 
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CORRIGENDA 


Issue No. 13, Tuesday, January 16, 1968 
Page 247, Lines 24 and 25, 2nd column, should read: 
“Mr. Sharp: No one can bind the Parliament of Canada’’. 


Page 264,—The remarks attributed to the Vice-Chairman should indicate that 
they were made by the Chairman. 


Page 277, Lines 39 and 40, 2nd column.—The sentence attributed to Mr. 
MecKennirey and reading 
“T think in practice it is going to be very, very time consuming and 
unfair to the Cabinet’. 
was made by Mr. Hees. 


Issue No. 14, Wednesday, January 17, 1968 
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MINUTES OF PROCEEDINGS 


THURSDAY, January 18, 1968. 
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The Standing Committee on Finance, Trade and Economic Affairs met at 
10.45 a.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Cantin, Clermont, Gilbert, Gray, Hees, Irvine, 
Lambert, Lind, Macdonald (Rosedale), Monteith, More (Regina City), Wahn 
(12); 


In attendance: Messrs. John Munro, Parliamentary Secretary to the Minister 
of Manpower and Immigration; Duncan Campbell, Programme Development 
Services, Department of Manpower and Immigration. Messrs. Hume H. Wright, 
Industrial Policy Adviser and G. H. Dewhirst, Office of the Industrial Policy 
Adviser, Department of Industry. 


On motion of Mr. Hees, seconded by Mr. More (Regina Ctiy), 


Resolved,—That this Committee recommend to the House that it be author- 
ized to sit while the House is sitting. 


The Committee agreed to certain corrections in Issues No. 13 and No. 14. 
(See corrigenda.) 


The Committee resumed consideration of the subject-matter of the proposed 
Customs Tariff resolution. 


Messrs. Munro and Campbell were called and questioned on Manpower 
aspects of the adjustment assistance programme. The questioning having been 
completed, the Chairman thanked the witnesses who were allowed to retire. 


Mr. Wright was recalled and was further questioned on the adjustment 
assistance programme. Questioning having been completed, the Chairman 
thanked the witness who then withdrew. 


The Committee agreed to print as appendices answers provided privately 
by officials to members who had raised questions in Committee to which 
immediate answers could not be provided. (See Appendix G.) 


It was also agreed that the Chairman, Vice-Chairman and Clerk would 
draw up a programme of meetings and witnesses for next week. 


At 12.25 p.m., the Committee adjourned to 2.30 p.m. this day. 


AFTERNOON SITTING 
(19) 
The Committee resumed at 2.43 p.m., the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Cantin, Clermont, Comtois, Gilbert, Gray, Hees, 
Irvine, Lambert, Lind, Macdonald (Rosedale), Monteith, More (Regina City) 
(12): 
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Also present: Mr. Saltsman. 


In attendance: Mr. R. Y. Grey, Assistant Deputy Minister, Department of 
Finance; Mr. A. R. A. Gherson, Chief, United States Division, Office of Trade 
Relations, Department of Trade and Commerce; Mr. M. Schwarzmann, Assistant 
Deputy Minister (Trade Policy), Department of Trade and Commerce; Mr. 
C. A. Annis, Director of Tariffs, Department of Finance. 


The Committee agreed to certain corrections in Issue No. 14 requested by 
Mr. Clermont. (See Corrigenda). 


Messrs. Grey and Gherson were called. Mr. Grey made a statement on anti- 
dumping policies and he and Mr. Gherson were questioned. The questioning 
being concluded, the witnesses were allowed to withdraw. 


Messrs. Schwarzmann and Annis were recalled. Mr. Schwarzmann made a 
brief statement and Dr. Annis tabled a prepared statement which it was 
agreed to include in today’s Proceedings. Messrs. Schwarzmann and Annis were 
questioned. 


At 4.55 p.m. the Committee adjourned to 11.00 a.m., Tuesday, January 23, 
1968, at which time Messrs. Annis and Schwarzmann will again be the wit- 
nesses. 

Dorothy F. Ballantine, 
Clerk of the Committee. 
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The Chairman: Gentlemen, I think we are 
in a position to begin our meeting. Before we 
resume consideration of our agenda I think 
we should get some procedural matters out of 
the way. First of all, there are some correc- 
tions to be made in our written record. It has 
been drawn to my attention by Mr. McKen- 
nirey that on page 277 a remark made by Mr. 
Hees has been attributed to Mr. McKennirey. 


Mr. Hees: Is he objecting violently? 


The Chairman: He is not objecting to you 
making it he is just objecting to having it 
attributed to himself since obviously it is not 
one which would be considered appropriate 
for an official to make. In the Minutes of 
Proceedings and Evidence of January 16, 
page 277 in the second column, it says: 


But nevertheless the responsibility for 
remitting the duties still should rest with 
the Governor in Council. 


At that point, Mr. McKennirey has 
informed us, his own remarks were concluded 
and the following sentence actually should be 
attributed to Mr. Hees, the sentence being: 

I think in practice it is going to be 
very, very time consuming and unfair to 
the Cabinet. 


Also, speaking on my own behalf, on page 
264 there are some remarks attributed to the 
Vice-Chairman which were actually made by 
myself. There are two or three references to 
the Vice-Chairman which were actually made 
by myself. It is obvious that I made them 
rather than our Vice-Chairman, Mr. Cler- 
mont, because he is also noted as having 
made some comments under his own name on 
the same page. With the consent of the Com- 
mittee, this will be noted in the proceedings 
for today and the record will be rectified. 
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Mr. Lambert: Mr. Chairman, without want- 
ing to hold out a brief for the Minister of 


Finance, on page 247, the second column, in 
the middle of the page, there is a remark 
attributed to him which I do not think he 
ever made. One might be cynical but it says: 


Mr. Sharp: No one can buy into the 
Parliament of Canada. 
Much ink has been used about the efforts 
made in that regard. I do not think he used 
the word “buy” into the Parliament of 
Canada. 


The Chairman: I certainly do not recall 
that. 


Mr. Wahn: I think it must be “bind”. 


Mr. Lambert: I think that is what he 
meant, ‘‘No one can bind the Parliament of 
Canada.” 


The Chairman: Yes, I think I recall Mr. 
Sharp’s statement. 


It should be noted that our proceedings are 
recorded electronically and the typists have 
to try and reconstruct this from the tapes. 
This is not always easy. 


Mr. Monteith: Some of these fellows do not 
use the best English. 


Mr. More (Regina City): I notice there are 
several mistakes in the wording, Mr. Chair- 
man. For instance there is one place where it 
says “compensation” instead of “competition” 
and things of that nature. I do not know how 
you could correct it all. 


The Chairman: I think it is also interesting 
to note that for the first time we are having 
our proceedings printed on a daily basis. Un- 
fortunately, this will not be able to continue 
once Parliament itself resumes, but I think 
that the fact that they are able to do this now 
begs the question as to why, even though we 
may not be able to get our proceedings on a 
daily basis with Parliament sitting, we should 
not be able to get them after a delay of only 
two or three days. If Canada can launch an 
Alouette satellite I am positive that methods 
could be worked out for us to get the verbatim 
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transcript of our proceedings after a delay of 
only two or three days. 


Also, you will note that the House resumes 
next Monday and we do not have the authori- 
ty, at the moment, to sit while the House is 
sitting. If we are going to complete our agen- 
da without undue delay, particularly hearing 
from the outside witnesses, I would urge the 
Committee to approve a motion recommend- 
ing to the House that we be granted authority 
to sit while the House is sitting. Would some- 
body be prepared to move such a motion? 


Mr. Hees: I so move. 


Mr. 
motion. 


Motion agreed to. 


More (Regina City): I second the 


The Chairman: I will ask the Clerk to pre- 
pare the motion and I will present it in due 
course. 


When we adjourned last night we were 
hearing from Mr. Hume Wright, Industrial 
Policy Adviser, on the Adjustment Assistance 
Program. Several questions had arisen with 
respect to the manpower side of this program 
which I indicated to the Committee, in my 
opinion, could be better handled by depart- 
ments more directly concerned with it. I 
indicated I was in touch with departments in 
this regard. 


We have with us this morning Mr. John 
Munro, Parliamentary Secretary to the Minis- 
ter of Manpower and the Acting Director of 
the Program Planning Branch, I believe the 
title is. Mr. Munro can correct this. We also 
have Mr. Campbell of the Department of 
Manpower. I have asked Mr. Wright to stand 
down for a few moments while we hear from 
Mr. Munro and Mr. Campbell. I also believe 
that later in the morning or later today we 
will be hearing from Mr. Mackasey who is a 
Member of our Committee. We will be hear- 
ing from him in his capacity as Parliamentary 
Secretary to the Minister of Labour with 
respect to the aspects of the program under 
the jurisdiction of that department. 


Mr. Lambert: Mr. Chairman, I think this 
raises a point of procedure. I, for the life of 
me, cannot see how a Member of the Com- 
mittee can come in and sit as a witness. I am 
not picking on any particular person. Based 
on the evidence that that witness will give, 
this Committee will then make certain recom- 
mendations and the hon. member will then be 
involved in determining whether that report 
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shall, first, have a certain form and, secondly, 
whether it shall be adopted or not. He must 
disenfranchise himself when we come to a 
vote dealing with sections or parts of the 
report in which he gave testimony. I cannot 
see how he can be witness and judge. This 
goes to the question of putting parliamentary 
secretaries on committees. 
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The Chairman: Well, we have to give them 
something to do. 


Mr. Lambert: I know it is a problem. 


An hon. Member: It was your colleague 
who said that, John. 


The Chairman: I said this in a facetious 
vein and it does not apply to the Parliamen- 
tary Secretaries in question who are most 
active. 


Mr. Lambert: This does raise a question. I 
know that Parliamentary Secretaries... 


Mr. Wahn: I think the remark should be 
withdrawn. 


The Chairman: I withdraw it. 


Mr. Lambert: Parliamentary Secretaries in 
the main have a good deal to contribute and 
they are usually among the more active peo- 
ple in the House and on committees but they 
have to make a choice. They can come to 
meetings as non-members of the committee 
and participate but they are non-voters. 


The Chairman: I think your point is well 
taken. First, we should make clear that Mr. 
Munro at this point is not a member of the 
Committee. Second, with respect to Mr. 
Mackasey, he is on the Committee by order of 
the House as all of us are and I think the 
proper procedure to follow is the one you 
suggested, that he should not vote with 
respect to any portions of our deliberations 
linked with his own evidence. 


If I am not mistaken, members of other 
committees may well have acted as witnesses 
in support of private bills or resolutions 
referred to them for study and I am not sure 
if an objection was raised on that point 
although I am not saying your point is not 
well taken. 


Mr. Lambert: I have done that before this 
Committee but I have absolutely abstained 
from voting on the particular question and I 
raise this as something to be considered, Mr. 
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Chairman. It puts a Parliamentary Secretary 
in a difficult position. For instance, if we 
want to be specific, I think since Mr. Mac- 
donald is not going to testify it is perfectly all 
right, but if you are a member of a commit- 
tee then you should not be testifying before 
bbe 


The Chairman: To express my own view 
here, I think the appropriate procedure 
would be the one that you have alluded to; 
that is to say, if they do testify and since they 
sometimes cannot avoid the obligation on 
behalf of their departments and there is not 
an opportunity to change membership, then it 
is clear that they should not be voting on the 
particular subject matter relevant to their 
evidence. I certainly would take this position. 
I presume I would be supported by the Com- 
mittee if there is any question on it. 


I also have a message here that Mr. Mac- 
kasey is not yet in a position to present a 
statement and he will be doing so as soon 
as...that point is reached. 


Mr. Lambert:...he gets clearance, yes. 


The Chairman: He is speaking on behalf of 
the Department I presume that with respect 
to the policies involved they would want to 
have a complete document, so we will invite 
Mr. Munro and Mr. Campbell to come 
forward. 


Mr. Irvine: Mr. Chairman, may I interrupt 
for just a moment? I apologize to Mr. Munro 
also, but I was called away for a message at 
the time you were discussing errors that have 
been made in the written records. On Page 
298, right under 1205, it is alleged that I said 
“Was any representation made by Siemans 
Canada Ltd?” This is rather flagrant and 
maybe even fragrant. I am glad they added 
an “s” to it. It was actually “CEMA”. And 
then it appears again on the following page 
299, nearly half way down the left-hand 
column; then it appears a third time just 
below that. I am sorry, but perhaps my false 
teeth may have caused that and it did not 
come through properly but I think those cor- 
rections should be made. I am not sure 
whether it appears again or not. I have not 
had a chance to read it thoroughly. CEMA 
means Canadian Electrical Manufacturers 
Association. 


The Chairman: Siemans is a firm, I believe, 
based in Germany manufacturing pipe and 
electrical equipment. 
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Mr. Irvine: That is if you have an “s” on it. 
Mr. More (Regina City): Radios. 


The Chairman: Anyway, a very different 
group from the one that Mr. Irvine was refer- 
ring to. This will be noted and now we will 
ask Mr. Munro and Mr. Campbell to make 
their presentations. 


Mr. John C. Munro (Parliamentary Secre- 
tary to Minister of Manpower and Immigra- 
tion): Mr. Chairman and Members of the 
Committee, Dr. Duncan Campbell is here. He 
is Acting Director of Planning and Evaluation 
Branch with the Department of Manpower 
and Immigration and he is here to give the 
specifics of what the Department’s program is 
under the Adjustment Program and_ to 
answer questions with respect to those poli- 
cies. If there are questions aside from the 
technicalities of the program I am prepared 
to take those questions and do the best I can 
with them, but I will turn it over to Mr. 
Campbell now. 


e 1055 
The Chairman; Mr. Campbell? 


Dr. Duncan Campbell (Acting Director, 
Planning and Evaluation Branch, Department 
of Manpower and Immigration): Thank you 
Mr. Chairman. The reason for the Manpower 
aspects of the program fundamentally is to 
make sure that the measures of manpower 
adjustment assistance that we have in place 
can be fully integrated with the industrial 
adjustment so that whatever changes take 
place, take place as smoothly and rapidly as 
possible. The major Manpower measures are, 
of course, the ones of our regular counselling 
and placement services and retraining and, 
when necessary, mobility. 


The three months’ notice period fundamen- 
tally is intended to provide time for the 
application of these measures. It is very diffi- 
cult, in fact, to get them under way on no 
notice at all and in many cases, for instance, 
courses have to be specifically arranged and 
so on and that is the basic reason for it. The 
Prime Minister’s statement appears on page 5 
of this press release. 


The Chairman: This has been distributed. 


Dr. Campbell: It outlines the essentials of 
the program in its broader aspects. 


The Chairman: Gentlemen, do you have 
any questions to direct to Dr. Campbell and 
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Mr. Munro? I recognize Mr. Clermont, fol- 
lowed by Mr. Gilbert. 


Mr. Clermont: Mr. Chairman, will the gen- 
tlemen be able to understand me in French? 


The Chairman: I think he is connected to 
the facilities. 


[Translation] 


Mr. Clermont: Yesterday when Mr. Wright 
appeared before the Committee I pointed out 
that if one company unfortunately had to 
close down because of the Kennedy Round 
there was nothing in the communique or the 
declaration made by the Prime Minister 
which gave protection with regard to the 
three-month’s notice to the employees. 


I must add that there also seems to be no 
protection to the employees of companies 
which make the transition without obtaining 
a guaranteed loan or one directly from the 
government. No doubt, Mr. Chairman, some 
companies will be able to make this transition 
without a guaranteed loan or one from the 
government and in such cases it seems that 
the employee will not benefit from a three- 
months’ notice. He will be able to take advan- 
tage of the other services given by the Man- 
power Department in regard to retraining, 
professional assistance and also unemploy- 
ment insurance, but he will not be able to 
take advantage of a three-months’ notice. I 
think that if we give this protection of a 
three-months’ notice to the employees of com- 
panies who receive assistance according to 


the adjustment assistance program, other 
employees should also have the same 
advantages. 
[English] 


The Chairman: Mr. Campbell, are you in a 
position to comment? 


Dr. Campbell: Yes. That statement of the 
situation is quite correct so far as the legali- 
ties of it go. The program does not provide, 
formally at least, for notice in those situa- 
tions. The difficulty here in possible exten- 
sions of it is that it appears there is, in fact, 
no way to obtain that in most cases, aside 
from legislation which, in the federal situa- 
tion, would have to be limited to industries 
within the federal jurisdiction. 


Mr. Clermont: But could not the Manpower 
regulation or the Labour regulation be 
amended at least to protect those that come 
under the federal responsibility or jurisdic- 
tion? 
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Mr. Munro: It could be. 


The Chairman: I also presume that very 
few of the firms that might be affected by the 
Kennedy Round changes would be under fed- 
eral labour jurisdiction, as these firms are 
mainly in the transportation and communica- 
tion fields. 


Mr. Clermont: At least, Mr. Chairman, can 
the Manpower Department and the Depart- 
ment of Labour get in touch with the firms 
concerned and arrange for some publicity, or 
something like that? Can they do some 
persuading? 


Mr. Campbell: If I may, Mr. Chairman, I 
might add that at the moment we have an 
extensive program which is intended to 
ensure, so far as that is possible, that we 
have the most up-to-date information on what 
is going on within firms. This is done partly 
in an attempt to determine what firms might 
be closing, as they are doing all the time, and 
also partly to determine where expansions 
are going to take place so that through train- 
ing we can prepare new workers for those 
expansions. We have a Manpower Informa- 
tion and Analysis Branch and this is one of 
its major functions. 


The expectation on the Kennedy Round, as 
I think previous witnesses have made clear, 
is that there will not be any substantial dis- 
turbance. I suppose it is possible that a few 
firms might close as a result of it, but the 
general expectation is a substantial expansion 
in employment. What we have been really 
thinking more of here is the sort of reorgani- 
zation that a company goes through where the 
situation is that workers in some cases may 
have to be temporarily laid off while new 
machinery is being installed and production 
restructured. In many cases it then becomes a 
matter of training them so that they can oper- 
ate the new machinery later on. 


Mr. Clermoni: Mr. Chairman, these are the 
end of my remarks for the time being. It may 
be that the Department of Manpower and the 
Department of Labour can issue or give us 
some guidelines, as was done in other sectors 
of the Canadian government. 


The Chairman: I think that is a point they 
should take under advisement. 


Mr. More (Regina City): A supplementary 
question, Mr. Chairman. My understanding is 
that only companies that seek loans, and get 


January 18, 1968 


guarantees on the loans, are required to give 
| three months’ notice. 


Mr. Campbell: That is correct. 


Mr. More (Regina (City): It was suggest- 
ed—and you repeated it—that you expect 


| very few lay-offs in industry, but we had 
| evidence yesterday from tthe heavy electrical 
| industry in the form of newspaper comments 
| that in the last quarter, because of Kennedy 
| Round adjustments, and so forth, they expect 
|) they may be laying off a third or more. In 
| fact, one company suggested they might have 
_ to close a portion of their plant which deals 
| with particular manufacture. These are com- 
| panies that conceivably would not be asking 
| for guaranteed loans. In that case the worker 
| does not have this protection at all. 


Mr. Campbell: That is correct. 


Mr. More (Regina City): And nothing is 
being considered about it. 


Mr. Campbell: He does have the benefit of 
the other programs, and in that sort of situa- 
tion—which is precisely the example you 
have mentioned—if this comes to fruition 
what we have in effect there is substantial 
advance notice. Our people in the field, 
through the Department of Manpower, will 
be getting in touch with those firms to try 
and determine what exactly might be coming 
out of it and to try to make advance plans, 
even though there is no formal requirement 
of advance notice for them. 


Mr. More (Regina City): If that program is 
considered sufficient, why do we have this 
program? If the one is considered sufficient, 
then why is there differentiation? If it is not 
considered sufficient, why is something not 
being done to apply it to all workers who are 
displaced through the Kennedy Round 
adjustments? 


The Chairman: Mr. Munro? 


Mr. Munro: I think the answer to that, Mr. 
Chairman, is that in this case we do not have 
to have direct legislation in order to qualify 
notice—we do not have the jurisdiction to do 
it in any event—but when we are making 
loans of this type we can tie the notice res- 
triction in as one of the conditions of the loan. 
There is nothing irregular about that. The 
federal government simply does not have the 
legislative competence or jurisdiction to 
require all these firms, such as the heavy 
duty electrical firms you are talking about, to 
give notice. 
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Mr. More (Regina City): You have no juris- 
diction in the other cases either, except that 
you make it... 


Mr. Munro: Indirect. 
Mr. More (Regina City): Indirect. 
Mr. Munro: That is right. 


Mr. Lambert: I have a _ supplementary 
observation, if I may. I think you would also 
agree that you would be establishing a very 
serious precedent in the sense that by legisla- 
tive action you are modifying collective 
agreements. This is not under the loan pro- 
gram but under the general suggestion with 
regard to anybody who may be laid off asa 
result of the Kennedy Round agreement, that 
such-and-such notice shall be given before 
lay-off, and this would definitely be a 
modification of many collective agreements. I 
do not think you can do that. 


Mr. Munro: I am not prepared to disagree 
on that, Mr. Lambert, except to say that most 
legislation that requires notice, or other con- 
ditions of employment that certainly some of 
the provinces have implemented, I believe 
indicates that it is minimal, and where collec- 
tive agreements provide more ample provi- 
sion for these, the conditions of the collective 
agreement will prevail. 


The Chairman: I think we should permit 
Mr. Gilbert to have the floor, unless he 
wishes to yield. 


Mr. John Gilbert (Broadview): Mr. Chair- 
man, in substance my question was the same 
as Mr. More’s. Under the auto pact agree- 
ment, Mr. Campbell, they had the TAB pro- 
gram, which was a transitional assistance 
benefit to workers. Why do we not have it 
with regard to the Kennedy Round? 


The Chairman: In fairness to Mr. Camp- 
hell, I would suggest that is a policy question 
which should not be asked of an official. 


Mr. Gilbert: Perhaps I could ask that ques- 
tion of Mr. Munro. 


Mr. Munro: I believe that the Department 
of Labour officials and Mr. Mackasey will be 
here. As you know, TAB falls within the 
jurisdiction of the Department of Labour and 
they are prepared to go into that question 
when they come before the Committee. 
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The Chairman: That is why I invited Mr. 
Mackasey and his Department to be prepared 
to appear before us. 
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Mr. Gilbert: I would like to direct another 
question with regard to the arrangements 
made by the Department of Manpower and 
the provincial authorities with regard to 
retraining where needed. What arrangements 
have been made? 


Mr. Campbell: We have made arrangements 
with all ten provinces. That is, we have gen- 
eral contracts for training with those prov- 
inces. Those contracts are what I can only 
describe as flexible. There is a provision 
within them for what I might call a standard 
amount of training and there is an additional 
provision whereby—to the degree that it is 
considered desirable on the part of both par- 
ties—we can supplement the basic amount of 
training that is being given. So, the frame- 
work is there and it then becomes basically a 
matter of administrative arrangements in spe- 
cific instances. When we receive notice that 
workers will be laid off, and it appears that a 
certain number of them may require training, 
it would then be a matter of the Manpower 
region or the local office getting in touch with 
the provincial government to arrange for the 
specific classes in whatever is needed. 


However, much of the training in this area, 
to the extent that it is required, I expect 
would probably be carried out within indus- 
try. In many cases the better and more 
efficient way to do it, if it is a change within 
a firm and when we are in effect retraining 
the workers of that firm for new jobs within 
it, would probably be for it to be given by 
the company in co-operation with the provin- 
cial government. 


Mr. Gilbert: I think that is all for the 
moment, Mr. Chairman. 


The Chairman: Do we have any further 
questions at this stage? Mr. Irvine. 


Mr. Jack A. Irvine (London): I would like 
to ask the witness a question, if I may. I do 
not mean to take this out of context, and 
perhaps I did not get it quite straight, but I 
understood you to say that firms are “closing, 
as they are doing all the time”. Do you have a 
great number of firms which have indicated 
they anticipate a large number of lay-off? 


Dr. Campbell: The answer to that is no, 
not at all. Every year there are—and this is 
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what I was really trying to say—a certain 
number of firms which close down. These are 
either inefficient firms or firms in industries 
which have been declining over the years, 
that sort of thing. 


The Chairman: I think Mr. Irvine’s point 
is: Did you make that statement with refer- 
ence to Kennedy Round changes or as a ref- 
erence to general, economic... 


Dr. Campbell: It was a very general state- 
ment, not with specific reference to the Ken- 
nedy Round. 


Mr. Irvine: Then outside of the Kennedy 
Round you do have quite an indication of 
large lay-off projections? 


Dr. Campbell: No, no, I cannot say that 
we do. 


Mr. Irvine: I ask this because on Monday 
of this week I called on a firm that employs 
approximately 500 people, and they claim 
that as a result of the Kennedy Round they 
are going to be in the position of having to 
lay off 300 of their employees. This will make 
it economically impossible for them to contin- 
ue their whole operation. This is a big firm. 
The president of the firm said to me, “We 
will just have to place a for sale sign on 
our property”’. 

In a case of this type, where some 300 
people would be involved, basically affecting 
some five hundred people, what would be the 
plans of the Manpower Department to look 
after such a firm? It cannot apply for a loan, 
because its rating is such that it does not 
qualify for assistance. 


Dr. Campbell; That sort of case would 
really have to depend very much on circum- 
stances; that is, if it is within a metropolitan 
area. The general situation, our general 
experience in the past, has been that we can 
place most of the workers without any 
extreme amount of difficulty because, as you 
know, there have been general shortages of 
skilled workers. Aside from those who cannot 
be immediately placed in some other firm, 
there are the other two basic programs. One 
is retraining for other jobs in the locality or 
elsewhere, and the second, of course, as a 
sort of a program of last resort, so to speak, 
is the mobility program. If there is nothing in 
the locality that is suitable we can assist 
workers to move to other nearby localities 
where work is available. 
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Mr. Irvine: What type of relief, or assist- 
ance, would a firm with a large investment 
be entitled to because of their being dis- 
rupted under the Kennedy Round. 


The Chairman: I think that the question 
relating to the firm itself should be directed 
to Mr. Wright who was with us last night and 
will be coming back as soon as these gentle- 
men have been excused. 


Mr. Irvine: Further, then, Mr. Chairman, 
should this firm report to the Department of 
Manpower well in advance what their expect- 
ed difficulties might be in their working 
force? 


Mr. Campbell: It would certainly be very 
much appreciated if that were the case 
because it would enable us to do the proper 
advance planning to arrange whatever 
courses were necessary, and so on. 


Mr. Irvine: As a result of any report they 
might make, would it be the function of the 
Manpower Department to send perhaps one 
or two people in to make a survey of the 
conditions existing in this particular plant? 


Dr. Campbell: Yes; that is one of the func- 
tions performed by our Manpower Consulta- 
tive Service. It has a number of experts 
around the country who are trained in look- 
ing into either adjustment situations or close- 
down situations. 


Basically, under that program they can, if 
necessary, pay half the costs of any research 
that is required to determine what can best 
be done for the workers and for the company. 
When this sort of determination has been 
made the situation then becomes one which is 
handled essentially by the local Manpower 
Office in collaboration with neighbouring 
offices, if that is necessary or relevant. 


The Chairman: It occurs to me, Mr. Irvine, 
that you may, for obvious reasons, not wish 
to disclose the name of the firm publicly here, 
but perhaps you could speak to Mr. Campbell 
after the meeting so that the manpower con- 
sultative service can take the initiative and 
contact the firm and make known the facili- 
ties they have. 


In addition, it may be that the Department 
of Industry may want to get in touch with 
this firm, and they may want to make use of 
the industry side of this Adjustment Assist- 
ance Program, at least in its technical assist- 
ance aspect. 
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Mr. Irvine: They asked that they remain 
anonymous, pending a further conference 
after our deliberations during these meetings, 
at which time their indication was that they 
would be coming to Ottawa with me and per- 
haps approaching the Department of Man- 
power and other departments. 


That is all I have at the moment. 


Mr. Munro: I have just one thing to add to 
what Mr. Irvine has brought up. Mr. Camp- 
bell has referred to the Adult Retraining Pro- 
gram in which there is income maintenance 
which would help those employees. I think 
many of them would qualify for income 
maintenance in the particular situation you 
are talking about, because many of them have 
undoubtably been on the work force for some 
time; and under the mobility program there 
is also the intention, as set out in the Prime 
Minister’s statement, to increase the levels 
under the Unemployment Insurance Act, 
which should help in the transition, anyhow, 
of some of these employees. 


Mr. Irvine: May I, Mr. Chairman, ask Mr. 
Munro to dilate on the income maintenance 
program without taking up too much of the 
time of the Committee? I am not too familiar 
with it. 


Mr. Munroe: Under the Adult Retraining 
Program a man who has been in the work 
force for three years and has dependents can 
receive up to $90.00 a month. Legislation was 
passed last year... 


The Chairman: Ninety dollars a month, or 
a week? 


Mr. Munro: A week; I am sorry. 


The Chairman: This relates to his taking a 
course of approved training. 


Mr. Munro: That is right; and I think many 
of the employees in a firm such as you have 
described would qualify for that type of 
assistance. 


Mr. Irvine: Thank you, Mr. Chairman. 


The Chairman: Mr. Lind? 


Mr. Lind: Is this a subsidiary of an Ameri- 
can company that Mr. Irvine is talking about? 


Mr. Irvine: Mr. Chairman, there is no rea- 
son why I should not answer that, because 
there are many in the area in which I am 
resident. 
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Yes, it is, and it is a very large firm. They 
have many, many plants throughout the coun- 
try. This is only one that I make reference to. 


The Chairman: It may be that as a result of 
the information disclosed in these hearings 
and of consultations with officials of the De- 
partment of Industry and the Department of 
Manpower they may modify their initial con- 
siderations. Let us hope that they do. 


Do any other members have questions of 
our witnesses? Mr. Gilbert? 


Mr. Gilbert: Mr. Campbell, am I right in 
saying that employees of companies that are 
affected by the Kennedy Round and do not 
qualify for assistance are then subjected to 
the ordinary notice with regard to lay-offs 
and must fall back on either retraining or 
additional unemployment benefits? 


Dr. Campbell: The benefits that the work- 
ers can receive are, of course, the same 
regardless of whether the company does or 
does not give notice. The situation is broadly 
as you have described it. Notice is available 
under this program either when the company 
receives a loan guarantee or a loan itself. 


Mr. Gilberi: With regard to the retraining 
program, are the ordinary rules that now 
apply to retraining going to apply to the con- 
tracts that you have entered into with the 
provinces? 


Dr. Campbell: The contracts remain the 
same. The schedules change from time to 
time. That is, the training schedules list the 
courses that we have, that the provinces are 
putting on, and those will be amended to take 
care of whatever may occur here. 


Mr. Gilbert: At the moment you have to be 
in the industrial business field for a period 
of—is it three years?—before you qualify for 
a retraining program? 


Dr. Campbell: No, no; in order to qualify 
for a retraining program you have to have 
been out of school for one year. The assump- 
tion is that retraining does not generally 
apply to people who have been out of school 
less then one year. 


To qualify for allowances you must have 
been out of school and in the labour force, 
that is, either working or looking for work, or 
working for yourself for a period of three 
years, or have dependents, and therefore 
need the money to support them. The allow- 
ances, I might say, are intended basically as 
an income replacement device to let people 
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take training who otherwise could not 
because they would lose their income. People 
who do not qualify for full allowances can, of 
course, continue to receive their unemploy- 
ment insurance benefits while they are in 
training. 
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Mr. Gilbert: Then am I right in saying, that 
in order to qualify under these contracts you 
have entered into with the provinces for 
retraining, the person must be in the labour 
force for a period of one year, and in order to 
get allowances he must be in the labour force 
for a period of three years. 


Mr. Campbeli: Not quite; they must have 
been out of school for one year, and that one 
year need not have been spent in the labour 
force, necessarily. It could, so to speak, have 
been spent basking in the sun in Florida, or 
keeping house, or something of that sort. 


On the allowance side, in order to receive 
an allowance you must either have depend- 
ents or have been working for three years, 
and therefore have worked yourself into a 
position where you become dependent on an 
income for your support. I should say, as I 
said earlier—and this describes it a bit—it is 
either ‘‘working”’ or looking for a job; some 
degree of attachment to the labour force, in 
this sense. 


Mr. Gilbert: To sum up, the same rules that 
apply at the present are going to apply to the 
contracts you have entered into with the pro- 
vincial authorities. 


_ Mr Campbell: That is correct. It is the 
application of the manpower programs that 
we have to the Kennedy Round situation. 


Mr. Gilbert: That is all. Thank you, Mr. 
Chairman. 


The Chairman: Are there any further ques- 
tions from the Committee? 


I just have one or two questions. I note the 
following in the Prime Minister’s statement: 


When a company reorganizes produc- 
tion and introduces new technology, the 
occupational training legislation provides 
for the whole cost of an in-plant training 
program so that workers who would oth- 
erwise be displaced can adapt to the new 
jobs. 
in this 


What exactly does cost mean 


context? 
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Mr. Campbell: Cost there, Mr. Chairman, 
means the cost of teachers, textbooks, materi- 
als, and things of that sort. 


The Chairman: So that it would not pro- 
vide any additional burden on a firm. 


Mr. Campbell: That is correct. It also pro- 
vides for the company to maintain the work- 
ers’ wages while they are in training, with 
reimbursement—it varies a bit—of all or 
most of those wages to the company from the 
federal government. 


The Chairman: Would these workers have 
had to have been out of school for one year, 
or in the labour force for three years? 


Mr. Campbell: They would have had to 
have been out of school for one year in order 
to qualify for the training, yes. 


The Chairman: In other words, if a firm, 
let us say in a month, is reorganizing its 
production and introducing new technology, 
your Department could provide the whole 
cost of the training program to retrain the 
workers who make use of the technology; but 
you would not be assisting a company with 
respect to the maintenance of wages of work- 
ers who had been in the labour force for less 
than three years? 


Mr. Campbell: That is correct, unless they 
had dependents. 


The Chairman: Unless they had depend- 
ents, so if the worker in these circumstances 
had been in the labour force for less than 
three years but had dependents, he would be 
in a position to continue to get his wages 
from the company with the company being 
reimbursed by the government, is that 
correct? 


Mr. Campbell: Yes, that is correct. I might 
add, just on that point, that we have quite a 
number of these contracts now in effect 
across the country, and firms historically 
have done quite a bit of training. Although, I 
think, not as much as any of us would have 
liked to see. But the firms who are interested 
in engaging with us in these training pro- 
grams are generally willing to take on a share 
of the responsibility themselves, and we 
encourage them to do so. 
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The Chairman: Yes; and another thing I 
think we should get clear is that it is not 
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three years with the firm, it is three years 
with the labour force. 


Mr. Campbell: That is correct. 


The Chairman: Where the worker has been 
hired only a month or two before the compa- 
ny begins reorganizing, this will not prevent 
him from taking advantage of this program. 


Mr. Campbell: Yes, that is absolutely right. 


The Chairman: Even if the worker has not 
been out of school for a year or in the labour 
force for three years, there is nothing to 
prevent the company from paying the wages 
without reimbursement from the federal gov- 
ernment so that the worker can continue to 
take the retraining. 


Mr. Campbell: That is correct, and that is, 
as I said, generally the case. 


The Chairman: Now, has your Depart- 
ment’s Manpower Consultative Service inten- 
sified or expanded its program of watching or 
keeping track of situations such as the one 
that Mr. Irvine has told us about? 


Mr. Campbell: Yes, that is being expanded 
and intensified, I should not say in prepara- 
tion for the Kennedy Round particularly, but 
as a general measure. 


The Chairman: If you learned of a situa- 
tion, such as the one Mr. Irvine described, 
through your own sources, do you take the 
initiative and go to the firm and to the union 
and say, let us sit down and work out some 
scheme of readjustment; or phasing-out, or 
phasing-in for that matter? 


Mr. Campbell: It is as often phasing-in as 
phasing-out. This can on occasion, as Mr. Ir- 
vine will appreciate, be a delicate matter 
because there is often confidentiality 
involved. The general way this comes to us, 
is, in fact, normally by contact either with 


the firm—the firm will frequently call up 


either the local centre or headquarters and 
explain that it has something like this com- 
ing, and ask what we can do to help about 
it—or it may come through other routes. The 
provincial government may contact us; the 
firm may have gotten in touch with them 
about some aspect of things. It is at that point 
that the Manpower Consultative Service 
begins to function; normally by making a 
preliminary contact of some sort with the 


firm to see whether the firm can be interested 


in this sort of an arrangement. 
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Mr. More (Regina City): Mr. Chairman, 
could I ask the witness what happens if the 
initiative comes from the union concerned? 


Mr. Campbell: Well, again, regardless real- 
ly of where the initial contact may come 
from, the officers of the Manpower Consulta- 
tive Service will explore the situation with 
the officers of the company involved in order 
to see whether something can usefully be 
done. I might add in that connection, the 
Manpower Consultative Service, by intention, 
deals with situations in collaboration with the 
company and the union or representatives of 
the workers, because it has been found that 
this is the most effective way really to plan 
for technological changes occurring within a 
firm. 


The Chairman: Now, just two final ques- 
tions on my part. Perhaps Mr. Munro would 
prefer to deal with this. Has the possibility 
been looked into of the federal government 
requiring notice from firms who may be hav- 
ing lay-offs or changing their production but 
are not requesting financial assistance from 
the federal government? Let me phrase it a 
different way. Have you sought advice as to 
whether the federal government has jurisdic- 
tion to require notice of firms who may be 
laying-off workers or shutting-down parts of 
their operation allegedly because of the Ken- 
nedy Round? 


Mr. Munro: My information, Mr. Chairman, 
is that except for those industries that fall 
under federal jurisdiction, we have no 
competence to do it. 


The Chairman: What you can insist on is 
the condition of making a loan under this 
program, 


Mr. Munro: That is right. 


The Chairman: Are you able to tell us 
whether this situation is any different in the 
United States where they have had an adjust- 
ment assistance program arising out of their 
legislation to implement tariff changes under 
the Kennedy Round? 


Mr. Munro: I am not aware but perhaps 
Mr. Campbell is. 


Mr. Campbell: I am afraid I cannot speak 
precisely to that either. My impression is that 
it is not, but I would want to check. 


The Chairman: Perhaps you can check with 
the Department and we can have this infor- 
mation later. 
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If we have no further questions for these 
witnesses we can excuse them and ask Mr. 
Wright to return so we can complete our 
questioning. Thank you, very much. 


When we adjourned last night I believe the 
next name on my list was Mr. Wahn. Before 
calling upon Mr. Wahn we should recall that 
Mr. Clermont asked the very interesting 
question whether or not firms which sought 
and obtained assistance under the Adjustment 
Assisistance Program... 


Mr. Clermont: Mr. Chairman, I would like 
to make a correction. The question was asked 
by our colleague, Mr. Comtois. 


The Chairman: Oh yes, I am sorry. This 
would appear obviously from the record, and 
I thank you for bringing it to my attention. 
The question was whether firms that obtained 
loans under the Special Adjustment Assist- 
ance Program would also be eligible for 
assistance under the Designated Area Pro- 
gram if they went into a designated area. 
Perhaps we should ask you to deal with that, 
Mr. Wright. 


Mr. Wright: Yes, Mr. Chairman. The ques- 
tion as it appears in the record reads as 
follows: 


If a company which is affected by the 
Kennedy Round negotiations were to 
decide to move its plant to a designated 
area, could this same firm also take 
advantage of the designated area subsi- 
dies as well as the loans? 


First of all, in order to attempt to clarify 
this matter I think I should just review very 
briefly how a firm qualifies for a grant under 
the Area Development Program. The relevant 
extract from the programs information in this 
respect is: 

Any person or firm establishing a new 
manufacturing or processing facility or 
undertaking a significant expansion of an 
existing facility in a designated area may 
be eligible for a Development Grant. An 
important condition is that 95 per cent of 
the machinery and equipment installed in 
the new or expanded facility must be 
new. An increase in employment is 
required to qualify for a grant on a facili- 
ty being expanded. 


Well, Mr. Chairman, in the light of that 
requirement I think it is clear in answer to 
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this question that if a firm were merely to 
move its plant into a designated area from a 


| non-designated area without 95 per cent of 


the plant as it was established in the desig- 
nated area being new, they would not qualify 
for a grant under the ADA program. Howev- 


| er, if a plant is set up within the framework 


of the ADA legislation and regulations and 
sufficient equity is available the plant will, of 
eourse, qualify for a grant under that 
program. 

Whether it will qualify also for a grant 
under the Adjustment Assistance Program as 


| now envisaged is a matter, sir, about which I 
| think probably it would be better for us to 


inform the Committee in writing after we 
have had a chance to explore it further 


| because, as I said yesterday, this program at 
| present is in the process of being evolved and 


there are still some questions which have to 
be resolved, and we have not specifically 


_ adjusted ourselves to this particular question 


at this time. 
The Chairman: Thank you, Mr. Wright. 


Mr. Wright: I might just say, though, sub- 
ject to looking into it further, as I indicated 
yesterday in my reply I think if a firm did 
qualify for a grant under the Area Develop- 
ment Program and it also qualified under the 
critera which will be established for the Ad- 
justment Assistance Program it could get a 
loan under the latter program. 
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The Chairman: Mr. Wahn? 


Mr. Wahn: Mr. Chairman, I think perhaps 
the questions I had in mind have been 
answered, but I might just double-check it. 
The Adjustment Assistance Program seems to 
contemplate various types of assistance where 
a firm has been damaged as the result of the 
Kennedy Round but proposes to carry on 
business. Am I right in thinking, Mr. Wright, 
that there is no compensation given under 
the program where a firm may have been 
damaged as a result of the Kennedy Round 
and the owners have just decided to go out of 
business entirely? 


Mr. Wright: That is correct, sir. The funda- 
mental emphasis in this program is to assist 
firms that are threatened with injury or 
suffer serious injury, or are going to take 
advantage of export opportunities to become 
competitive in the new conditions arising out 
of the Kennedy Round. 
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Mr. Wahn: That is all. 


The Chairman: Are there any further ques- 
tions? I want to ask just one or two questions. 
Are you able to tell us whether you have 
received any applications for assistance yet? 


Mr. Wright: I could answer that question in 
this way, Mr. Chairman: We have been talk- 
ing, of course, to the people within the De- 
partment of Industry who are in constant 
contact with firms, and they inform us that 
there are a number of prospects they feel 
confident will be interested in this program 
who will, in all likelihood, be putting forward 
applications when the program is set up. 


The Chairman: Does the Department con- 
template that there will be a large number of 
applications? 


Mr. Wright: I think it is a little too early 
at this point, Mr. Chairman, to try to put 
a number on it. The information we have 
so far indicates that there will be a substan- 
tial number them but I would not, as I say, 
like to try to guess at any particular figure at 
this point. 


The Chairman: If someone is interested in 
applying for this type of assistance, just what 
should they do at the present time? 


Mr. Wright: At the present time, sir, I 
think they could well get in touch with the 
Department of Industry and we could advise 
them of the present situation much along the 
same lines, sir, as we have advised the Com- 
mittee of the present situation. As you know, 
discussions are now proceeding with lenders 
and there are a number of details that have 
to be ironed out before the program actually 
is in effect. 


The Chairman: My final question is this: Is 
it contemplated that Canadian industry as a 
whole will be so substantially affected that 
large segments of it will be attempting to 
make us of this program? 


Mr. Wright: Could I perhaps divide the 
answer to that question into two parts? From 
all the information we have received so far, 
the adverse effects of the Kennedy Round 
—that is, the threat of injury or serious 
injury—are not at all substantial. Of course, 
we have listened with a great deal of interest 
to some of the information that has developed 
during these hearings, and naturally we 
would be very interested to participate in any 
discussions in which we may be asked to take 
part along the lines that have been raised 
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here. Otherwise, except for the very odd case 
as Mr. Sharp mentioned, and as is mentioned 
in the Prime Minister’s statement, from the 
information we have so far we expect that 
there will be a very limited number of cases 
that will be looking to the government for 
direct loans because of injury or threat of 
injury, and who cannot qualify for an insured 
loan. So much, then, Mr. Chairman, for the 
injury side of the program. 

On the export opportunity side of the pro- 
gram, as Mr. Winters I think indicated, the 
expectation and the hope is that there will be 
a good number of firms who will see increas- 
ing market opportunities for commercial 
exports in world markets as a result of the 
Kennedy Round tariff reductions, and if they 
cannot get the financing they require to take 
advantage of these opportunities through nor- 
mal commercial channels, we, of course, hope 
that they will want to take advantage of this 
program to put themselves in a position to 
penetrate world markets to a greater extent 
than they now are. 


The Chairman: Any further questions, gen- 
tlemen? Mr. Irvine, followed by Mr. Lambert. 


Mr. Irvine: I brought up this subject before 
and I was advised that this question should 
be levelled at Mr. Wright with regard to this 
manufacturing firm which has 500 employees, 
300 of whom will be affected by these tariff 
changes. I would like to ask the question of 
you, if I might, what type of relief or com- 
pensation would this manufacturing firm 
receive because of the great investment that 
they have and the great loss that they would 
incur? 
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Mr. Wright: I do not think I can answer 
that question, sir, in any other way, except to 
say that if they qualified under the eligibility 
criteria which were indicated in the Prime 
Minister’s statement and were sketched out a 
little more fully in the remarks that I made 
in opening yesterday—if they are eligible un- 
der the program—of course, they could obtain 
assistance with the approval of the Board. 
That is, financial assistance apart altogether 
from the arrangements that were spoken of 
on the labour side of this disputation. 


Under this program, at this time, there is 
no other assistance contemplated except that 
which has been outlined, namely, insured 
loans or direct government loans and techni- 
cal assistance for those people who are apply- 
ing for loans under the program, if it is 
required. 
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Mr. Irvine: In other words, they will not be 
applying for loans or assistance in that 
respect. So, on the other hand, there is actu- 
ally nothing in the cards for them at all? 


Mr. Wright: Not in this program. 


Mr. Irvine: Have you any other program in 
mind when you make that statement? 


Mr. Wrighi: I have no other program in 
mind, sir, except that it is quite conceivable 
and it has happened before that in special 
cases the government takes special measures. 
But, as far as the character and the parame- 
ters of this particular program goes they, of 
course, would only be able to get the assist- 
ance which is available under the program. 


Mr. More (Regina City): May I ask a sup- 
plementary question, Mr. Chairman? In other 
words, Mr. Wright, if a firm just throws up 
its hands and says we are going to close 
down, they will take whatever loss comes in 
selling their facilities and their investment 
return will depend on their own action? 


Mr. Wright: Yes. 


Mr. More (Regina City): Your program only 
assists if they are going to try to continue to 
operate, maybe, in a different field. 


Mr. Wright: This program is a program of 
viability. That is correct, sir. And, as has 
been said here frequently, so far we have not 
had information which would indicate that 
there are going to be very many people at all 
who are going to have to close their doors as 
a result of the Kennedy Round. 


Mr. Lind: I was wondering, Mr. Wright, 
what would happen to a firm which was 
ahead, probably, in 1967 and had utilized 
their labour force completely so that when 
they were running on a particular line of 
merchandise, they ran at full capacity or at 
overproduction in order to obtain the max- 
imum efficiency and probably they built up 
a large inventory. They have enjoyed the 
benefits of full employment or full-line pro- 
duction over a period of months and their 
warehouses are well filled with inventory, but 
due to the Kennedy Round of tariff cuts do 
we give them assistance or do we say that 
was a business risk? 


Mr. Wright: Let me see, sir, whether I 
have understood fully the question. Are we 
talking here of a firm that, throughout last 
year, was running at full production capacity 
and had built up an inventory? 
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Mr. Lind: That is right. 


Mr. Wright: In 1968, in this case, sir, what 
would be the effect of the Kennedy Round on 
their position? What is envisaged in this 
respect? 


Mr. Lind: Well, maybe they have enjoyed 
markets where they did not have the full 
impact of competition from people who can 
bring in merchandise at a lower value, or 
lower cost. 
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Mr. Wright: Thank you. I think I under- 
stand, now. This is a domestic situation 
where somebody is finding it difficult to com- 
pete in Canada in the post-Kennedy Round 
conditions because of a cut in the Canadian 
tariff. If he was threatened with injury or 
suffered serious injury and he came forward 
with a scheme that would make him competi- 
tive and viable and he could not get the 
financing elsewhere, I would think that he 
would be certainly the type of case which the 
Board would want to consider. 


Mr. Lind: Even if there was a_ seasonal 
factor involved in the case of this company? 
You must realize how some industries oper- 
ate. Their big sale of goods is probably in the 
summer months where our Canadian winters 


| have a factor involved in this. 


Mr. Wright: Yes. 


Mr. Lind: You would still give them 
assistance? 


Mr. Wright: No. I think in that particular 
type of circumstance, under the program, he 
would not be fundamentally restructuring his 
business in order to be competitive under the 
new trading conditions. This is just a question 
of seasonal fluctuations. I would not think 
that the Board would be as interested in look- 
ing at somebody who is faced with a seasonal 
problem as they would with somebody who is 


putting up a proposition to re-organize and 


re-equip in order to be viable under the new 
conditions. But, having said that, Mr. Chair- 
man, I think I should probably add that I do 
not think it is helpful for me to try to antici- 
pate in detail how the Board would consider 
particular cases because, after all, that is why 
the Board will be set up with outside mem- 
bers on it to judge these matters on their 
merits as they come forward. 


Mr. Lind: On this point, is this assistance 
designed primarily to help firms in entering 
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other fields, for instance, where they export 
outside the area of Canada, or is it to assist 
Canadian manufacturers in meeting the 
increased competition due to the lower tariff 
barriers? 


Mr. Wright: It is for both purposes, sir. 
From the information we have, we think that 
probably more use will be made of the pro- 
gram to take advantage of export opportuni- 
ties than to assist firms which are threatened 
with injury or are suffering injury. 


Mr. Lind: Do you anticipate many firms in 
Canada being injured internally, that is, in 
Canada, from these cuts? I am talking about 
sales to the Canadian market. 


Mr. Wright: Yes. I think I understand, sir. 
The answer to that is that from the informa- 
tion we have we do not. 


Mr. Lind: Then, primarily, this assistance 
will be in the way of a loan, such as industri- 
al acquisition loans or through IDB or one of 
those along a similar line... 


Mr. Wright: Yes. 


Mr. Lind: ...in order that they may tool up 
and machine up to produce a product that 
can enter foreign markets, shall we say? 


Mr. Wright: That is correct. In order to 
re-organize, re-equip and take such measures 
with respect to managerial practices—produc- 
tion scheduling, cost control, budgeting, plan- 
ning, market surveys—and the whole constel- 
lation of matters that will need to be looked 
into and arranged effectively in order for the 
firm to be competitive. 
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Mr. Lind: In other words, you are going 
ahead and doing a job of promotion for these 
firms so that they will be able to enter 
foreign markets and meet foreign com- 
petition. 


Mr. Wright: This assistance, sir, I think as 
the Prime Minister indicated in his statement, 
will be made to firms who apply for it. We do 
not look at this program as one of govern- 
ment intervention. The assistance is made 
available when it is otherwise lacking and the 
firms ask for it and they cannot get the 
financing elsewhere. Technical assistance will 
also be available to firms as required for the 
purpose of ensuring that their plans are on 
the best possible footing so they can be 
successful. 
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The information they may require and the 
assistance they may require from govern- 
ments with regard to penetration of foreign 
markets will, of course, to a large extent be 
available from the Department of Trade and 
Commerce with whom, of course, we antici- 
pate we will be cooperating very closely 
throughout this program. One of the senior 
officials, probably the Deputy Minister of the 
Department of Trade and Commerce, will, it 
is expected, be a member of the Adjustment 
Assistance Board for this program. In addi- 
tion, of course, if specialized knowledge is 
needed about external markets this can be 
obtained through the private sector. 


In the first instance I suppose some of the 
technical assistance which may be provided 
in framing the proposal will give a pretty 
clear indication of that. As part of its propos- 
al, the firm may have advised the Board that 
it wishes to pursue and develop further the 
market surveys which it has made and it 
would subsequently be possible, of course, for 
it to use some of the assistance obtained 
through the loans under the program for that 
purpose. 


Mr. Lind: I gather that your department is 
prepared to give technical assistance, sales 
know-how and information from trade com- 
missions to assist these firms in expanding 
their market. But then again, coming back to 
this loan, is this a long term loan? What I 
mean is can it be repayed over several years? 
It is not just a short-term loan that you have 
in mind? 


Mr. Wright: No, no, no, that is correct sir. 
The duration of the loan will, of course, 
depend upon the purpose of the loan. If some- 
body is buying some heavy equipment to 
reorganize their production facilities why that 
would involve, depending upon the life of the 
equipment and other factors, obviously a 
longer term loan than loans perhaps for other 
purposes. 


Mr. Lind: But, for instance, branching off 
to the forest industry, would this loan pro- 
vide for a seasonal factor such as we experi- 
ence in the forest industry in some places. 
You would not be taking that into considera- 
tion. You must see that they are endeavouring 
to take advantage of the Kennedy Round and 
export to the foreign market. Is this not 
right? 


Mr. Wright: On the export side or on the 
damaged or threatened injury side. One 
would expect a seasonal loan for somebody in 
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the forest- industry—I can appreciate your 
view on this sir—would normally be available 
to a firm from a bank or whatever other 
source of financing they are using as a matter 
of course, would it not? 


Mr. Lind: Well either a bank or I did not 
know whether the IDB was in that area. 
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Mr. Wrighi: The IDB is really a term lend- 
er I suppose. I think that seasonal loans 
would come in the area possibly of normal 
working capital loans which would be 
financed through normal commercial channels. 


The Chairman: Section 88 of the Bank Act, 
that sort of thing, an old friend of ours. I am 
sorry, are you finished Mr. Lind? 


Mr. More (Regina City): Just one supple- 
mentary, Mr. Wright, about the assistance in 
the technical fields available to firms who 
prove their case whether they have an 
insured loan or a direct loan. 


Mr. Wright: Yes, let me try to just expand 
on that for a second if I can. We anticipate 
that some firms will come forward with 
proposals that are formulated to the point 
where, with some consultation with the De- 
partment of Industry on the necessary proce- 
dure and so on to put them before the board, 
they can be processed and approved without 
any further steps being taken. However, in 
other cases it is anticipated that a firm which 
is interested in moving into a new area, a 
new product line, a new market, with which 
they have not had much past familiarity, in 
order to come up with a sound proposal 
which will be judged to be viable by the 
Board may want to have the services of out- 
side consultants in the private sector who are 
very familiar with the matters they are con- 
sidering. In this case the government, under 
this program, would share the costs of such 
services up to 50 per cent. In this respect, sir, 
in answer to your question the technical 
assistance would be tied to an application for 
a loan and the proposal would therefore go 
forward to the Board. But just because a firm 
has got technical assistance would not neces- 
sarily mean that the Board—the Board would 
still have to have the freedom to exercise its 
own judgment on that particular application. 
Two things I suppose could happen. The 
Board could still turn the application down if 
it was not considered sound even though out- 
side consultants had been involved in it. The 
second thing that might happen, and I think 
we would welcome this, would be that the 
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Board would say, well, this thing is in very 
good shape now; why do you not see whether 
you cannot negotiate this normally without 
resort to a government guarantee and get the 
thing in the normal event. Well, if they tried 
to do that and they still could not get it well 
then they could come back to the Board and 
they would then apply for a guarantee. 


Mr. More (Regina City): Mr. Wright, is it 
not conceivable that this may cause firms 
which are able to do their own financing to 
need technical assistance and is there no help 
for them? Is this not discriminatory? 


Mr. Wright: On this particular point we 
have set aside under the program a limited 
amount of money for technical assistance on a 
shared cost basis with a view, at least partial- 
ly, to ensuring that the loans which are gua- 
ranteed are made directly, are going to be 
sound commercially and will in fact be 
repaid. If a firm is in a position to do its own 
financing it presumably is also in a position to 
arrange that financing with the private lender 
in any manner it sees fit as long as it gets the 
loan. I think what we would be reluctant to 
see sir, would be firms that are in a sound 
commercial position simply coming into this 
program for the sole purpose of getting half 
of the management consultant fees paid for 
whatever they may be wanting to do and not 
really having any intention of taking advan- 
tage of the other features of the program. 
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Mr. Hees: Mr. Chairman, is a firm that is 
considered to be financially sound and not in 
need of a government guaranteed loan eligi- 
ble for government sharing of retraining costs 
in retraining their employees for certain new 
types of work that have to be undertaken? 


Mr. Wright: Yes. Well, sir, as I understand 
it, they would be fully eligible for those pro- 
grams that were described here earlier this 
morning. 


Mr. Hees: In other words, all companies 
are entitled to the shared costs... 


Mr. Wright: For manpower. 

Mr. Hees: For manpower. 

Mr. Wright: Whatever is available under 
the Manpower program. That will be availa- 


ble, yes, as I understand it. 


The Chairman: Mr. Gilbert? 
27251—23 


Finance, Trade and Economic Affairs 


343 


Mr. Gilbert: Mr. Wright, is there any dis- 
tinction, in qualifying for a loan, between a 
Canadian-owned company and a branch plant 
of an American-owned company? 


Mr. Wright: The answer to that, sir, as the 
program is now formed, is that it is intended 
to operate along the lines of the auto adjust- 
ment assistance program, and if a firm oper- 
ating in Canada is eligible under all the cri- 
teria of the program they will qualify for a 
loan. 


Mr. Gilbert: It matters not whether it is 
Canadian-owned or is a branch plant of an 
American-owned company? 


Mr. Wrighi: That is correct. But one has 
always got to remember, in this connection, 
that they cannot qualify for a loan under this 
program if they can get the financing else- 
where on reasonable terms and conditions. 


Mr. Gilbert: Do you know if the United 
States government gives the same type of 
treatment to branch plants of Canadian- 
owned companies in the United States? 


Mr. Wrighi: Under their Adjustment As- 
sistance Program, down there? So far, as you 
know, the Adjustment Assistance Program in 
the United States, which was put in place 
under the Trade Expansion Act of 1962, has 
not really become operative. The eligibility 
criteria under that program were really of 
such a restrictive nature that, to my knowl- 
edge, no assistance has been made available 
to this date under the program. Therefore, 
there is really no practical answer to that 
question. I cannot answer it except in that 
way. 


Mr. Lambert: Mr. Chairman, I have been 
interested in what is almost the corollary of 
the assertions made by Mr. Wright in this use 
of the word “sound” and of the reverse, “un- 
sound”, that if it is a sound firm that will have 
access to normal financing requirements the 
only firms that you will be dealing with will 
be unsound firms. I mean, from your choice 
of language I think one can draw that 
conclusion. 


Mr. Wright: We do not draw that conclu- 
sion. Let me try to answer that question. I 
can certainly understand why it arises. 

We think of this program being available to 
firms which may not have an established 
record of earnings, for example, which may 
not have the kind of security normally 
required for a commercial loan, or which may 
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be innovating to an extent that they find it 
difficult to get financing from ordinary com- 
mercial sources and have a proposal which 
may require a considerable amount of work 
to be done on it. For instance, if they have a 
proposal, without a record of earnings, with- 
out what was considered to be adequate 
security, they might be turned down. 
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If they brought this proposal around for 
consideration under the program a considera- 
ble amount of work would be done to put it 
in shape, in co-operation with the firm and 
with the assistance of outside consultants, if 
required. Then the guarantee provision would 
come into effect, which would, as I think Mr. 
Sharp said, represent extra security for that 
particular loan when it was under negotiation 
between the lender and the borrower after 
the board had indicated that the guarantee 
would be made available for that loan. 


Mr. Lamberti: Would you agree that any- 
body involved in financing with the IDB prior 
to this would be almost a prime candidate for 
your program? Certainly the IDB, if it is 
going to advance a dollar will take a blanket 
mortgage; it will almost take a mortgage on 
the gold teeth of the directors; and for long- 
term financing they have no other recourse 
but to come to you. May I ask how many 
disability badges you will require? 


Mr. Wright: You mean as proof of last 
resort? 


Mr. Lambert: Before you are able to enter- 
tain one how many letters of denial, or of 
rejection, or, as I call them, disability badges 
will you require? 


Mr. Wrighi: First of all, if a firm can get 
financing from any other source, including 
the IDB, they will not be eligible to get a 
guarantee under the program. 


As regards disability badges, the board will 
have to satisfy itself that the firm cannot get 
the financing elsewhere and exactly what 
procedure they will use. How onerous it will 
be considered by an applicant firm is difficult 
to say at this particular point, but, of course, 
the program must be operated in such a way 
that procedural difficulties will not vitiate its 
effectiveness. 


Mr. Lamberi: Surely to goodness the board 
would envisage reasonableness rather than an 
absolute burden. To use the language of a 
lawyer, there is a great difference between a 
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reasonable burden of proof, or reasonable 
probabilities, and being guilty without any 
reasonable doubt; in other words, that you 
have to show absolute proof that you are 
unable to get financing. 


Mr. Wright: May I say, sir, that I am very 
interested in your views, and I think that the 
Department is interested in hearing this 
expression of your view. 


The Chairman: Mr. Hees? 


Mr. Hees: My question was similar to Mr. 
Lambert’s. I am wondering how long it would 
take. How many banks, trust companies and 
insurance companies would have to be 
approached before the board would be con- 
vinced that the company could not get normal 
financing? I think it is a most important 
matter. 


Mr. Wright: I think it is a very important 
part of the program, sir. I can only repeat 
that we would hope that the procedural 
requirements would not inhibit the. effective- 
ness of this operation of the program. 


The Chairman: Mr. Gilbert? 


Mr. Gilbert: Mr. Wright, you said previous- 
ly that you have had discussions with banks. 
Did they include the IDB? 


Mr. Wrighi: The IDB, of course, is fully 
aware of this program. We have had an ini- 
tial meeting with the banks and are having 
continuing meetings with them on detail. 
There is one tomorrow. It is rather difficult to 
say at the moment how long it will take 
before the details are... 


Mr. Gilbert: And they include the IDB; is 
that right? 


Mr. Wright: The IDB, in fact, because of its 
relationship with the government, is, as I say, 
fully informed about the progress of the 
evolvement of the program; and they are 
kept informed in that way. For example, the 
first meetings were with the representatives 
of the chartered banks, and as the Prime 
Minister indicated in his statement these dis- 
cussions will, of course, be extended later to 
other lenders who may be interested. 


Mr. Gilbert: Mr. Wright, are the three 
areas of assistance to industries mutually 
exclusive? In other words, could a person get 
a government insured loan and _ technical 
assistance? 
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Mr. Wright: Yes; they are mutually exclu- 
sive in that one cannot get a direct loan and 
an insured loan at the same time; but one 
can get technical assistance either way. 


Mr. Gilbert: Yes. And when you refer to 
technical assistance you are really referring 
to consulting services. Is that right? 


Mr. Wright: That is right. 
Mr. Gilbert: Thank you very much. 


The Chairman: I presume this is in the 
area of production and technology. 


@ 1210 


Mr. Wright: Production, technology, man- 
agement, marketing—the whole range of fac- 
tors that go into increasing productivity and 
strengthening the company’s competitive posi- 
tion. 


The Chairman: With reference to subsidiar- 
ies of United States firms, if an application is 
made by such a subsidiary would one of the 
criteria which would be taken into account be 
the opportunity of this subsidiary to obtain 
financing or guarantees of financing from the 
parent company? 


Mr. Wright: Very definitely, I would think. 


The Chairman: So that in a sense, if this is 
taken into account, pressure on Canadian 
sources of financing for Canadian firms would 
not be increased? 


Mr. Wrighi: Yes. Because, as you point out, 
Mr. Chairman, one of the criteria of the pro- 
gram is that the particular firm cannot obtain 
financing on reasonable terms and conditions 
elsewhere. 


The Chairman: But if a U.S. subsidiary 
were not eligible, then there would be a risk 
to the economy in the sense of loss of jobs or 
the production for Canada which may exist? 


Mr. Wrighi: Certainly. With respect to its 
impact on the economy in the areas that you 
mention, I would think that that is very much 
the case. 


The Chairman: Mr. Lind. 


Mr. Lind: If an American subsidiary over 
the past years has been in the habit of 
returning their surplus to the U.S. parent 
company, at the present time would they be 
eligible for assistance under this scheme? 
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Mr. Wrighi: I do not think I am really in a 
position to go into that kind of detail at this 
particular point, sir, although I appreciate the 
relevance of your question. 


Mr. Lind: On page 321 of your statement 
you refer to direct loans, and at the bottom of 
the page you say, “adequate financing cannot 
be obtained from other sources on reasonable 
terms and conditions”. What is your criteria 
for “reasonable terms and conditions’? Do 
you set a maximum and minimum of 
interest? 


Mr. Wright: That is another excellent ques- 
tion, sir. I think that “reasonable terms and 
conditions” would be a matter on which the 
Board would have to exercise continuing 
judgment as the program developed in the 
light of the situation prevailing in the finan- 
cial markets, and more particularly in the 
light of the viability of any proposal that is 
put forward to the Board. If the potential 
applicant attempts to obtain financing from 
commercial sources and is offered financing at 
a rate of interest which is too high in the 
sense that the project could not stand it—it 
would not be viable at that rate of interest— 
and if he then comes before the Board and an 
analysis is done of this project which shows 
that it is sound and viable at a certain rate of 
interest, I presume that would be the rate of 
interest for which that particular borrower 
would negotiate. When he had assurance from 
the Board that he would be eligible for a 
guarantee, that is the rate of interest for 
which he would be negotiating when he went 
to the lender. 


Mr. Lind: Is there any control such as we 
put on CMHC at 2.25 per cent over the short 
term bonds available from the government? 
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Mr. Wrighi: Under this program, sir, it is 
the intention to have the borrower and the 
lender negotiate the terms and conditions of 
the loan subject to the competitive forces in 
the markets. For example, in the Globe and 
Mail on Monday there was quite a lot of 
material which indicated that in the banking 
system competition was intensifying consider- 
ably under the implementation of the revision 
of the Bank Act. There will be other lenders 
in this as well as the chartered banks. So 
rather than having the government as such 
attempt to dictate in detail what the exact 
rate of interest may be on any particular loan 
which is going to be negotiated under a guar= 
antee between a commercial borrower and a 
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commercial lender, as well as the duration of 
the loan and other conditions, it is intended 
under this program that these matters will be 
arranged by the commercial borrower and the 
commercial lender. This is subject, of course, 
to the extension of the guarantee by the 
Board, who presumably will have to be sat- 
isfied that the arrangements are viable before 
they extend the guarantee. 


Mr. Lind: How low do you intend to go on 
this? Are you going to deal with small indus- 
tries or only with large industries? 


Mr. Wright: I think, sir, we will be pre- 
pared to deal with any size of industry which 
qualifies under the program. 


Mr. More (Regina City): Could I ask a sup- 
plementary question? In one specific sphere 
of aid in this connection it says, ‘““where 20 or 
more employees are affected”. Do I take it 
that industry with 20 or more employees 
would be qualified, or is there going to be 
anyves: 


Mr. Wright: As I understood that particular 
provision it related to the advance notice 
requirement... 


Mr. More (Regina City): That is correct. 


_ Mr. Wright: ...of three months when 20 or 
more employees are laid off for two months. 


Mr. More (Regina City): That is right. 


Mr. Wright: As to the size of the industrial 
unit that can qualify under this program, if 
there is going to be a lower or upper limit 
placed on that size I imagine this would be 
for the determination. of the Board. 


Mr. More (Regina City): There is no deter- 
mination at this stage? 


Mr. Wright: At this particular stage there is 
no determination because it is up to the peo- 
ple who qualify under the program and 
whose operations will meet the objectives of 
the program, and they should be eligible on 
those grounds rather than on the grounds of 
size. Of course, it is expected that many of 
the larger firms will have a credit rating 
which will enable them to obtain their financ- 
ing from ordinary commercial sources rather 
than coming to a Board to get a government 
guarantee to obtain financing. 


The Chairman: Then I trust, as I think Mr. 
More has implied, that small businesses will 
have no lesser access to this program than the 
bigger firms. 
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Mr. Wright: Certainly not. I think it would 
probably be on the contrary, sir. 


Mr. More (Regina City): They will have 
equal access. Let us say that the small firms 
would be more apt to use it than the big ones. 


The Chairman: I take it, Mr. Wright, from 
our discussion that the purpose of this pro- 
gram is to assist firms to keep going if they 
can do so on a competitive basis rather than 
to compensate them if they just simply want 
to close down? 


Mr. Wright: That is correct, sir. 


The Chairman: The stimulus is for con- 
tinued operation and continued employment. 


Mr. Wright; That is right, and growth. 


The Chairman: So I trust that perhaps a 
firm such as the one Mr. Irvine has referred 
to may, with his encouragement, consider 
that it would be a matter of good corporate 
citizenship, even if they are an American 
subsidiary, to seek opportunities to keep in 
production. 


Mr. Gilbert: I wonder if the type of compa- 
ny that Mr. Irvine speaks of would be enti- 
tled to assistance from the U.S. government? 


The Chairman: I do not know if Mr. Wright 
can comment on that. 


Mr. Wright: I would be reaching for it a 
little bit, sir, but my recollection of the provi- 
sions for adjustment assistance under the 
Trade Expansion Act is that it would not 
include a subsidiary of the United States 
operating outside the territory of the United 
States, but we could check on that for you. 


Mr. Hees: I would think, if anything, they 
would be very much against it, in view of 
President Johnson’s recent announcement of 
financial difficulties. 


Mr. Wright: Yes, I think very much so. 


The Chairman: We appear to have conclud- 
ed our questioning of Mr. Wright and I think 
it has been most informative. 

Is it the wish of the Committee to now hear 
from Mr. Rod Grey on anti-dumping, or to 
ask him to come back at the beginning of our 
afternoon session? 


Mr. More (Regina City): I think we are 
close to adjournment time. 


The Chairman: Mr. Hees. 
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Mr. Hees: Before Mr. Wright leaves the 
table I would like to congratulate him on 
being an excellent witness. I do not think I 
have ever heard a better witness since I came 
to Parliament. He has been clear, concise, 
direct and he has not wobbled and that is 
something very, very pleasant to hear on Par- 
liament Hill. Congratulations to Mr. Wright. 


-_ The Chairman; I think this helps show the 
advantage of having a substantial part of 
Parliament’s work done in committees such as 
this where we have the advantage of having 
directly exchanges both with officials and 
members of the public who are concerned. 


Before we adjourn I think I should draw to 
the attention of the Committee a point raised 
by Mr. More about which he asked me pri- 
vately. Some members of the Committee have 
asked questions which are to be answered in 
writing directly to them. I think the Commit- 
tee will agree with me that if a question is 
asked at a hearing of the Committee, as a 
regular question and if the answer is made in 
writing, the member should make it available 
to the other Members of the Committee and it 
should be printed in our proceedings. 


Mr. Monteith: Could we not have them 
appended to the minutes? 


' The Chairman: That is what I meant, yes. 
Mr. Hees: I will bring mine in. 


The Chairman: For example, Mr. Hees, I 
believe, has received answers to some ques- 
tions and I am sure they would be of interest 
to the rest of us, as well. 


Mr. More (Regina City): Yes, I just want to 
raise one other point. There are still questions 
that were asked that have been unanswered. 
Mr. Schwarzmann undertook in regard to a 
question by Mr. Lambert on potash... 


The Chairman: That is right. 


Mr. More (Regina City): ...and those ques- 
tions should also be printed. 


The Chairman: That is right. I think it is 
very likely that a lot of questions directed to 
Mr. Schwarzmann will be answered by him 
orally in his appearance before us later this 
afternoon and as we continue our hearings he 
will be here with Dr. Annis. 


Mr. More (Regina City): I have one more 
question, Mr. Chairman, what about sittings? 
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I think it is rather late to leave it until 5 
o’clock to decide whether we will sit tomor- 
row or not. 


The Chairman: I thought that we had more 
or less agreed that we would not attempt to 
sit tomorrow, unless everybody has changed 
his mind. 


Mr. More (Regina City): No, no change. 


- The Chairman: But, it has occurred to me 
that we should deal with one other point 
before we adjourn. I gather that we are 
agreed we will resume our sittings at 10 
o’clock next Tuesday and I am going to pre- 
sent the motion we agreed on to let us sit 
when the House is sitting. 


Mr. Monteith: At 10 or 10.30 a.m., as we 
have been doing? 


The Chairman: Sorry, at 11 o’clock because 
of the other committees. Thank you for bring- 
ing that to my attention, We will meet at 11 
o’clock next Tuesday. 


Mr. Lind: Mr. Chairman, I asked some 
questions earlier on the tobacco industry. Will 
Mr. Grey be able to answer those? 


The Chairman: If the questions relate to 
anti-dumping, I think Mr. Grey would be in a 
position to attempt to deal with them. If they 
relate to the tariff concessions we are giving 
or concessions we are gaining elsewhere, I 
think Dr. Annis and Mr. Schwarzmann will 
be in a position to answer. 


Mr. Lind: When will Dr. Annis be here? 
The Chairman: Later this afternoon. 
Mr. Lind: Thank you. 


The Chairman: I have one other point. We 
have received a number of briefs, as you 
know. We will have to begin scheduling these 
people. There are two ways we could arrange 
to do this, I could convene a meeting of the 
Steering Committee to review the briefs, or if 
the Committee prefers, they could leave this 
to me to work this out in consultation with 
our Clerk. 


Mr. Monteith: You try to work it out and 
present a schedule to us. 


The Chairman: And with our Vice-Chair- 
man, I should add. 


Mr. Clermont: I hope these briefs are dis- 
tributed to the members well in advance, not 
the night before the sitting. 
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The Chairman: No; I will see that they are 
distributed in plenty of time. 


Mr. Clermont: Especially if we cannot get 
French and English copies. 


The Chairman: Your point is very well 
taken and I will be looking after that. I might 
say that it is my view, if it is practical, that 
we should attempt to have the relevant 
officials available when the briefs are present- 
ed. While we do not want to have a debate 
between the witness and the officials, we 
might be able to ask the officials, almost on 
the spot, what their reaction is to the brief. 
They may have answers to clarify some of 
the points raised in the brief. Does this seem 
practical to the Committee? 


An hon. Member: I agree. 


The Chairman: I am going to try to arrange 
our schedule in that way so we can have 
some answers with respect to the points 
raised in the brief, contemporaneously or 
almost conternporaneously, with the presen- 
tation of the brief. 

I think we should adjourn until 2.30 this 
afternoon. 


ee 
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The Chairman: Gentlemen, I think we are 
in a position to resume our meeting and our 
witnesses this afternoon will be Mr. R. Y. 
Grey, Assistant Deputy Minister of Finance, 
followed by Mr. Randolph Gherson of the 
Department of Trade and Commerce, Mr. 
Gherson is Chief of the United States Divi- 
sion. Mr. Grey will make a presentation to us 
on the anti-dumping code. 


Mr. Clermont: On a point of order; it looks 
as if at the end of the morning session when I 
suggested that the brief should be sent to us 
as soon as possible I gave the impression in 
some quarters that it might be the fault of 
the staff; this was far from my mind. I did 
not have this in mind at all, but as you are 
aware, sometimes the briefs are late in com- 
ing to our staff. May I take this opportunity 
to make a few corrections, Mr. Chairman. 


The Chairman: Yes, 


record. 


corrections in the 


Mr. Clermont: On page 314, at lines 38 and 
39, there seems to be a repetition there. “This 
gap as being 33 per cent or less”, and on line 
39 “and 33 per cent or more’. It should be 
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only ‘33 per cent or more’’, On line 43 instead 
of the words “gap is due to” I should have 
said ‘“‘the gap is responsible for.” 


The Chairman: I thank you very much, Mr. 
Clermont. Mr. Grey? 


Mr. R. Y. Grey (Assistant Deputy Minister, 
Department of Finance: Mr. Chairman, I 
take it that the purpose of there being a 
statement at this time on the anti-dumping 
convention is to help place the tariff conces- 
sions which are set out in the resolutions 
before your Committee, in the context of the 
whole range of the Kennedy Round Trade 
Agreements. 
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The Members of your Committee, under- 
stand, I am sure, from the remarks made by 
the Minister of Finance, that the legislation 
required for Canada to implement the obliga- 
tion assumed by signing this convention will 
be put before Parliament sometime before 
July the ist, the date provided for in the 
convention. No doubt at that time there will 
be scope for a detailed examination of the 
very many -changes in Canadian law and 
practice. 


One point I might make clear at the outset, 
Mr. Chairman, is that there is no technical or 
mechanical link between our tariff conces- 
sions and the anti-dumping convention. We 
did not ask for tariff concessions from other 
countries for the changes we were prepared 
to contemplate in our anti-dumping provi- 
sions. Nor did other countries ask tariff 
concessions from us for the changes they 
were prepared to accept in their procedures. 
The agreement on the application of anti- 
dumping duties is a separate agreement 
which stands by itself within the context of 
the Kennedy Round series of agreements. 

I just might begin, Mr. Chairman, by 
explaining a bit of the rationale of the 
negotiation and then comment on some of the 
features of the code as they relate to present 
Canadian practice and to indicate the broad 
lines of the changes that will be required in 
that. practice. 


The GATT has provided since 1947 that 
anti-dumping duties may be applied if dump- 
ing is causing or threatening material injury 
to an established industry or materially re- 
tarding the establishment of a new industry. 

Article 6 of the GATT, the article that 
deals with this subject, sets out but only in 
very broad terms what constitutes dumping. 
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It is silent on the very important matter of 
administrative procedures, and because of 
this, possibly, differences arose over the years 
in the procedures of different countries, and 
in the Kennedy Round the major trading 
countries arrived at the view that they should 
work out a new convention which would 
ensure some degree of uniformity in the use 
of anti-dumping. This has been achieved 
essentially by a set of procedural rules, with- 
in which all signatories are bound to operate. 

To understand the impact of the code on 
Canadian law and practice, it is possibly 
necessary to consider the anti-dumping provi- 
sions which we have now. Canada was the 
first country to establish legislation dealing 
specifically with dumping in 1904, and the 
present anti-dumping law, as set out in Sec- 
tion 6 of the Customs Tariff, is in essence the 
same law as put before the House of Com- 
mons. Protection against dumping under this 
law is given producers of all goods of a class 
or kind made in Canada. That is to say when 
an imported product ruled by the Department 
of National Revenue to be of a class or kind 
made in Canada is invoiced at less than the 
comparable selling price for that product by 
that exporter in the country of export, a 
dumping duty may be levied equal to the 
difference between the invoice price and the 
fair market value up to a maximum of 50 per 
cent ad vaiorem, and this is the so-called 
automatic anti-dumping system. 

To obtain a ruling that their product is of a 
class or kind made in Canada, Canadian firms 
must produce an amount equal to at least 10 
per cent of domestic consumption of that 
product. It follows that no protection is given 
under present Canadian law. 


Mr. Hees: Is that Canadian producers gen- 
erally or any Canadian producer? 


Mr. Grey: Canadian producers generally. 
No protection is given under present Canadi- 
an laws to producers who produce less than 
this, or are just beginning production of an 
article which is perhaps consumed in substan- 
tial volume in Canada. Thus, to use the 
GATT language if dumping is preventing an 
industry from being established no action is 
possible under Canadian anti-dumping law, 
although this is clearly allowed for under the 
GATT and it of course carried forward into 
the new code. 
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An additional problem of all anti-dumping 
laws and certainly of the present Canadian 
law, is the problem of dumping between 
related firms, that is when the exporter and 
the importer are in some way related. This is 
what has been called hidden dumping or 
what the French call “occult”? dumping. It is 
obviously difficult to identify because it 
requires going behind a transaction between 
firms that are related. It has often been 
represented to us that present Canadian law 
is not as vigorous in protecting Canadian pro- 
ducers against such dumping as is the law of, 
say, the United States. 


Another important point is that our anti- 
dumping legislation does not’ explicitly 
require a formal inquiry or determination 
that injury has occurred to a domestic pro- 
ducer because of dumping. Rather, our law 
involves a set of general rules of law which 
are applied to each import transaction, and it 
is this lack. of a mechanism for a formal 
inquiry into injury which has given rise to a 
number of complaints from our trading part- 
ners, particularly from the United Kingdom, 
during the past few years. 

Now, during the earlier preparatory period. 
of the Kennedy Round, there was a good deal 
of discussion whether the time had arrived to 
try to bring some order into the differing 
procedures of different countries and to deal 
with this particular problem as far as Canada 
was concerned. There was discussion in the 
preparatory meetings of the Kennedy Round, 
there was discussion in Paris in the Organiza- 
tion for Economic Co-operation and Develop- 
ment and finally, after a series of meetings, it. 
was decided that there was some real possi- 
bility of negotiation a convention which 
would bring order into this increasingly an- 
archic field. 

The Canadian government decided it would 
be appropriate for Canadian representatives 
to participate rather actively because without. 
their participation there was some danger of 
a code developing which did not reflect 
Canadian views, Canadian needs, the realities 
of the Canadian economy, and if that hap- 
pened obviously we would be under some 
pressure from some of our trading partners 
none the less to adhere to it. 

Now, in the light of those comments I 
would like to repeat a point that has been’ 
made by Mr. Sharp, the fact that we had two 
particular objectives in these negotiations and. 


350 


we believe that a close examination of the 
code and, we hope, an examination of the 
proposed legislation in due course will make 
it clear that we did achieve these objectives. 


First, we wanted an assurance that our 
exports would not be exposed to the arbitrary 
use, or threat of use, of any dumping duties 
in other countries, and we did make positive 
gains in terms of protecting Canadian exports 
against unwarranted use of anti-dumping 
duties or the threat of their use in a number 
of other countries, the most obvious is the 
United States. 


The second objective was that we had to be 
sure that under any new set of rules the 
Canadian government would have the clearly 
recognized right to apply any dumping duties 
quickly and effectively when dumping threat- 
ened Canadian industry, and exporters to 
Canada would not be allowed to dump with- 
out running the risk of incurring dumping 
duties in respect of the period during which 
the question of injury was being looked into. 

Mr. Sharp has stated on a number of occa- 
sions that the government authorized the sig- 
nature of this convention because it conclud- 
ed, looking at this very complex instrument, 
that we had achieved those objectives. 

Let me go on, Mr. Chairman, to comment 
on some of what are obviously the changes in 
Canadian practice that are required by the 
code, and I do appreciate that I am really 
looking ahead to the shape of what presuma- 
bly will be legislation, but these do develop 
rather logically from an examination of the 
code. 

As I have said before, our present law 
involves the application of a very complex set 
of general rules of law to each particular 
import transaction. Now, the code really 
reflects, an agreement by the leading trading 
nations that while rules of law of general 
application can be formulated regarding the 
definition and the measure of dumping, the 
question of injury is more a matter for 
individual judgment in each particular case. 
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The code does, of course, set out some very 
broad criteria which governments are sup- 
posed to take into account in the evaluation 
of injury from dumping, but it remains that 
whether or not there is injury, whether such 
injury is material injury in the sense of the 
code, will remain essentially a matter to be 
decided by what one might call administra- 
tive judgment or the exercise of common 
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sense applied to each case before whatever 
body deals with this and that, I think, is the 
most important change in the structure of the 
Canadian system which the code implies. 

There are a number of other important 
changes. As I have mentioned before, under 
the present law a producer must obtain a 
made in Canada ruling to qualify for protec- 
tion against dumping. Under the code it is 
possible to provide this protection when an 
industry is just starting out which may, in 
fact, be when it most needs protection against 
dumping, and it would not be surprising if, in 
modernizing out anti-dumping law, we 
addressed ourselves to this particular issue. 

Another area where an important change is 
required in our existing law concerns goods 
which are not dumped but which are causing 
injury to Canadian producers, and this is a 
case which gave rise to some questions to the 
Minister of Finance when he appeared before 
your Committee. This is frequently the case, 
as the Minister said, with regard to agricul- 
tural and horticultural products. 

Now, under present Canadian law, action 
may be taken to meet this sort of difficulty by 
establishing an arbitrary valuation for cus- 
toms purposes under certain provisions of the 
Customs Act. Those are 40A(7)(b) and 
40A(7)(c). 


Now, the real impact of such an arbitrary 
valuation is the assessment of dumping duties 
on the difference between the arbitrary value 
so established under this provision and the 
actual selling price. Of course, there is also 
the levying of the normal rate of duty, if 
there is an ad valorem duty, on the arbitrary 
higher value. 

When the code comes into operation it will 
not be possible to use anti-dumping duties in 
this fashion. It is not appropriate under the 
code to use an anti-dumping duty to prevent 
injury caused by goods that are not being 
dumped and thus it will be necessary to seek 
legislation providing for some alternative but 
presumably equally effective device. The 
GATT, of course provides that countries may 
take such action under the provisions of Arti- 
cle 19, the so-called escape clause. 

It will be appreciated I am sure, Mr. Chair- 
man, that the operation of these present sec- 
tions is nothing more in fiscal terms than the 
imposition of a special emergency tax on 
these non-dumped but injurious imports 
which suggest this sort of legislative propos- 
als that we are bound to examine. 


January 18, 1968 


_ To go on to a further point, under our 
present law and, indeed, under any anti- 
dumping system, there are very difficult 
problems of law and problems of evidence of 
determining what is the actual price, as dis- 
tinct from the stated invoice price, of goods 
that are shipped to Canada. This is the prob- 
lem that I have called the problem of hidden 
dumping, and which is recognized inter- 
nationally. 

Now, given the very large proportion of 
Canadian imports that are handled through 
firms related to the exporters, obviously the 
provisions of the code which deal with the 
question of the reliability of the invoice 
price—in the code it is called the export price 
—are very important provisions, and they 
are drafted in very broad language. They are 
broad enough that they would enable any 
government to legislate to deal with this 
issue. That is not to say that the difficult 
problems of evidence often related to transac- 
tions that have taken place outside Canada 
will not remain. 

I would like to draw attention to two other 
points which are perhaps more relevant to 
assessing the impact of these changes in law. 
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Under the code a national government, 
called the national authorities in this docu- 
ment, can on their own initiate an anti-dump- 
ing investigation without having received a 
complaint from or on behalf of the domestic 
industry or the domestic producers. Thus it is 
open to the administrative authorities to care- 
fully review the documentation on imports 
and invoice prices as a matter of routine in 
relation to any category of imports, and if 
this power is exercised it should enable any 
government to detect cases of suspected 
dumping fairly quickly. This is aside from the 
difficulty of producing evidence about what 
the actual export price is, which I do not 
wish to minimize. 

The second point is the question of publici- 
ty with respect to anti-dumping investiga- 
tions. At the present time in Canada anti- 
dumping investigations and decisions levying 
an anti-dumping duty have not been made 
public. They have really been regarded as 
matters of tax liability as between the 
importer and the Crown, and they are private 
in the same sense, relatively speaking, as 
questions of income tax liability. However, 
the code makes it mandatory that anti-dump- 
ing decisions be made public unless there are 
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Special reasons against doing so. Under the 
code it is open for national authorities to 
make public the fact that an investigation is 
being launched into whether or not certain 
products from certain sources are being 
dumped. The implications of being cited in 
such public notices may have a considerably 
deterring effect on would-be dumpers into the 
Canadian market. 


Mr. Chairman, I hope that will serve as an 
introduction to the question of what the 
implications of the proposed code are for 
Canada. I will do my best, with the assistance 
of my colleagues from the Department of 
Trade and Commerce, to answer any ques- 
tions. We are bound to be under some inhibi- 
tions because the proposed legislation is not 
yet available and I am not able to say with 
any degree of certainty just how the Minis- 
ters will propose to Parliament that they deal 
with the particular technical problems which 
obviously arise from the code. Thank you, 
Mr. Chairman. 


The Chairman: Thank you, Mr. Grey. I am 
sure the Committee understands the difficul- 
ties you are labouring under with respect to 
commenting in detail upon the work and pro- 
gress. I will bear that in mind when I rule on 
whether or not questions are acceptable. I see 
that Mr. Macdonald, Mr. More and Mr. Can- 
tin wish to ask questions. I recognize Mr. 
Macdonald. 


Mr. Macdonald (Rosedale): Mr. Grey, you 
mentioned the other day that Article 6 of the 
GATT was the basic obligation, and this is 
just an elaboration of Article 6. Have coun- 
tervailing duties not been a problem in this 
respect? I take it they are not dealt with by 
the code. 


Mr. Grey: Mr. Chairman, countervailing 
duties are also treated in Article 6 of the 
GATT. A number of countries are of the 
view, and have expressed it in Geneva, that 
there should be a similar convention on these 
countervailing duties. However, there is the 
difficulty that certain major trading countries 
would require quite drastic legislative 
changes. It was also clear, considering the 
limitations of time, that it could not be done 
within the time framework of the Kennedy 
Round. However, there are quite a number of 
major trading countries that believe that this 
should be amongst the next subjects to be 
dealt with. If this convention works effective- 
ly we should then address ourselves to this 
countervailing duty problem. 
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Mr. Macdonald (Rosedale): I do not know if 
you are at liberty to answer this, but could 
you tell me what consultations you have had 
with customs brokers and with the importing 
community at large—I suppose even with the 
Canadian manufacturing community—about 
the code and its possible implications for 
Canadian law. 


Mr. Grey: Mr. Macdonald, the fact that 
there might be negotiations about non-tariff 
barriers, speaking generally, was brought to 
the attention of all interested parties in the 
notification which was put out by the govern- 
ment when they established the Committee 
which was chaired by Mr. Norman Robertson 
of the Canadian Tariffs and Trade Committee. 
Indeed, a number of business groups and a 
particular firms made representations about 
the Canadian anti-dumping law. Some 
thought it ought to be modified and some 
thought it ought not to be modified. However, 
when the possibility of this negotiation really 
seemed to begin to materialize The Minister 
of Finance instructed us to consult with any 
knowledgeable people or experts we were 
aware of in the business community. 
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So, there were a series of consultations. 
These were not opportunities for business 
groups to make representations but were 
really an opportunity, on the initiative of the 
government, for individuals that we were 
lucky enough to identify to give us the benefit 
of their advice. It may well be that we over- 
looked some people but it has been asserted 
to me that there was more consultation about 
this particular negotiation than about any 
other aspect of any negotiation in which we 
have ever taken part. There were a series of 
meetings in Ottawa, at which as many as 35 
business people attended, on the basis of 
complete confidence and at which they looked 
at the code provisions, as they were then in 
existence, and they gave us the benefit of 
their views. Many of these ideas we were 
able to use in subsequent stages of negotia- 
tion, and JI think this reference I am mak- 
ing is the only reference that has been made 
by anybody to the fact that these highly 
confidential discussions took place. There was 
complete confidence on the side of the busi- 
ness community and there has never been 
any public reference to them. 


Mr. Macdonald (Rosedale): Have there been 
any discussions or consultations since the con- 
clusion of the code, or was the subject fairly 
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adequately covered when the negotiations 
were under way? 


Mr. Grey: There have been two types of 
consultation, Mr. Macdonald. Mr. Sharp 
referred to the fact that a committee had 
been established which was chaired by Mr. 
Glass, who was the first vice-chairman of the 
Tariff Board, which called for briefs and 
heard these systematically on a confidential 
basis. 


Mr. Macdonald (Rosedale): This is a post- 
Kennedy Round, I gather? 


Mr. Grey: This was after the negotiation of 
the code. Before those hearings were opened 
officials of the various departments concerned 
gave a series of confidential briefings. They 
were organized for business people in three 
different Canadian cities so that they would 
have some additional information as to the 
implications of some of the fine print in the 
code. One of those hearings was in Vancouv- 
er, one was in Ottawa and one was in Toron- 
to. In one case they were attended by as few 
as 30 and in another case by about 120 busi- 
ness executives. 


Mr. Macdonald (Rosedale): Thank you, Mr. 
Chairman. 


Mr. Hees: Mr. Chairman, I wonder if Mr. 
Grey could give us a rough idea of the 
volume of complaints made against Canadians 
for dumping in other countries and the 
volume of complaints—this is just to give us 
an idea of the size of this—made against 
foreign exporters for dumping in Canada in a 
year? Have you any idea of the number of 
cases in a year? Could you in very round 
figures give us an idea of the volume of this 
sort of thing? 


Mr. Grey: As to the number of complaints 
of foreign exporters dumping in Canada, the 
Department of National Revenue kept a 
checklist of the number of complaints during 
the two-month period when we were prepar- 
ing for these negotiations, and, as I recall it 
there were some 83 complaints received by 
the Department, of which approximately half 
were found to be reasonably well founded. I 
do not think we have any comparable statis- 
tics with respect to complaints about Canadi- 
ans dumping, although there have been a 
number of cases—and this is a matter of pub- 
lic record—in the United States where com- 
plaints have been registered with the Treas- 
ury about dumping by Canadian exporters. — 
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The Chairman: Mr. More, I think your 
name is next on the list. Perhaps you would 
like to yield to Mr. Hees for a further supple- 
mentary question. 


Mr. Hees: I just have one further question. 
Just to give us an idea of the time involved 
in that two-months’ period referring to those 
40-odd cases that were found to be valid and 
the 40 other cases that were invalid, how long 
did it take to make those determinations? I 
am wondering how long a period of examina- 
tion this required. Were those done pretty 
well day-by-day? Could they keep up with 
them? The reason I ask this is that I know 
that Canadians exporting into other countries, 
and particularly in the United States market, 
have told me that often a complaint is placed 
against Canadian goods, which are style 
goods, entering the United States market just 
before the style season begins, perhaps it is 
the spring or the fall clothing season. By the 
time the matter is disposed of, the season is 
gone and the goods are worthless. Therefore, 
this rather encourages Americans, who feel 
that this competition might be serious for 
them, to lodge a complaint and simply and 
effectively block off competition for that sell- 
ing season. I am just wondering how fair we 
are to other people trying to bring goods into 
this country. I am wondering also, how long 
the goods of those 40 against whom the com- 
plaints were not valid, were held up. Do you 
have any idea? 
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Mr. Grey: Mr. Hees, we did in fact have a 
table prepared which showed how long it 
took to dispose of these cases, one way or 
another, but I do not have it available. If I 
may, I would like to comment on the question 
of exports to the United States. You are quite 
correct in saying there have been complaints 
about the technique which is alleged to have 
been used by the United States’ producers in 
getting a complaint before the Treasury 
which makes these goods subject to further 
appraisement and since that imposes a contin- 
gent liability, it is an effective barrier to 
trade. 


We were able to negotiate very sharp limi- 
tations on the ability of any country to use 
that technique. I think that is one of the two 
or three major gains that was made in the 
United States market in relation to Canadian 
exports. It is not possible under the code to 
take such action for longer than 90 days and 
not before the beginning of the inquiry into 
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injury. Therefore, it will not be possible, once 
the code has been implemented, for the Cus- 
toms Bureau in the United States to hold 
Canadian exports subject to further appraisal 
for long periods. There have been frequent 
cases of this period lasting as long as six 
months and a few cases where it was over a 
year. There is a limitation of three months in 
the code and it is related to all the other 
procedures, so that that risk to Canadian 
exporters has been sharply limited. 


The Chairman: Mr. More? 


Mr. More (Regina City): Mr. Grey, in your 
opinion, when the code becomes operative, 
will it strengthen your hand in dealing with 
anti-dumping as opposed to the present? In 
other words, is it going to be moderated and 
lessened in keeping with the same situation in 
other countries on Canadian exports? 


Mr. Grey: Mr. Chairman, I think, formally 
speaking, that is a question that might more 
properly be directed to the Minister. How- 
ever, I do not mind making a comment on it. 


The Chairman: The way in which Mr. More 
phrased it, I think... 


Mr. More (Regina City): It is a matter of 
administrative techniques that might develop, 
that I had in mind, not policy. 


The Chairman: I think you called upon Mr. 
Grey to give his personal opinion. Perhaps it 
is just a matter of semantics, but if Mr. Grey 
would like to answer with respect to his 
views on the effect of the administration of 
the legislation arising out of the proposed 
code in comparison with the present existing 
legislation, we could hear him. 


Mr. Grey: Mr. Chairman, I think it is 
broadly accepted that the manner in which 
customs laws, including anti-dumping laws, 
are administered is a good deal of the whole 
thing. The present law could be administered 
with great vigour, or it could be administered 
very slackly and that would really determine 
what the effect would be. The same is true of 
any law that may be enacted to apply to the 
code. I do not think that the code inhibits 
Canada from having an effective anti-dump- 
ing duty where we are being injured or 
threatened by dumping. In one particular 
respect, which I had attempted to identify, 
the code clearly envisages that we can apply 
it when dumping is stopping an industry 
being established. 
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You will appreciate that industry in the 
code does not mean a group of corporations; 
it means a production of a particular article. 
That is an important provision for Canada 
whose industry is not fully diversified; it is 
an irrelevant provision as far as the United 
States and other countries are concerned who 
have a fully diversified manufacturing indus- 
try. This was always possible under the 
GATT, but perhaps there had never been an 
appropriate occasion before for Canada to 
modernize its law. In that sense, the present 
Canadian law was not as protective as the 
GATT envisaged and as is carried forward in 
the code. 
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Mr. More (Regina City): I am not going to 
interpolate your remarks. What you said 
means that we are not vigorous in following 
anti-dumping. The question was raised in my 
mind because of the article in the Globe and 
Mail on behalf of heavy electrical firms and 
in the article Mr. Newell and Mr. Squires 
were quoted as saying that there is a strong 
suspicion that equipment being sold here is 
being sold at dumping prices and it is difficult 
for them to make out a case. Do they have to 
make a case, or does your Department, on its 
own, undertake to investigate cases of this 
kind? 


Mr. Grey: There are a couple of points 
there, Mr. Chairman. First of all, I am from 
the Department of Finance and it is the De- 
partment of National Revenue that adminis- 
ters the present anti-dumping law. What 
agency or group of agencies is charged with 
the administration of the new law, is a matter 
to be decided. 

The difficulty that faces this particular 
industry arises from the fact that the prices 
for many transactions are set, possibly, three 
years ahead of the delivery of the actual 
goods. They may be heavy generators or 
heavy transformers that take a long time to 
manufacture. The law is written, now, in 
terms of the price at the time the goods are 
shipped, so it is, therefore, not possible to 
make a determination if goods are dumped or 
not dumped until the actual time of shipment. 
But this industry—indeed it has argued to 
us—would be of the view that the injury 
occurs when they lose the contract, which 
they may feel is a contract at a dumped price. 
However, the law at the moment—the 
administrative authorities—cannot examine it 
in terms of the present price; they must look 
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at it at the time when the goods are shipped. 
The law is really quite explicit on this point. 


Mr. More (Regina City): Would these large 
items not be subject to tender, in most cases, 
with the Canadian firm having the opportuni- 
ty to tender at the same time as the others? 
This would be the circumstance. 


Mr. Grey: That is right, but there is noth- 
ing in the code which would prohibit the 
national authorities from considering whether 
the supply of goods on such a tender basis, at 
the time the tender is accepted, would consti- 
tute dumping if the goods were imported and 
is causing injury because of the acceptance of 
that tender at that time. That is quite a sub- 
stantial difference from the present law. 


Mr. More (Regina City): Mr. Squires says 
that the new anti-dumping laws—and I sup- 
pose this is referring to the new code that is 
being worked out—may work against indus- 
try in Canada and he said: 


we think it’s going to be tougher to pro- 
vide a decent dumping case. 


What are your views on. this? 


Mr. Grey: Mr. Chairman, my views could 
only be personal views and they are not 
worth very much in this context. I do not 
think that is the case. 


Mr. More (Regina City): I do not want, 
necessarily, a personal view. I wondered if, 
within the Department, you had a consensus 
in regard to that. 


Mr. Grey: Quite clearly the Minister of Fi- 
nance has a view and he has stated this quite 
clearly. I do think, Mr. Chairman, that it is 
much easier for Members of your Committee 
to form a view in this at the time they are 
able to see the draft legislation. The problem 
you have identified, sir, has been put before 
Mr. Glass’ committee in very vigorous terms 
and I do not think that committee is ignoring 
at. 


The Chairman: What you are saying in 
effect is that we know what the existing 
Canadian law is; we know what the interna- 
tional code is, but at the moment it is obvi- 
ously premature to come to conclusions as to 
the exact terms of the legislation to imple- 
ment the code even though we can see some 
trends because of what the code itself says. 


The next name I have on my list is Mr. 
Cantin. 
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| me. 


Mr. Irvine: Mr. Chairman, I have a supple- 


mentary to Mr. More’s question. May I have 
| permission? 


I have a copy here of a speech that was 


| delivered by the president of the company 
| that was mentioned here by Mr. More. He 
| refers in this speech to power generation and 
' transmission equipment. I will quote one por- 
i) tion of it: 
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The Kennedy Round, and of greater 
importance the changed Anti-dumping 
regulations, may lead within two or three 
years to the total disappearance of a 
large part of Canada’s manufacturing 
capability for this equipment. Once gone 
it will be a long and difficult task to 
re-build the disbanded design and manu- 
facturing teams. 


This is very important, because this is a big 


_ industry. This runs into many, many millions 
_ of dollars annually. It would be a shame to 
| lose it. 


Thank you very much for giving way to 


[Translation] 
Mr. Cantin: My question relates to the one 


just put by Mr. More. The complaints which I 


have received from the textile and footwear 
industries are related to the inefficiency of the 
present act, and it is due to the fact that 
there is not enough personnel to apply the 
law. Could you tell me what specialized per- 
sonnel there are now to apply the law? 


[English] 
The Chairman: Could Mr. Grey or his col- 
league answer this question? 


Mr. Randolph Gherson (Head, U.S. division, 
Department of Commerce): Yes, sir. 


[English] 

Mr. Grey: Mr. Chairman, perhaps the most 
important thing to point out is that in these 
two industries there are few cases of dump- 
ing, but many complaints that imports into 
‘Canada are at unduly low prices. Many pro- 
ducers use the term “dumping” when they 
mean that the prices are uncomfortably low. 
But “dumping” is defined in Canadian law 
and under the code in very precise terms. 
These are, by and large, problems that we 
have called, administratively, low cost 
imports—that are not problems of dumping, 
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but where there are real problems of compe- 
tition that require more adjustment than one 
can reasonably expect business to adapt to. 


There is a group in Ottawa that deals 
specifically with these problems and reports 
to the Minister of Finance through an inter- 
departmental committee on which National 
Revenue, Trade and Commerce, Finance and 
External Affairs are represented. The staffing 
is in the Department of Finance, and the 
Cabinet has delegated authority to the Minis- 
ter of Finance to deal with this. These have 
tended in recent years to be a separate prob- 
lem and we have developed a group of spe- 
cialized people, particularly in the case of 
textiles, who have acquired some expertise on 
this industry. 


Mr. Cantin: Yes; but I have been told that 
this group that you mention is composed of 
about three men. Is that right?.. 


Mr. Grey: Mr. Cantin, you have me in an 
awkward position. I am chairman of the com- 
mittee that directs their work and these 
individuals also report to me. I am bound to 
say that I think, despite the fact that they are 
few, that they are able. 


Mr. Cantin: Can we expect the new law to 
be more effective than the one we now have? 


Mr. Grey: I have no hesitation in remind- 
ing you that the. Minister of Finance thinks 
so; and, for what it is worth, I also think so; 
but that is a judgment which you, sir, can 
make for yourself when the legislation is 
available. I am not able to say when that will 
be, but it will be easier to make a judgment 
when you see the very detailed provisions 
that will be necessary. 


Mr. Cantin: Yes. But are you of the opinion 
that the fact that GATT has accepted this 
new code will help countries to apply their 
own law? 


The Chairman: Perhaps I should intervene 
here as I did previously. I do not know that it 
is appropriate to ask Mr. Grey for his person- 
al opinion in this matter. If there is an official 
view on the domestic effects of the code—and 
by “domestic” I mean with respect to particu- 
lar countries—perhaps he can attempt to 
state it. 
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Mr. Grey: Mr. Chairman, I think we felt 
that in the negotiation there were two pur- 
poses, and it was difficult to make a judgment 
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between these two purposes on each particu- 
lar question in the negotiations. One was to 
be sure that other countries, when dealing 
with Canadian imports that might be dumped 
—and Canadian exporters do dump—did 
not use the anti-dumping duty unless we 
were in fact injuring foreign producers. We 
did not ask for more than that, but, at the 
same time, we wanted to be quite sure that 
we could deal with the case of injury in Can- 
ada, and we had to make a judgment on every 
item in the code. 


In recommending to the Minister that we 
had made aé satisfactory arrangement, we 
thought that, on balance, we had protected 
Canadian exports against. arbitrary anti- 
dumping duties abroad when we were not in 
fact injuring anyone by dumping. At the 
Same time, we were ensuring protection 
against injurious dumping in Canada. 

The answer to the latter question I have no 
doubt about. in my own mind, but I think you 
will get a more satisfactory answer by exam- 
ining the legislation when it is available. 


Mr. Cantin: The evidence of injury will be 
more easy to see than at the present time? 


Mr. Grey: At the present time there is no 
formal inquiry into evidence of injury; there 
is rather the application of a set of general 
rules of law. 


_ A substantial inquiry has to be conducted 
by officers of the Department of National 
Revenue into the question of whether or not 
goods are of a class or kind made in Canada, 
and in conducting that inquiry they will have 
to be guided by the decisions of the Tariff 
Board, the Exchequer Court and indeed by 
the Supreme Court which has handed down 
jurisprudence on the particular question of 
the scope and meaning of this phrase which 
appears frequently in Canadian law. 

There are other provisions. They have to be 
brought to bear to decide whether or not the 
goods which may be dumped then fall within 
the category to which anti-dumping duties 
can be applied. It is quite a different opera- 
tion from convening some sort of board or 
group of people to examine the economics of 
production of a particular article and to 
decide whether or not the impact of dumping 
causes injury, or threatens injury, or is per- 
haps stopping that article from being pro- 
duced. It is a different sort of operation. 


The Chairman: It may assist the Committee 
if I draw to its attention the fact that on page 
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47 of the July 1, 1967 issue of Foreign Trade, 
an official publication of the Department of 
Trade and Commerce, the following state- 
ments are found. First: 


Canadian exporters stand to gain by an 
assurance that our exports will not be 
exposed to the arbitrary use of anti- 
dumping duties by other countries. 


Then the article goes on to say: 


The Code provides that Canada—as other 
countries—has the right to apply anti- 
dumping duties quickly and effectively 
when dumping injures domestic produc- 
ers, threatens injury, or retards the 
establishment of an industry. 


I suppose it would be fair to say that this 
could be taken as an official governmental 
view. Mr. Cantin? 


[Translation] 


The Chairman: I will now give the floor to 
Mr. Clermont followed by Messrs. Irvine and 
Lind. 


[English ] 
Mr. Clermont: Mr. Chairman, I would like 
to have Mr. Grey’s comment on the following: 


Anti-dumping provisions in the exist- 
ing tariff structure, and particularly those 
approved under the Kennedy Round, 
afford little protection because the defini- 
tion of dumping is usually taken to mean 
that the exported product is sold at a 
lower price than it is at home. Canadian 
“value-for-duty” provisions are also of 
little value because of the government’s 
reluctance to use them and the delays in 
applying them. The effectiveness of this 
special provision will be even less when 
the stricter rules coming out of the Ken- 
nedy Round are applied. 


Mr. Grey: Mr. Clermont, there has been 
some confusion of a technical kind in the 
business community in the use of the same 
base for valuing goods for anti-dumping duty 
and for regular customs duty. That is the 
practice under present Canadian law. The 
code does not talk about the regular value for 
duty. Most countries value goods for regular 
duty on a c.if. basis whereas we use an f.o.b. 
basis, which is very close to the concept of 
the value of goods in the home market. The 
code embraces a completely different concept. 
It talks about the margin of dumping, which 
it says is the difference between the value of 
the goods as sold in the home market, or, if 
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they are not sold there—perhaps because it is 
an export product and sold to some third 
country—their cost of production and the 
export price, and has rules about how you 
find what is called in code the normal value 
and then what you do about determining 
whether the export price really is the export 
price. The distance between these two con- 
cepts is the margin of dumping. 
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This is really quite a different concept than 
we now have in Canadian law and I think the 
fact that it is so different has given rise to 
| some confusion and again, this is a matter 
which will be clear only when the legislation 
is before members of the House, because in 
the legislation it would not be surprising if 
we use the language of the code which talks 
about the margin of dumping and addresses 
| itself to a determination of both ends of this 
measure. 

On the question of what is the export price 
_which, for Canada, is a very important con- 
sideration, the code leaves it almost complete- 
ly up to the national Government to make a 
determination when the transaction is 
between related firms and that, I suspect, 
involves more than half the imports into 
Canada. So what we do about this is not a 
question, really, of what the code says but 
what the Parliament of Canada is prepared to 
legislate. It is not the code which will inhibit 
us in this matter. 


Mr. Macdonald (Rosedale): Mr. Chairman, 
while we are talking about pricing, I wonder 
whether I could interpolate a question here? 
It has come to my attention that in the 
importation of electronic tubes into Canada 
from one of Canada’s trading partners the 
industry in the foreign country does not pub- 
lish any domestic price list, so there is no fair 
| market value from which to determine it. I 
am wondering whether, for the purpose of 
determining margin of duty, there is any 
obligation imposed under the code on the 
exporting nation to make the information 
available to the Canadian authority so that 
this determination can be made. 


Mr. Grey: Mr. Macdonald, there is no obli- 
| -gation imposed on the exporting nation but it 
is fairly clear in the code that in order to 
earry out its obligations under the convention 
governments have to have certain informa- 
tion and there are time limits provided in the 
code. Therefore the code says that if people 
27251—3 
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do not provide the information, then govern- 
ments must make their decisions about the 
application of the duty, the measure of the 
margin of dumping and the question of in- 
jury on the basis of the information they 
have. 

It seems to me this clear right of all gov- 
ernments set forth in the code will produce 
quite a profound change in Canadian 
administration. We do have a situation now in 
which many exporters and sometimes even 
their governments are reluctant to provide 
the information because they feel that our 
system is a bit out of court. Under the con- 
vention we are required to operate within 
certain time periods and if they do not pro- 
vide the information then we are allowed to 
make the decision on the basis of the infor- 
mation available. I think that puts the onus of 
providing information on them once an inves- 
tigation is under way. It puts them under a 
certain pressure to give the information. 


Mr. Macdonald (Rosedale): Failing which 
they take the consequences of perhaps an 
arbitrary determination. Perhaps this is more 
a representation than a question. May I sug- 
gest that when the time comes to draw up 
these regulations there might be a stipulation 
in the Canadian law that the information as 
to fair market price in the exporting country 
or other relevant information be made avail- 
able as a condition for import. That is a 
representation and not a question unless you 
want to comment on it. 


Mr. Grey: You can be sure that point has 
not been overlooked. 


[Translation ] 

Mr. Clermont: Mr. Chairman, I would like 
to put the following question to Mr. Grey. I 
think that a certain number of parties 
involved in the Kennedy Round negotiations, 
among them Canada, have accepted that they 
are committed to the new anti-dumping code, 
which links the imposition of special duties to 
the national injury by dumping, rather than 
the dumping itself. If so, what would be the 
advantages for Canada to be bound by sucha 
regulation? 


Mr. Randolph Gherson (Chief, United 
States Division, Dept. of Trade and Com- 
merce): Mr. Chairman, I would be very 
pleased to answer Mr. Clermont but I would 
like to ask him if, his question refers to 
exports or imports? 
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Mr. Ciermont: Exports. 


Mr. Gherson: Mr. Chairman, I think it is 
quite clear, according to what Mr. Grey has 
just said, that in fact the protection guaran- 
teed to us by the regulations will in the 
future be efficient enough. 


Mr. Clermont: Would there be any differ- 
ence if this were to apply to our imports? 


Mr. Gherson: What kind of difference? 


Mr. Clermont: In the question I am asking 
you. 


Mr. Gherson: I am sorry, I do not under- 
stand your question. You are asking if there 
is a difference. 


Mr. Clermont: You asked whether my ques- 
tion referred to imports or exports. Would 
your reply be different if it related to 
imports? 


Mr. Gherson: No, sir. 
Mr. Clermont: I beg your pardon? 


Mr. Gherson: this 
question? 


Does answer your 


Mr. Clermont: No. I would appreciate it if 
you would continue. 


Mr. Gherson: With pleasure. What I wanted 
to say is that in fact the code gives us an 
effective way of protecting our exports 
because it stipulates the modality and criteria 
that the countries with which we trade must 
observe. For instance, Japan and the Euro- 
pean economic community did not have any 
internal code on dumping. Now that a code 
has been negotiated for the European Commu- 
nity, the Community itself will have to take it 
into account. This will result in some kind of 
uniformity in the application of procedures in 
the laws on dumping. In this way we are 
protected. As Mr. Grey said a few moments 
ago with regard to the United States, we have 
gained provisions in the code which will 
allow us to eliminate a certain uncertainty 
which was developing within the present 
procedure and which may affect our exports. 


Mr. Clermont: Thank you, Mr. Chairman. 
The Chairman: Thank you, Mr. Clermont. 
[English | 
- Now I recognize Mr. Irvine. 


Mr. Irvine: Mr. Chairman, I would like to 
ask Mr. Grey a question and perhaps I did 
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not word my supplementary to Mr. More very 
thoroughly. I thought perhaps you might 
comment on the item that I mentioned in the 
address that was given by the president of 
the firm mentioned in this newspaper 
clipping. 


The Chairman: To help me as Chairman, if 
not anybody else, perhaps you might tell us 
exactly what firm this is. 


Mr. Irvine: It is the Canadian General 


Electric Company. 


The Chairman: And the exact range of 
products he was referring to. 


Mr. Irvine: This related to power genera- 
tion and transmission equipment and the 
statement that he made which I mentioned a 
few moments ago is: 


The Kennedy Round, and of greater 
importance the changed Anti-dumping 
regulations, may lead within two or three 
years to the total disappearance of a 
large part of Canada’s manufacturing 
capability for this equipment. Once gone 
it will be a long and difficult task to re- 
build the disbanded design and manufac- 
turing teams. 


Mr. Grey: Well, Mr. Chairman, the author 
of that particular statement did give us the 
benefit of his really very expert views on this 
matter in the course of the negotiations and 
subsequently, and the problem that he iden- 
tified for us really was a most important one. 
He pointed out that heavy electrical equip- 
ment as produced by his Company and cer- 


tain other producers in Canada often is pur- 
chased in other countries such as the United | 


Kingdom by state agencies which may apply 


a highly restrictive purchasing policy. In 


Canada they are often purchased by provin- 
cial utilities—private utilities—and if the 
goods are dumped one might say it is a rather 
different matter to apply anti-dumping duties 
to the provincial government that it is to a 
private importer. That may or may not be an 
important difference but I believe Mr. Smith 
would think it is. Therefore, there is a certain 
imbalance in the anti-dumping code regarding 
this particular product because of the nature, 


the character, of the customers to which he 
sells. He did give both the Department of © 


Trade and Commerce and the Department of 
Finance some detailed information on particu- 
lar transactions or attempts to sell which bore 
out this particular case. 
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Sir, I would suggest that the word “may” 
in his statement is a very important word. He 
is telling us, really, that if we do not take 
care to deal with this particular problem it 
could have an important effect on his indus- 
try. He has given us the benefit of a great 
deal of information and so have other officers 
of that particular corporation. I think the 
only real answer to the worry he is express- 
ing there, which I do not wish to minimize at 
all and say it is unimportant, is to look at the 
proposed legislation and, even more, how it is 
applied. None of this, by way of reply, is 
intended to suggest that that is not an impor- 
tant issue. It arises not only out of our anti- 
dumping law and what changes we may 
make, but the procurement practices of state- 
controlled agencies in other countries. I do 
not think that is entirely clear from his state- 
ment. In speaking to us, Mr. Smith has made 
that quite clear and it is a point to which 
ministers and officials have certainly attached 
a great deal of importance and we have 
already made representations reflecting Mr. 
Smith’s concern to certain other governments. 


Mr. More (Regina City): Mr. Chairman, I 
have a supplementary. In many cases, too, 
this equipment is desired and they are pre- 
cluded from bidding on the contracts whereas 
Canada is pretty open. 


Mr. Grey: That is quite correct. 


Mr. Irvine: Mr. Grey, if I could give evi- 
dence or, if a manufacturing firm should reg- 
ister a complaint of what they consider to be 
dumping, let us say, merchandise sold at a 
price lower than it would be sold in the coun- 
try of manufacture what would then happen? 
What is the machinery? 


Mr. Grey: The present machinery or the 
projected machinery? 


Mr. Irvine: Can we talk about the projected 
machinery? 


Mr. Grey: Mr. Chairman, I do not see why 
I should not go as far in a hypothetical way 
before the Committee, as I have gone in talk- 
ing to various business groups. I think that 
broadly speaking we have envisaged that the 
customs department—the Department of Na- 
tional Revenue and their customs Branch 
—are the logical people to investigate the 
question of whether goods are dumped or 
alternately by how much goods may be 
dumped? That is a question of which the 
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evidence is really in import documentation 
and it would be wasteful to think of another 
agency doing essentially the same job. Who, 
then,—if it is determined that certain goods 
are dumped—should determine whether that 
dumping is injurious or threatens injury, is a 
question to be decided. What the code makes 
clear is that there are certain procedures you 
must follow in making that determination. 
You must have hearings, you must give 
notice and so on. Of course the code, as it 
covers all countries, does not say how you do 
this within your administration in terms of 
locating the agency. That is a question to be 
decided. 


Mr. Irvine: I have a particular case in mind 
here that has to with the O-Pee-Chee gum 
company. This might sound like small busi- 
ness but it is actually big business. They had 
what they thought was a case of—something 
to chew on anyway—they thought it was a 
case of dumping. Now, it was duly reported 
and investigated but the statement they gave 
me was by the time they received a report it 
was too late; the market had been flooded. 
Does this sound reasonable? 


@ 1545 


Mr. Grey: Mr. Chairman, there are several 
difficulties about answering such a question. I 
will do my best to answer it except that first 
of all the question of the actual outcome of 
the dumping investigation arising from a 
complaint by a Canadian producer is a matter 
under present law that is confidential 
between the importer and the crown and 
therefore even if I was an official of the De- 
partment of National Revenue, which I am 
not, I do not think it would be proper for me 
to speak on the outcome of such a case. The 
fact that such investigations are confidential 
does often mean under the present system, as 
distinct from the projected system, that the 
complainant is not aware of the outcome of a 
particular case. This often leads to a belief 
that the case has not been dealt with when it 
may in fact have been dealt with in a manner 
he would regard as satisfactory. Now, that 
will be changed because we are required to 
give publicity to decisions. I do not think I 
can really say much more about it but identi- 
fy how this sort of case will be dealt with 
slightly differently in a very important 
respect. Whether or not in that case there 
actually was dumping, I do not know, and 
even if I did know, I do not think under the 
law I could say so. 
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Mr. Irvine: I do not want to ask questions 
that are unfair, and that is not the point. I 
wanted to get some information here that 
might be of assistance. I would like to know 
this and, maybe I am incorrect in directing 
this question to you, Mr. Grey, but is there 
no way this could be checked before the actu- 
al distribution of the merchandise takes 
place? 


The Chairman: You are talking about under 
the existing law? 


Mr. Irvine: Yes, under existing or under 
future law. If this has been amended to cover 
that then it would be of interest. 


Mr. Grey: Well, under the present law 
there are provisions in the statutes about how 
far back a dominion customs appraiser, 
whose position is set out in the terms of the 
statute, or the Deputy Minister of National 
Revenue. He can go retroactively in levying 
duties. There are also very important rules in 
the code about this. What it amounts to in the 
code is that if a determination is made that 
the import of goods has been injurious, one 
can go back 90 days from that decision. I am 
simplifying the provisions. If the dumping 
was in large quantity in a relatively short 
period, and the injury really arose out of the 
fact that there was a very large importation 
at a dump price—given that the determina- 
tion had been made that it was dumping 
which is a very technical matter—an addi- 
tional 90 days of retroactivity is provided for 
under the code. It is not a question of holding 
up the goods in customs and examining 
whether or not it is dumping and whether or 
not it is injurious; but it is a question really 
of allowing the goods to be sold, but begin- 
ning an inquiry and having the right to go 
back, for certain fixed periods under very 
carefully defined circumstances, to levy the 
duty. Now, you appreciate, sir, that such 
rules aS we may have wished for Canada, to 
deal with a multitude of transactions and, 
perhaps the inability of a customs officer at a 
particular place to act sufficiently quickly to 
catch it in time, could be used by our trading 
partners against Canadian exports. A judg- 
ment had to be made as to the rules which 
gave protection against injurious dumping in 
this aspect and also the rules which protected 
us against harassment. This 90 days provi- 
sion, plus an additional 90 days where the 
dumping was massive, is the arrangement that 
was made. I assume this will be carried for- 
ward into Canadian law. I think it is a matter 
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of fact that under present administration cus- 
toms rarely goes back for more than 90 days 
even though under certain circumstances they 
have the legal right to go back further. You 
will appreciate that going back for more than 
a certain period is a very punitive device. 


Mr. Irvine: Then, according to the way I 
understand it, if this firm were found guilty 
of dumping and a complaint were laid, and 
they went back, shall we say, for a 90-day 
period, what would happen? Would additional 
duty be levied at that time? 


Mr. Grey: Additional duty could be levied 
equal to the margin of dumping. Under pres- 
ent law it is up to 50 per cent ad valorem. 
There is no such limit in the code. 

If I may say, and this is perhaps not the 
point of your question, dumping is not an 
offence; it is just a risky business. You used 
the word “guilty”. 


Mr. Irvine: Yes. 


Mr. Grey: Now, in the code there was 
much resistance to the suggestion that dump- 
ing was an unfair practice, while agreement 
that one could impose certain risks on such 
practice. 


Mr. Irvine: In other words, it was all right 
if they could get away with it? 


Mr, Grey: It is all right if it does not injure 
anybody. 


Mr. Irvine: I understand—and I believe 
Mr. Macdonaid brought this subject up—that 
in October of 1967 a series of meetings of the 
anti-dumping committee were held and I 
believe that Mr. Glass was in charge of that 
committee. I think you made the statement 
that these were confidential meetings. The 
briefs that were received were not given to 
the press and they were not distributed to 
Members of Parliament, and so on, is that 
right? 


Mr. Grey: The rule was that the groups 
that appeared before that Committee could 
make their briefs public if they wished. The 
government did not make them public. The 
groups were also free to repeat what they 
said orally but they were not free to say what 
the members of that committee asked them 
about or observed about their representations. 


January 18, 1968 


Mr. 
camera. 


Irvine: The meeting was held in 


Mr. Grey: Yes. I think that only one organ- 
ization chose to make its brief public or to 
make any comment on it. 


Mr. Irvine: Do you recall if there were 
quite a number of submissions? Roughly, how 
many were there? 


Mr. Grey: Mr. Drolet, who is sitting behind 
me, says there were 60-some odd briefs. You 
will appreciate that most of these came from 
trade associations that represented many 
firms. 


Mr. Irvine: So you feel that the submissions 
that were presented were worthwhile, that it 
was very profitable as far as this committee 
was concerned? 


Mr. Grey: I felt they were very profitable 
worthwhile and they gave us a great wealth 
of technical information about the implica- 
tions of the code for particular types of trans- 
actions, and I believe that Mr. Glass so 
reported when he made his report to the Min- 
ister of Finance at the end of these hearings. 


Mr. Irvine: Were any changes or recom- 
mendations made to the new code as a result 


of these hearings? 


Mr. Grey: Mr. Chairman, it is not a ques- 
tion of making changes to the code. The code 


is an international instrument, some of which 


is in very general terms and governs all 
countries, but the ideas that we heard in 
this committee will most certainly be re- 
flected in the Canadian law which will 
implement the code, which will put the code 
in the context of Canadian law. 


Mr. Irvine: Thank you, Mr. Chairman. 


The Chairman: I now recognize Mr. Lind, 
followed by Mr. Hees and Mr. Saltsman. 


Mr. Lind: Mr. Grey, I understood you to 


say a minute ago that you were the chairman 


of the committee that made final decisions 
on— 


Mr. Grey: On low cost imports. 


Mr. Lind: On low cost imports. I want to 


‘deal with this subject of low cost imports. 


The Chairman: I think we should first 
clarify exactly what this committee does. 


Does it make recommendations on policy, 
administer some legislation, or what? Perhaps 
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some members of the Committee may have 
too expanded or too narrow an idea of what 
this committee does. 


Mr. Grey: Mr. Chairman, this is a commit- 
tee that was set up at the direction of the 
Cabinet to deal with requests from Canadian 
industry. The government asked certain 
foreign countries that export to Canada to 
limit their exports to Canada, but no legisla- 
tion is involved and this committee has no 
formal administrative standing. Many years 
ago the problem of dealing with this issue 
was delegated by the Cabinet to the Minister 
of Finance. The policy was laid down by the 
Cabinet and it is interpreted by the Minister 
of Finance, but there has to be a group of 
Officials somewhere who do this purely 
detailed statistical work. That group is in the 
Department of Finance but it reports to an 
interdepartmental group, and purely by cus- 
tom one officer of the Department of Finance 
is usually the chairman. That Committee 
reports to the Minister of Finance and seeks 
his guidance with respect to the terms in 
which a discussion can be conducted with the 
representatives of an exporting country, and 
it deals by definition with products which 
have been found to be not dumped. 
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Mr. Lind: As I understand it, one of the 
problems that you may have to contend with 


is lower cost products being dumped on the 


market. Perhaps a manufacturer has a large 
quantity of substandard products that he does 
not wish to distribute through trade in his 
own country and he takes this means of put- 
ting it into the Canadian trade. How do you 
judge that you are getting first class and not 
substandard merchandise? 


Mr. Grey: Mr. Chairman, that has not been 
a problem which has been dealt with by the 
committee to which I referred. There is a 
provision of the Customs Act under which I 
believe the Minister of National Revenue may 
prescribe the technique by which such goods 
are valued for regular duty and, under the 
present system, also for the purpose of deter- 
mining whether or not they are dumped. 


Mr. Lind: Do you run into this fairly often 
with substandard products? 


Mr. Grey: It has been represented to us by 
spokesmen for the textile and garment indus- 
tries that on occasion there are significant 
offerings of such products. It has. not been a 
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problem, sir, that I have dealt with myself to 
any extent at all and therefore I am not real- 
ly in a position to be very informative about 
3i. 


Mr. Lind: There is nothing in the code to 
govern this? 


Mr. Grey: For the purposes of the code 
they are not distinguished from other prod- 
ucts. If there is a question of whether sub- 
standard goods are being dumped the same 
rules of determining dumping are applied to 
them as to other products. They are not 
referred to explicitly, but they are not treat- 
ed in any other way. 


Mr. Lind: But you consider it as an FOB 
delivered price in Canada when you are 
figuring your anti-dumping duty? 


Mr. Grey: Well, sir, the question is one of 
measuring the margin of dumping. It is the 
difference between the home market value, if 
there is one—which I think is the point you 
are making—and the price to Canada. If those 
substandard goods are not sold in the home 
market, which is the sort of case which is 
sometimes complained of, then their normal 
value can be taken by reference to the sale in 
the home market of similar merchandise, or 
alternatively their cost of production, or 
alternatively their price to a third country, 
but these rules apply to all products. 


- The Chairman: Mr. Hees? 


Mr. Hees: Mr. Chairman, I would like to 
ask Mr. Grey this question. Suppose I am a 
Canadian manufacturer of heavy equipment 
and one of my salesman has sent in a report 
that there has been an offer made to a client 
that he is trying to sell some foreign-made 
equipment at a price that he believes is a 
dump price. He does not know, but it is sold 
much lower than anything else that has been 
quoted from that country and he believes that 
there is something wrong. He reports to me 
and I then get in touch with my agent in that 
foreign country to find out what machines of 
that size and kind have been quoted at there. 
I am convinced from what I hear that it is a 
dump price. It is important that that sale be 
stopped. Otherwise when the machine is 
installed, no matter how much it has been 
dumped or not dumped, the person who has 
bought it, is not going to take it out of his 
factory and ship it back home. 

What is the procedure I should follow when 
I get the information from my foreign agent 
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that convinces me it is a dump price? Under 
this new procedure what should I do? 


Mr. Grey: Well, Mr. Hees, there is nothing 
in the code that says that a government can- 
not initiate an investigation into dumping, but 
it has to wait until the actual import has 
taken place. It obviously cannot levy the anti- 
dumping duty on an import until the import 
has taken place, but if it finds evidence of 
dumping it can look into this. 


Mr. Hees: What information must I provide 
with my initial complaint to start the ball 
rolling? Do I have to provide an invoice from 
the country from which the machine came, 
demonstrating that it is below that price, or 
what do I have to produce? What do I do? 
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Mr. Grey: There is nothing in the code, Mr. 
Hees, that lays down any rules on it. It is a 
fact that certain other countries, notably the 
United States, do have formal documents that 
could be filled out by a complainant. The 
code says that you can initiate an investiga- 
tion into dumping on a complaint at the 
request and on behalf of the domestic indus- 
try affected or, in special circumstances, the 
government can do it itself. It lays down no 
rules concerning what is a complaint and 
what is a request. 


Mr. Hees: How quickly would the Depart- 
ment of National Revenue work? Can you 
give us some idea of that? How quickly 
would we start getting an investigation going? 


Mr. Grey: I do not think I can answer that 
question, Mr. Hees, either about the present, 
because it involves. confidential relations 
between importers and the Crown, nor can I 
really predict what they will do in a depart- 
ment for which I have no responsibility. All I 
can really say is that the code does not pro- 
hibit them acting quickly. 


Mr. Hees: We just have to hope that they 
would. 


The Chairman: I understand that the con- 
text of our discussions with Mr. Grey and Mr. 
Gherson are really sort of exploratory. 


Mr. Hees: I have another question, Mr. 
Chairman. Suppose I as a Canadian manufac- 
turer launch a complaint; the price at which 
the goods are quoted is considerably below 
that quoted for similar goods in: the home 
market. However, the manufacturer in that 
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foreign market can show that the price he is 
quoting in Canada is the home market price 
less certain taxes which have been rebated to 
him by the home government which makes a 
very considerably lower price than the near- 
est thing sold on the home market. What can 
we do about that? 


Mr. Grey: The code says that in deciding 
whether or not goods have been dumped 
—that is, determining what is the margin of 
dumping—you can make a true price compari- 
son between the price of the exported prod- 
uct and the imported product. Allowances 
should be made for the differences in 
taxation. 


Mr. Hees: I see. So therefore, the goods 
have to be offered in Canada at the same 
price they offer them on the home market. 
The home government is not allowed to 
rebate taxes that are not charged against 
goods that are sold at export? 


Mr. Grey: I think there would be no ques- 
tion, Mr. Hees, because it is in the context of 
the general agreement which has other provi- 
sions—and indeed, Article 6 has a provision 
on this—that if you were talking of Canadian 
goods exported which did not bear sales 
tax—let us say this is a product which is 
subject to sales tax—the exported goods are 
not subject to sales tax in the Canadian sys- 
tem. That would not attract dumping duty 
either in the Canadian system or in other 
systems and to put dumping duty on simply 
because of that would be a contradiction of 
GATT. 


Mr. 
rules? 


. Mr. Grey: That is in the GATT proper; it is 
in Article 6. 


Hees: Is that sort of in the code of 


Mr. Hees: A rebate of sales tax is allowed. 
Are any other taxes allowed to be rebated? 


Mr. Grey: I think one of my colleagues has 
a copy of Article 6 of GATT. I would prefer, 
Mr. Hees, to give a precise answer on this. 


Mr. Hees: Yes. 


The Chairman: I think Mr. Burns has the 
document here. 


Mr. Grey: Mr. Hees, the relevant paragraph 
is paragraph (iv) of Article 6 which reads as 
follows: 

No product of the territory of any con- 
tracting party imported into the territory 
27251—43 
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of any other contracting party shall be 
subject to anti-dumping or countervailing 
duty by reason of the exemption of such 
product from duties or taxes borne by 
the like product when destined for con- 
sumption in the country of origin or 
exportation, or by reason of the refund of 
such duties or taxes. 


Mr. Hees: So, your price can be just a 
straight cost of production less any taxes 
except the ordinary corporation profits tax, I 
suppose. 
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Mr. Grey: Mr. Hees, the operative phrase is 
“duties or taxes borne by the like product’’. It 
turns on what the GATT means by the word 
“borne’’, 


Mr. Saltsman: That is probably the objec- 
tion the United States is raising against some 
of the ECC countries; that they are, in effect, 
doing this. 


The Chairman: I do not know if that is a 
question, Mr. Saltsman, or an observation. 


Mr. Salisman: It is a question, I guess, in 
line with what Mr. Hees has to say. 


Mr. Grey: I am not aware that it has been 
suggested that, say, goods exported by France 
or Germany under their new added value tax 
system would be liable to dumping duty or 
countervailing duty by reason of the refund 
of such added value tax. If the refund was 
more than the tax actually being borne by 
those goods that is a question of calculation 
to the extent that if it was more it would 
raise the question of some countervailing 
action. 


There have been some cases in the past 
where countries have rebated taxes not borne 
by the goods, or have rebated, under the 
guise of such a rebate, an amount greater, 
and there have been difficult international 
issues. The GATT, I would like to point out, 
does not say that such rebates should give 
rise to countervailing or anti-dumping duties. 
This provision says that no dumping duty or 
countervailing duty shall be applied for that 
reason. It does not go on to say that you are 
free to apply countervailing or dumping duty 
in a different circumstance; it is silent on that 
subject. 


The Chairman: Do you have any further 
questions, Mr. Hees? 
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Mr. Hees: No. 
The Chairman: Mr. Saltsman? 


Mr. Saltsman: Thank you, Mr. Chairman. 
Mr. Grey, the dumping legislation that is 
being proposed presumably will be cause for 
governmental concern only if injury to 
domestic manufacturers can be proven. Is this 
a correct assumption? In other words, dump- 
ing could take place provided injury did not 
take place to domestic producers and it would 
not be considered of concern to your 
Department. 


Mr. Grey: There are three cases, Mr. Chair- 
man: that material injury was caused; that 
material injury is threatened—the United 
States law is “is caused or is likely”, threat 
simply refers to time—or that the dumping is 
preventing an industry from being estab- 
lished. Industry, in this context, means the 
production of the identical product as is being 
dumped. It does not mean a set of corpora- 
tions; it means production in a physical sense. 


To go on to a further point, you used the 
word “proved.” The code does not raise the 
question of proof. It means that governments 
accept an obligation that they will not levy a 
duty unless they are satisfied that one of 
these three things has occurred, that there is 
a threat or that material injury occurred, but 
the code does not put the onus of proof on the 
‘domestic producers. 


Mr. Salisman: I am thinking in terms of 
injury to a traditional supplier from another 
country, where perhaps there is no domestic 
consideration of the development of that kind 
of product. Is there anything in the dumping 
proposals that would take this into account? 

For instance, we may have a traditional 
supplier of certain types of merchandise; 
there may be an international price war in 
this particular product where another foreign 
country may want to pre-empt the market. 
Can any action be taken to protect a tradi- 
tional supplier? 


Mr. Grey: Well, the code does provide rules 
for application of anti-dumping duties in 
these circumstances to protect the interest of 
a third country. But the code does not require 
that all governments do this. It sets forth 
‘really very stringent rules for the application 
‘of this unusual power. Canada has not had 
‘such a feature in its anti-dumping law; other 
countries have had. 


Mr. Salisman: I am thinking in terms of the 
offshore oil imports to Montreal where the 
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domestic producers do not go beyond the Ot- 
tawa line. Therefore, that market is being 
served by oil producers in other countries. 
Now, we have had a number of cases in the 
past of alleged dumping of oil products on the 
Montreal market and the Canadian Govern- 
ment has taken action against this type of 
dumping. There is no evidence in those cases 
that the domestic producers were being hurt 
because oil was not shipped into that area by 
Canadian domestic producers. What is the 
position regarding a case like that under the 
proposed legislation? We know what it is 
under the existing legislation; they have 
taken anti-dumping action. Will they continue 
to take anti-dumping action? 
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Mr. Grey: Well, Mr. Chairman that is a 
really very complicated question which is 
remarkably difficult to answer in the abstract. 
There are two aspects of the code and their 
subsequent carrying forward into Canadian 
laws; if it was decided to carry them forward. 
The first would be the question of whether or 
not it falls within the regional definition of an 
industry; whether or not it is deemed that 
Canadian producers do not sell in the particu- 
lar area where two foreign countries are com- 
peting, possibly one by dumping. 

There is also the question of whether or not 
we carry forward into Canadian law, the 
power to protect a traditional supplier against 
dumping by another country. 


Mr. Hees: I think I could answer Mr. Salts- 
man’s question as I had some experience with 
that some years ago. First of all, I do not 
think there is any evidence that the Venezue- 
lan oil coming into Montreal is dumped in 
any way. It is sold. 


Mr. Salisman: Venezuelan oil is protected in 
the Montreal market. They are the ones who 
are now protected. I am thinking of offshore 
oil coming, or offshore naphtha, for instance, 
coming from some of the Iron Curtain Coun- 
tries. There has been attempted dumping of 
naphtha and oil into the Montreal market and 
an imposition was made on them. 


Mr. Grey: This is correct. 


Mr. Hees: And you feel there is evidence 
that that latter oil you mentioned is dumped 
at lower than home prices? 


Mr, Salisman: Well they argued that is was 
not dumped but there was a ruling made that 
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it was dumped. I do not really know the truth 
of the matter. 


The Chairman: It is a difficult thing to 
comment on if it is correct—and I think it 
_ is—that it is a matter of confidentiality be- 
tween the Crown and the importer whether 
/ any ruling was made. 


Mr. Salisman: I think it is public knowl- 
edge. I think this is known because there was 
a case of this gasoline being sold by retailers 
and I think some action was taken on it, so it 
is public information. 


Mr. Hees: With regard to Venezuelan oil 
competing with Canadian oil, I know some- 
thing about that, at least at the time that I 
was dealing with it. It was a fact at that time 
if we forced the Montreal market to handle 
Canadian oil instead of the Venezuelan oil, 
the disadvantage would have been that it 
would have raised the price of gasoline in 
that whole area about 5 cents a gallon to the 
consumer. And it was not feit that this would 
be acceptable in any way. 


Mr. Salitsman: Although the former minis- 
ter was responsible for national oil policy I 
do not think this is the place to get into a 
discussion about policy. 


Mr. Hees: I just thought you might be 
interested. 


Mr. Salisman: I raised this question 
because there seems to be some undertaking 
that the oil we ship into American markets 
which displaces Venezuelan crude will be 
taken in at the Montreal market. There is 
some kind of a saw-off on this arrangement. 
Under this provision the dumping legislation 
applies only to injury of domestic producers 
and I do not think domestic producers are 
really involved here; we are really talking 
about international arrangements. The ques- 
tion I would like to ask is, to what extent are 
we going to protect these international 
arrangements that have been made? I mean 
these international arrangements are made 
among the oil companies in the various 
countries, in which they determine where oil 
will go and under what conditions. 


Mr. Hees: Well it is just about as simple as 
this, that by and large whatever we exclude 
from the Montreal market from Venezuela 
the United States would exclude going across 
the border in Western Canada into the West- 
ern United States market. It is just as simple 
as that. 
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Mr. Salisman: Well I am glad to hear you 
say that. It has never been put quite that 
bluntly. 


Mr. Hees: Well I thought you might be 
interested in the cold, bare facts of the case. 
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Mr. Salisman: Yes. 


The Chairman: Do you have any supple- 
mentary comments on this relevant to the 
work under way to implement the code? 


Mr. Grey: On the assumption that seems to 
be unreal that we are dealing with a hypothet- 
ical case. There is a section in the code that 
deals with anti-dumping action on behalf of a 
third country and there are some quite strin- 
gent provisions. One is that the application to 
invoke the anti-dumping duty in this case 
must be made by the authorities of the third 
country; it has got to be an inter-governmen- 
tal question. It remains the option of the 
importing country whether or not they do it; 
there is no mandatory requirement that they 
do it. The whole provision is one that like the 
whole of the anti-dumping provision is not 
one that governments are obliged to apply; 
Though in effect we are signatories of the 
code, we are not required to have a provision 
in Canadian law that enables us to act to 
protect a third country. I cannot therefore 
comment at this time on whether or not such 
a provision will be in the legislation, but 
merely point out that this part of the code is 
not mandatory; it is permissive. 

In the type of case you mentioned there is 
also the problem of how you determine the 
margin of dumping on goods that are import- 


ed from aé_ state-controlled economy. And 


there is another provision of the code which 
bears on this and its import is not perhaps so 
obvious it says: 

This Article is without prejudice to the 
second Supplementary Provision to para- 
graph 1 of Article VI in Annex I of the 
General Agreement. | 


And if you look that up you will see it says 
that imports from a_ state-trading country 
may be valued by reference to imports from 
an open-market economy. It does not say it 
quite as bluntly as that. That is the system 
we now apply, and there is no change in that 
connection, except of course such imports 
when valued on this basis—when the margin 
of dumping is found on this basis—must also 
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be the subject of an inquiry into injury or 
threat of injury. 


Mr. Salisman: Well the whole purpose of 
dumping legislation is to protect the national 
interest, and in this particular case domestic 
manufacturers. Otherwise, I would presume 
that we would not be concerned about dump- 
ing since it benefits the consumer. If it 
benefits the consumer, and does not harm 
national industry, it is not our concern, nor- 
mally speaking. So I am merely saying the 
purpose of anti-dumping legislation is to pro- 
tect what we consider our national interest. If 
we do not have any national interest in a 
certain product, in terms that we do not have 
producers in a certain market, then presuma- 
bly we are not concerned about the price at 
which goods are dumped into that market. 


Mr. Grey: Well there has been a provision 
in the GATT since 1947, I think, envisaging 
the use of anti-dumping duties to protect 
additional suppliers even where there is not 
an industry in the country of importation. 
Well I do not want to get into discussion as to 
what our interest is. It is true that interna- 
tionally it has been accepted that this is a 
proper use of anti-dumping duties. But it has 
been limited by rather more stringent rules. 
Now, this is carried forward into the code and 
there are procedural rules about this kind of 
anti-dumping duty, but that whole section of 
the code is permissive. A government is not 
required to enact within the framework of its 
anti-dumping legislation a provision enabling 
it to use anti-dumping duties in this way. But 
at least the GATT envisages a greater role 
for anti-dumping duties than you have 
formulated. 


Mr. Salitsman: If for instance some country 
wished to sell their oranges at one-third of 
the price that they had in the past—we are 
not producers of oranges—would there be any 
objection to their dumping oranges in the 
Canadian market? 


Mr. Grey: I do not wish to comment on a 
hypothetical case but perhaps I might observe 
that when it was believed by Canadian pro- 
ducers that the U.S.S.R. was dumping 
aluminium in the United Kingdom, we did 
have a national interest in asking the United 
Kingdom to do something about it. 


Mr. Saltsman: What action did the United 
Kingdom take in that case? 


Mr. Grey: Am I at liberty Mr. Schwarz- 
mann to say what the United Kingdom did? I 
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believe I am correct in saying that they nego- 
tiated a quantitative limitation, with the 
US. kts 


The Chairman: I suppose if the traditional 
supplier is hurt by this action by a third 
country, he would be less likely to be in a 
position to buy our goods. This is probably an 
implication that could lead to a country like 
Canada or the United Kingdom taking advan- 
tage of opportunities under the GATT. Am I 
right in suggesting this? 


Mr. Grey: That appears to be the founda- 
tion of this provision in such circumstances. 


Mr. Saltsman: I would like to put a ques- 
tion to you regarding class or kind manufac- 
turers in this country. Under the present 
provision they have very definite knowledge, 
if they have been designated as an industry 
that has 10 per cent of the Canadian market 
of a certain class or kind. They have definite 
protection in terms of dumping. There are 
legal definitions of what constitutes dumping. 
They do not have to prove injury or anything 
along that line. 
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Under the new provisions those legalistic 
protections will be removed and they will 
have to prove that damage actually has 
occurred. Now, it seems to me that to try to 
prove that an industry has been damaged is 
virtually an impossible task because you have 
to ask the questions have they been damaged 
in the short run; in the long run; have their 
prospects been diminished—this is going to 
be an extremely complicated thing. Those 
kind of manufacturers may feel that their 
interests are not going to be as well protected 
under the new legislation or the new provi- 
sions as they were under the old. Could I 
have your comments on that? 


Mr. Grey: Mr. Chairman, I observed before 
that there is nothing in the code that says an 
industry must prove it has been injured. The 
code talks in terms of national governments 
levying anti-dumping duties only in certain 
circumstances. There is no onus of proof 
applied in the code on producers. There is a 
responsibility placed on governments who 
have the power to levy the duty, and that is 
quite a different matter. 

Now, I could not disagree that it is a diffi- 
cult matter; it is a complex matter. The code 
really reflects the judgment that that kind of 
decision cannot be made effectively by the 
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application of a set of complex general rules 
under the direction of the courts, but it is 
met or made by some kind of administrative 
tribunal, but with open hearings and some 
kind of public scrutiny. 

Now, it may be difficult, but the United 
Kingdom and the United States have had 
such systems for some time and I find it hard 
to accept that it is beyond the wit of Canadi- 
ans to be just as ingenious as the United 
Kingdom and the United States. 


Mr. Salisman: In the event of a difference 
of opinion between the government’s assess- 
ment and the industry’s assessment how is 
this going to be resolved? 


Mr. Grey: Mr. Chairman, in the United 
Kingdom and the United States there is no 
channel of appeal from the decision whether 
or not there is injury. In the United Kingdom 
it is made by officials of the Board of Trade 
who so advise the President of the Board of 
Trade—that is a government department. In 
the United States it is made by the United 
States Tariff Commission under procedural 
rules enacted under the Anti-dumping Act 
which provide for hearings and a fairly 
elaborate machinery which ensures that all 
parties have a hearing, but there is no tech- 
nique of appeal except through the political 
process. 


Mr. Salitsman: You indicated that in the 
United States the time that goods can be held 
up is going to be reduced from a six-month 
period to a three-month period. If we go back 
to some of the goods I believe mentioned by 
Mr. More, textile and garments, three months 
is much too long a period of time. If they are 
held up for three months it means that an 
entire season is over because there are four 
changes a year in many of those industries. 


Mr. Grey: I think there is some misunder- 
standing here. ‘Held up” is not the technique; 
they are allowed to clear customs but they 
are subject to further appraisal, so that there 
is a sort of contingent liability for duty. 


Mr. Salitsman: They can be delivered to the 
customer subject to this contingency? 


Mr. Grey: Yes. The United States customs 
do occasionally hold up goods, but not for 
this reason, under different legislation and for 
different purposes. All customs authorities 
may decide to hold goods if they believe that 
fraud is involved. I mean reasons of that 
kind. 


Finance, Trade and Economic Affairs 


387 


e 1625 


Mr. Salisman: In your investigation of 
dumping legislation, have you considered the 
possibility of advance licences where an 
importer would indicate he is prepared to 
buy certain kinds of goods and try to get 
advance approval from you for the clearance 
of those goods, or to get some knowledge of 
whether those goods can enter without a 
dumping duty on them? Under other provi- 
sions, for instance, I believe exporters can 
apply in advance to the Department to get 
some rulings on machinery. 


Mr. Grey: Under the present system the 
question of whether or not goods are dumped 
arises in relation to the price of goods sold in 
the home market at the time and place and 
by the same exporter as when the goods 
shipped to Canada. So, while the Department 
may give—and this is only the advice I 
received from a Department in which I have 
never worked—informal advice to an im- 
porter, that advice canot in law bind the 
Department because the law is written in 
terms of the time the goods are shipped. 

The question of whether it is possible to 
build into the new legislation some technique 
of giving importers some assurance really isa 
very difficult one. It is a general question of 
tax law, the question of making decisions 
about the liability to the Crown in hypotheti- 
cal circumstances. Tax lawyers can write 
books on the legal problems; the decisions 
about hypotheses. 

I do not think I can answer it, but I would 
say that we are addressing ourselves to this 
problem. 


Mr. Saltsman: From a business point of 
view the important decision has been made at 
the time the contract is negotiated. Increas- 
ingly now business is ordering far in advance 
of their requirements—this is a necessity of 
business today—and they are buying at the 
price prevailing at that time. It would seem 
very unfair for business to enter into negotia- 
tion or into a contract and then find that at 
the time of selling—this could be three 
months later, or six months later, or three 
years in the case of electrical goods—they are 
going to be subject to dumping duties because 
of market changes even though they may 
have negotiated a very favourable contract or 
agreement with someone. Is it not more perti- 
nent that this be examined at the time the 
sale is contracted rather than at the time the 
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goods are delivered from the point of view of 
business planning? 


Mr. Grey: That, of course, is exactly what 
the producers of heavy electrical equipment 
in Canada have argued; that it is relevant to 
examine the question of dumping at the time 
the tender is accepted rather than three years 
later when the damage has been done. That 
general concept looks quite different when 
you apply it to different types of imports. It 
is an observation that has one meaning when 
you talk about heavy electrical goods, per- 
haps sold to a provincial utility and the goods 
are delivered three years hence under a con- 
tract with escalation clauses, than if you are 
talking about cotton pants and china. 


Mr. Salisman: Even cotton pants and china 
have to be contracted in advance. A large 
department store might make a contract six 
months in advance of the actual delivery. Is it 
not going to inhibit the business transactions 
if you make your decision at the time of 
delivery instead of providing provisions for 
telling people what is going to happen at the 
time the sale is made? 


Mr. Grey: Mr. Chairman,—and I am 
involved in prediction here—I would predict 
that the law will be sufficiently detailed that 
without hiring an expensive or even an inex- 
pensive lawyer it will be possible for the 
average customs broker or importer to know 
whether or not the transaction he is about to 
engage in constitutes dumping. It will not be 
that complicated. It will be sufficiently clear 
and detailed to give him guidance. Second, it 
has not been our impression that there were 
many dumping transactions where the 
importer did not know that he was dumping. 
The generality is that people know when they 
are dumping. 


Mr. Hees: Mr. Chairman, this is not in the 
form of a question; it is just something I 
would like to suggest to Mr. Grey and those 
examining this legislation from a practical 
point of view because I know it is something 
that has been done quite regularly in the 
past, especially by big textile manufacturers 
in the United States. They produce in such 
large runs that they can never take a chance 
on being short for the seasons’s run: They 
always have to overproduce. They do it delib- 
erately. At the end of the run they perhaps 
have 115,000 yards over it; they have to sell; 
and the practice that I have run into in busi- 
ness has been that they take a very small 
quantity—perhaps 5,000 yards—invoice it toa 
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special customer in the United States at a 
very low price, establish a home market 
value on that small quantity and then dump 
the 110,000 extra yards in Canada using that 
invoice as proof of fair market value at home. 
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I mention that because I know it has hap- 
pened often. I think it is something that 
should be borne in mind by the department, 
that in determining fair market value they 
make absolutely sure that a single invoice for 
a relatively small quantity of goods of that 
kind is not taken as fair market value. It is 
very unfair to Canadian producers. 


Mr. Grey: Mr. Hees, it is of some interest 
that the new, proposed United States rules, 
which have been published in the federal reg- 
ister and which everyone is now examining, 
deal with this problem. The United States has 
had for many years, and proposes to continue 
to have, precise rules about for how long in 
the home market a quantity discount must 
have been made available, and for what pro- 
portion of the trade, before it will be accept- 
ed as being the subject of a proper allowance 
for deciding whether or not there is a margin 
of dumping. 


Mr. Hees: Are we going to adopt the same 
principle here? It seems to me that we should 
adopt that principle to make sure that goods 
are not dumped in this country and to make 
sure that... 


The Chairman: I do not know if Mr. Grey 
is in a position to answer categorically, but 
presumably this is something... 


Mr. Grey: Mr. Chairman, perhaps one way 
to answer this is to say that I would have 
thought that the committee of officials which 
is drafting some legislation, which will have 
to be considered, of course, by the Ministers, 
would not be doing its job unless it pointed 
out to the Ministers that other countries are 
interpreting the provisions of the code in par- 
ticular ways. What Ministers do with that 
information is a matter I cannot comment on. 


Mr. Hees: Naturally, I cannot expect you to 
make the decisions. I am just hoping that you 
pass along these suggestions to those who are 
doing this important work. 


The Chairman: Mr. Gilbert? 


Mr. Gilbert: Thank you, Mr. Chairman. 
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Mr. Grey, what does the anti-dumping code 
do to attempt to solve the problem of hidden 
dumping that you mentioned in your prelimi- 
nary statement? 


Mr. Grey: Mr. Chairman, primarily, as far 


as the Code is concerned, this is covered by a 


provision relating to the export price. The 
problem of hidden dumping does not cause 
any difficulty in determining what the normal 
value is in the country of export, but it raises 
the question of whether the invoice price 
shown to you by a related firm—which is an 
importer related to the exporter—is in fact an 
accurate reflection of the consideration that 
has passed. There is one paragraph in Article 
2 which makes it clear that national authori- 
ties could make rules about this. The code 
really does not place much limitation on 
this. It says: 


(e) In cases where there is no export 
price or where it appears to the authori- 
ties concerned that the export price is 
unreliable because of association or a 
compensatory arrangement between the 
exporter and the importer or a third 
party, the export price may be construct- 
ed on the basis of the price at which the 
imported products are first resold to an 
independent buyer... 


on the basis of this; 


...or if the products are not resold to an 
independent buyer, or not resold in the 
condition as imported,... 


That might apply to components which were 


incorporated and manufactured by the 
importer, 
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...on such reasonable basis as the 


authorities may determine. 


Then there is this additional sentence: 
In the cases referred to in Article 2 (e) 
allowance for costs, including duties and 
taxes, incurred between importation and 
resale, and for profits accruing, should 
also be made. 


Therefore, if there is a transaction between 
an importer who is related to an exporter and 
the question is raised whether—because | it 
does not appear on the face of the invoice—it 
is dumping and you have reason to doubt, 
because of the association, that that invoiced 
price is the real consideration, you may look 
at the price at which he sold it to an 
independent buyer and deduct the duties and 
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taxes and the profits he made and get a figure 
that you can deem to be the export price, 
which may or may not be lower than the 
stated invoice price. The difference between 
that and the normal value, if any, is the 
margin of dumping. 

The important point here is that it provides 
rules in one category of such cases that surely 
do enable you to get at whether or not that 
export price is the real price, and, in the 
other category, on such reasonable basis as 
the authorities determine. 


Therefore, I feel that the code does not 
inhibit a country such as Canada from mak- 
ing reasonable rules of law to deal will this 
large category of transactions. The word ‘“‘rea- 
sonable,” of course, is an important word 
there. 


Mr. Gilberi: Mr. Grey, am I right in assum- 
ing that the initiative has to come from the 
industry in the first instance? Could it also 
come from the government? 


Mr. Grey: Yes; but the code provides that 
no investigation shall be launched. In the 
United States practice and in the British 
practice investigation involves giving notice; 
and it is a formal concept; so obviously there 
is a Stage before an investigation is launched; 
but they shall not launch an investigation 
unless they have evidence of dumping and 
injury. 

We are attempting to set down very precise 
rules to guide the administrative officials in 
this proposed legislation. Obviously that is a 
different kind of evidence from what you 
have at the end of the process when you 
make a determination. It is designed to pro- 
tect exporters against investigations which 
are merely designed to harass them, and from 
that point of view it is important to Canada 
as an exporter. 

That is the only limitation, though, on the 
right of governments to initiate an investiga- 
tion themselves—that they must have evi- 
dence of dumping and injury that is obvious- 
ly of a prima facie character. 


Mr. Gilberi: May there not be circum- 
stances in which it might be difficult to get 
evidence about this? If it is a captive market 
you are not going to get a complaint from the 
importer here. 


Mr. Grey: You might, though, have a com- 
plaint from a retailer, or from someone who 
felt he could compete in the absence of the 
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captive market; or it may be that officials of 
the Department of Industry would bring 
information to the attention of the customs 
authorities. 


Mr. Gilbert: I see. 


Mr. Grey: There is no limitation at all 
placed on the government’s right to initiate it, 
if there is some kind of evidence; and it is 
quite clear in the context of the code that 
although this has to be real evidence it is of a 
very preliminary character. 


Mr. Gilbert: Thank you, Mr. Grey. 


The Chairman: Gentlemen, if I am not mis- 
taken we appear to have completed our ques- 
tioning of Mr. Grey and Mr. Gherson. I wish 
to thank them for their most enlightening 
presentation. 

We obviously cannot make as much prog- 
ress as we might like on the detailed consid- 
eration of the tariff resolutions with Mr. 
Annis and Mr. Schwarzmann as witnesses. 


I understand they both wish to make brief 
introductory statements which I believe—in 
fact I am confident—could be completed by 5 
o’clock. Perhaps we could have these placed 
on the record so that we could consider them 
on Monday and proceed with our hearing on 
Tuesday. 

Perhaps Mr. Schwarzmann and Dr. Annis 
would now come forward and take their 
places at the table. 


Mr. Salisman: On a point of order. If these 
are written presentations perhaps we could 
move to put them on the record without their 
being read. 


The Chairman: I did not have a chance to 
inquire about the form of these initial presen- 
tations. I have Dr. Annis’ statement. Mr. 
Schwarzmann, do you have a written text? 


Mr. M. Schwarzmann (Assistant Deputy 
Minister (Trade Policy) Department of Trade 
and Commerce): Mr. Chairman, I can make a 
brief comment... 


The Chairman: I understood that you had 
an initial comment to make before Dr. Annis 
and yourself conducted us through the 
concessions we are granting in the related 
gains. Perhaps I was mistaken in this. 
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Mr. Schwarzmann: Mr. Chairman, I do not 
have a prepared statement but I was consid- 
ering making a brief comment before we 
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entered into the details of the tariff list. 
However, I could have a brief statement pre- 
pared to submit for the next session. 


The Chairman: I would prefer, subject to 
what the remainder of the Committee may 
say, that if you could make your comment 
now it could be printed in today’s record and 
we would have it available for our opening 
session on Tuesday morning. We already have 
Dr. Annis’s statement. Do we agree on that? 
We could hear from Mr. Schwarzmann. 


An hon. Member: Are there copies for 
distribution? 


The Chairman: Dr. Annis, do you have any 
extra copies? 


Dr. Annis: Not enough to go around. I only 
have about four copies. 


The Chairman: It will be printed. If I am 
not mistaken, we will have the minutes on 
Monday. That is why I wanted to get this 
initial aspect out of the way before we 
adjourned this afternoon. 


Editor’s Note: The statement tabled by Dr. 
Annis is as follows: 


I understand, Mr. Chairman, that the Com- 
mittee wishes to turn now to Resolution 8, 
and to examine in some detail the tariff 
changes provided for in the very long 
schedule thereto. As you will have noted, it is 
some 130 pages in length, and contains nearly 
a thousand items. 

This is the main resolution providing for 
the implementation, over the period from 
January 1, 1966 to January 1, 1972, of the 
reductions in Canadian tariffs to which Can- 
ada agreed in the Kennedy Round negotia- 
tions. You will have noted that the resolution 
sets out precisely and in complete detail, ex- 
actly how the reductions are to be made, 
whether in one step or five. 

In each case the rates of duty shown in the 
first line opposite an item came provisionally 
into effect on January 1 of this year. Except 
in cases where the final rate was brought into 
effect on that date in a single step, the rates 
to apply on and after January 1 of 1969, 70, 
71 and 72, respectively, appear in subsequent 
lines under the headings British Preferential, 
Most-Favoured-Nation and General Tariffs, 
respectively. 
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The former rates of duty, ie. those that 
applied prior to January 1, 1968, are shown, 
for information only, in the final three 
columns of the schedule. These columns will 
be dropped when the Bill is prepared. Apart 
from this, it is proposed that this schedule 
appear in the Bill to be enacted with no 
change of substance, and only minimal 
changes of form. It must be recognized that 
the Kennedy Round Agreement is a package 
to be accepted or rejected as a whole. 


As regards the three columns of rates, it will 
be noted that there is always a reduction in 
the M.F.N. rate; there is always no change (or 
at any rate no change of substance) in the 
General Tariff; and there is only occasionally 
a change in the B.P. tariff. This follows from 
the fact that it was M.F.N. rates that were 
negotiated at Geneva, and from the general 
GATT rule requiring that these negotiated 
reductions in M.F.N. rates result in conse- 
quential reductions in margins of preference, 
where preferences exist. 


However, while the B.P. rate may be the 
same as the M.F.N., it should never be higher. 
Consequently, wherever the final rate under 
the M.F.N.—that is, the final rate negotiat- 
ed—is lower than the B.P., the resolution pro- 
vides that the B.P. be reduced also. The very 
first item in the schedule is a case in point. 


Where there is a reduction in the B.P. rate, 
this reduction normally is staged over the 
same period and in the same way as the 
M.F.N. However, there are a few departures 
from strict uniformity in the staging. These 
are made to avoid awkward fractions, or for 
other technical reasons. 


Following these general remarks about 
technical matters, possibly we could turn to 
the schedule which commences at page 7 of 
the resolutions. 


You suggested, Mr. Chairman, that officials 
make some initial comments about groups of 
items, in the order in which they appear in 
the schedule, and that following the initial 
comments on each group, members of the 
Committee put any questions which they may 
wish to ask. I would suggest, Mr. Chairman, 
that the first natural group of items in the 
schedule is a broad one, which merits some 
comments as a whole, and then might be 
subdivided for further comment. 


Pages 7 to 29 of the schedule relate to 
agriculture and horticultural products, includ- 
ing tropical products. Taken together, the 


Finance, Trade and Economic Affairs 


371 


items in this broad group cover dutiable 
imports into Canada from all countries of 
nearly $200 million per annum. However, 
tropical or sub-tropical products which do not 


compete directly with Canadian farm prod- 


ucts account for nearly half of this total. 


In terms of our trade with the U.S., we 
gave and received concessions on agricultural 
products to a trade value of about $95 million 
per annum each way. In terms of our total 
trade in such products this is a modest pack- 
age, but I think it can be regarded as a 
worthwhile one. 


As you have all the details in front of you, 
I shall not undertake any extensive review of 
the reductions. It may be worthwhile, howev- 
er, noting the following points in relation to 
trade with the U.S. in agricultural products: 

1. Canada and the United States are 
providing free entry both ways for 
apples, turnips, maple sugar, maple syr- 
up, certain berries, many grass and for- 
age seeds, hay and straw. 

2. Duty reductions of 50 per cent, in 
parallel with the United States, are made 
on fresh pork and fresh carrots. 

3. Out-of-season rates are reduced or 
removed on certain fresh fruits and vege- 
tables, including brussels sprouts, corn on 
the cob, parsley, radishes, green onions, 
apricots, sour cherries and plums. There 
are no significant reductions of in-season 
rates on temperate fresh fruits or 
vegetables. 

4. Duties are reduced on a number of 
processed food products. For cocoa or 
chocolate preparations (including choco- 
late confectionery) rates are reduced 
from 20 or 22% per cent to 15 per cent; 
on cleaned rice from 70 cents to 50 cents 
per cwt.; on biscuits from 20 per cent to 
124 per cent. There is a reduction in the 
duty from 20 per cent to 173 per cent on 
dried, pickled or preserved vegetables, 
vegetable pastes and soups. 

5. The duties on raisins and currants 
are reduced by 50 per cent to 14 cents 
and 2 cents per pound, respectively. 

6. The duty on orange juice, pineapple 
juice and grapefruit juice is reduced 
from 74 per cent to 5 per cent. 

7. There are no reductions in the 
Canadian rates on such important but 
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sensitive products as butter, cheese, ker- 
nel corn, fresh or frozen beef, turkeys, 
chickens, fresh eggs (there are minor 
reductions on two processed egg items on 
which the present rates are out of line), 
or potatoes. 


Mr. Chairman, possibly I could make three 
general comments about these temperate 
agricultural items, and then pause for ques- 
tions before going on to discuss tropical and 
semi-tropical products. 


My first comment relates to the nature of 
these tariff cuts. It is that they either omit 
entirely or go lightly on products which com- 
pete directly with Canadian producers. 


The second comment also relates to the 
nature of the items selected for cuts, but from 
a different aspect. You will note that a good 
many of the reductions involve “input items” 
—vroducts which to some farmers, at least, 
enter into production costs—for example hay, 
straw, field seeds, young fruit trees, even 
dairy cows, are in this category. 


My final comment relates to the reason for 
this cautious approach to cutting tariffs on 
farm products, at a time when we wanted to 
get maximum concessions for our exports. 
The reasons are basically three: 


(a) In general, our tariffs are already 
low in this sector; 


(b) Careful attention was paid to the 
pre-Kennedy briefs and oral representa- 
tions from the farm organizations; these 
urged caution; 

(c) The opportunities to obtain cuts in 
other countries’ tariffs on farms products 
on attractive terms were distinctly limit- 
ed; we got what was available at reasona- 
ble prices. 


Tropical Products 

With regard to tropical products, Canada 
(and also the U.K.) advocated a_ joint 
approach in which all major developed coun- 
tries would accord free entry to the main 
tropical products (except sugar) from all 
sources. Under this approach the Common- 
wealth Caribbean countries and other prefer- 
ential suppliers would have gained more than 
enough in third markets to make up for their 
loss of preferential free access to the Canadi- 
an and British markets. 


In the event, this approach was adopted 
only in part. Third countries such as the EEC 
and Japan were prepared to go part way, but 
not all the way—indeed not much of the way 
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in the case of bananas. Consequently, in order 
to preserve existing margins of preference 
the original Canadian offer on bananas was 
withdrawn completely (and so was that on 
rum). However, significant progress was 
made toward free trade or freer trade in 
tropical products. This should benefit both 
LDC suppliers, and Canadian consumers. You 
will note that the M.F.N. duty is removed 
completely in a single step on cocoa butter, 
green coffee, cocoa beans, nuts, cocoanuts, 
and woven fabrics wholly of jute. Reductions 
are made in the duty on all spices, and also 
on cocoa products roasted coffee, etc. The 
duty on desiccated cocoanut is reduced from 2 
cents to free under the B.P. tariff and from 3 
cents to 1 cent per pound under the M.F.N. 
tariff. 

Before pausing again for questions, may I 
add one further comment? It is what we did 
not ask, and did not receive, any specific 
reciprocal concessions from developing coun- 
tries in return for our concessions on tropical 
products. What we did insist on, and did 
obtain, was an overall package which would 
protect the interests of developing Common- 
wealth countries who now enjoy preferential 
access to the Canadian market. Some of the 
proposed reductions in M.F.N. rates infringe 
margins of preference bound under the Cana- 
da-British West Indies Trade Agreement of 
1926, which, subject to numerous modifica- 
tions, is still in effect. These changes are 
being made with the consent of the Govern- 
ments concerned. 


Mr. Schwarzmann: 
Chairman? 


Shall I proceed, Mr. 


The Chairman: Yes, Mr. Schwarzmann. 


Mr. Schwarzmann: This, by the way, is 
merely a very brief comment before entering 
into the detailed examination of the Canadian 
tariff lists, and I thought I might just make 
two or three points following on Mr. Winters’ 
statement. 

Mr. Winter’s statement outlined in some 
detail the export gains and tariff concessions 
obtained in export markets, so I do not need 
to go into much detail on this. Just to 
recapitulate, I am going to refer to the fact 
that export concessions, as was pointed out 
by Mr. Winters, cover about $3 billion of 
current trade and this is includes wheat. Of 
course, this does not take account of the 
future potential in terms of new export 
opportunities available as a result of the 
concessions received. There is no way of 
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making any precise estimate of this potential 
trade, so that the $3 billion refers to the 
current exports at the time of the conclusion 
of the Kennedy Round. 


The second point—and I think this was also 
referred to by Mr. Winters—is that the max- 
imum tariff concessions which were legally 
authorized under the United States legislation 
during the negotiations were obtained on 
almost all the products of which Canada is 
currently a major supplier to the United 
States market. This includes the 50 per cent 
cut and the removal of duty, that is, free 
entry, wherever this was legally available 
under the United States legislation. In addi- 
tion, of course, there is a wide range of sig- 
nificant concessions in items of current inter- 
est in overseas markets—Europe and Japan. 


The third point, which I thought might be 
of general interest to keep in mind in making 
an assessment of the total package, is that the 
results of a multilateral negotiation based on 
the most favoured nation principle, of course, 
means that there is a multiplication of 
benefits obtained which go well beyond what 
any one country by itself could have obtained 
in separate negotiations with its trading part- 
ners. In this case, as Mr. Winters and I think 
Mr. Sharp also emphasized in his opening 
statement, this it is even more so because of 
the linear character of the tariff cuts made 
on the industrial sector by a major trading 
partner. Therefore in our main export mar- 
kets entire sectors of tariffs on industrial 
goods—manufactured and semi-manufactured 
—have been lowered across the board, which 
brings the tariff levels in most of these coun- 
tries to levels of 10 per cent or below. 
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Finally, Mr. Chairman, referring to the 
publication Foreign Trade, which I think is 
before the members of the Committee, it has 
in it lists of tariff concessions obtained by 
Canada in a number of export markets. I 
should mention that these, of course, are 
selective lists of simply the main items of 
interest to Canada in terms of our current 
export trade. They do not, of course, indicate 
the very wide range of items of interest to us 
in terms of future or potential trade or in 
terms of commodities in which at present we 
are only minor or marginal suppliers. It was 
physically impossible to reproduce in this 
kind of a publication the very wide range of 
concessions of this kind which are available 
to us as a result of the negotiations. These 
cover. several thousand pages of lists of tariff 
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items in all the countries in the GATT. So in 
considering the publications before the Com- 
mittee I think we should bear in mind that 
there are many thousands of items of interest 
to Canadian producers and exporters which 
are not in these lists but which, of course, are 
available and our tariff services in the De- 
partment of Trade and Commerce are in a 
position to provide the detailed information 
on any one of these items of interest. 


The Chairman: Thank you very much, Mr. 
Schwarzmann. I think it would be appropri- 
ate for us to adjourn at this point unless... 


Mr. Hees: I would like to ask Mr. Schwarz- 
mann a question. It is true, is it not, that we 
do not impose tariffs on any goods from any 
country unless there is a producer of those 
goods in this country, and either he or those 
associated with him in the production of those 
goods throughout the country constitute 10 
per cent of the total consumption of those 
goods in this country. Is that not right? 


Mr. Schwarzmann: No. With respect to the 
tariff this does not apply. 


Mr. Hees: I am not talking about dumping. 
We are just talking about the general ques- 
tion of tariffs. 


Dr. Annis: With regard to tariffs, that is 
not so, Mr. Hees. To give you an example, we 
have tariffs on raisins which are not produced 
here, and an important part of the reason is 
that a tariff on foreign raisins, non-Common- 
wealth raisins, was imposed largely for the 
purpose of giving Australia a preference in 
the Canadian market, and Australia in turn 
gives us preferences on a number of goods. 
There are many other examples. There was a 
time when we had a tariff on oranges but this 
no longer applies. 


An _ hon. 
bananas? 


Member: There is a tariff on 


Dr. Annis: Yes. 


The Chairman: They grow bananas in 
Essex County, you know, but I must say so 
far only in greenhouses. 


Mr. Hees: For instance, take the Common- 
wealth countries under our Commonwealth 
system of preference, there would be no tariff 
imposed against any of their products coming 
into Canada provided those products were not 
produced in Canada. Is that right? 


374 


Dr. Annis: That is usually the case both in 
respect of raisins and bananas. In the exam- 
ples we have mentioned that would be the 
case. They are free under the British prefer- 
ential tariff and the rates of duty apply only 
under the most favoured nation and general 
tariffs. It is usually true in respect of other 
goods but it is not necessarily always true. 


Mr. Hees: Why would we impose a tariff 
against goods that we do not produce and 
which are produced by fellow members of ‘the 
Commonwealth? What would be the excuse 
for that? 


Dr. Annis: There may be more than one 
reason but the most frequent reason is really 
largely now an historical one. If one goes 
away back to the time of Confederation, 
tariffs were primarily imposed as a means of 
raising revenue. In the first year after 
Confederation three-quarters of the federal 
revenue came from customs duties. Inciden- 
tally, the amount of the customs duties then 
was about 8 million, which was three-quar- 
ters of the total federal revenue. That is a bit 
of history. Among the higher rates there were 
tariffs on such things as spices and tea one 
other products of that sort. 


Mr. Hees: We carry them on for no other 
reason than the fact that we always have? Is 
that the case? 


Dr. Annis: 
entirely to that. 


No, I would not’ subscribe 


Mr. Hees: Well, what would you say? 


Dr. Annis: Revenue considerations are still 
a consideration. They are not the dominant 
one in most cases but in respect of certain 
tariffs it is certainly a factor. 


Mr. Hees: It seems to me that in the con- 
text of the Kennedy Round that with the 
whole idea now of broadening trade and 
removing trade barriers that I would think 
Canada could set a pretty good example by 
removing trade barriers on any goods that do 
not compete with Canadian goods. I am sur- 
prised that we have not seized on that. 


e 1650 


Dr. Annis: Certainly the trend has been in 
that direction. But, it is a trend that as yet, at 
least, has not been carried completely 
through to what you would regard as the 
logical conclusion. I might suggest that there 
are some who might not fully agree with you. 
There might be some who would say that in 


Finance, Trade and Economic Affairs 


January 18, 1968 


certain cases a revenue tariff is a fairly good 
way, among others, of raising revenue. 


Mr. Hees: Mr. Chairman, is it possible—if 
this is not too large—to get an idea of the 
kind of products we are talking about and the 
amount of revenue raised in that way? 


The Chairman: We could ask Dr. Annis, the 
Director of Tariffs, whether this can be 
extracted from the general tariff without 
creating some voluminous... 


Mr. Hees: I do not want all the little items. 


The Chairman: ...research project. 


Dr. Annis: I think it would be difficult to 
do it in a satisfactory manner. I could quote 
some examples if you like—jot down some 
examples and give them to you here or pri- 
vately. In many instances, of course, it would 
involve a personal judgment to decide wheth- 
er some particular tariffs are, in fact, applica- 
ble to goods that are not made in Canada or 
whether they are being applied to a class 
of goods where some of the goods in question 
are made in Canada and some are not. Inevi- 
tably, of course, we deal with classes. 


The Chairman: May I suggest, before we 
proceed further into this very interesting dis- 
cussion. It is my understanding that Dr. 
Annis will be presenting the balance of his 
evidence by way of discussion of classes or 
groupings of commodities and products, if I 
am not mistaken. 


Dr. Annis: Yes, sir, following what I had 
thought was the Committee’s wish... 


The Chairman: Yes, that is right. 
Dr. Annis: I thought that we could deal... 


Mr. Hees: To simplify my question, could I 
put it this way? Perhaps Mr. Annis could let 
us have, or let me have, a list of the main 
products not produced in Canada which we 
import from members of the British Com- 
monwealth—the so-called underdeveloped 
countries—and against which we charge a 
duty for revenue purposes. I think that makes 
it quite simple. 


Dr. Annis: Yes, that makes it quite simple. 
Also, it would come down to a very small 
list—possibly none at all, if you put it in 
those terms. But there will be goods imported 
from Commonwealth countries, which are not 
produced in Canada, which are subject to 
duty because they fall in “basket” categories. 
We have a “basket” category relating to 
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manufacturers of wood, not otherwise provid- 
ed for... 


Mz. Hees: These are the things I would like 
to know. 


Dr. Annis: We cannot break that down. 


The Chairman: I would suggest to the Com- 
mittee, aside from what Dr. Annis may pre- 
sent directly to Mr. Hees, that we deal with 
these things as we proceed to each category 
so that this will be handled on a reasonably 
organized basis. = . 

I suggest we adjourn now until Tuesday at 
11.00 a.m. at which time we will continue 
with the evidence of Dr. Annis assisted and 
supplemented by Mr. Schwarzmann and their 
respective colleagues. 


Mr. Hees: Yes, that is fine. Mr. Chairman, 
perhaps Dr. Annis could start his evidence on 
Tuesday morning by dealing with the matters 
Path... : 


The Chairman: I had suggested to Dr. An- 
nis, using my prerogative as Chairman which 
may not mean very much, that we deal with 
commodity groupings and _ groupings of 
products. 
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Mr. Clermont: Mr. Chairman, Dr. Annis 
said that in many cases it would be a ques- 
tion of his personal opinion. How can he put 
that on a piece of paper? 


The Chairman: That is another very good 
point. 


Mr. Clermoni: And furthermore, maybe 
Mr. Hees can tell us later, if it is a question 
of revenue, where to find the additional reve- 
nue that we may have lost. 


The Chairman: Order, please. This may be 
an interesting matter to debate which we 
could pursue later-on in our deliberations. 


Mr. Monteith: There was an extra 5 per 
cent surcharge last December. 


Mr. Clermont: You were used to a deficit 
when you were in power. 


An hon. Member: What do you have? 
Mr. Clermont: Six years, six deficits. 


The Chairman: I think it is time to 


adjourn. 
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MINUTES OF PROCEEDINGS 


TUESDAY, January 23, 1968. 
(20) 


The Standing Committee on Finance, Trade and Economic Affairs met at 
11:10 am. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Ballard, Cameron (Nanaimo-Cowichan-The 
Islands), Clermont, Gilbert, Gray, Hees, Irvine, Laflamme, Lambert, Lind, 
Macdonald (Rosedale), Monteith, More (Regina City), Noél, Wahn—(15). 


In attendance: From the Department of Finance: Dr. C. A. Annis, Director 
of Tariffs; Mr. J. Loomer, Tariff Division; From the Department of Trade and 
Commerce: Messrs. M. Schwarzmann, Assistant Deputy Minister (Trade 
Policy); T. M. Burns, Director, Section II, Office of Trade Relations; R. M. 
McKay, Agriculture and Fisheries Branch. 


The Chairman reported that the demand exceeded the supply for copies 
of the printed Proceedings and therefore, on motion of Mr. Clermont, seconded 
by Mr. Irvine, it was 


Resolved,—That this Committee authorize an increase to 1,000 (from 850) 
in English and 500 (from 350) in French of the number of copies printed of 
the Minutes of Proceedings and Evidence. 


The Chairman reported on the witnesses to be heard next week and, in 
accordance with an agreement reached at the meeting of January 18th, Mr. 
Irvine reported that he had telephoned officials of Canadian General Electric 
to ascertain whether they wish to submit a brief. He now stated that it was 
the opinion of CGE officials that the brief of the Canadian Manufacturers’ 
Association presents their views and they therefore do not wish to submit a 
separate brief. 


The Committee resumed consideration of the subject-matter of the proposed 
Customs Tariff resolution. 


The witnesses from the Departments of Finance and Trade and Commerce 
were recalled and Messrs. Annis, Schwarzmann, and Burns were questioned on 
tariff reductions in the field of agricultural and horticultural products. 


Mr. Annis tabled a reply to a question asked by Mr. Hees concerning 
Canadian imports from Commonwealth developing countries which, in accord- 
ance with the decision of the meeting of January 18, 1968, is attached as 
Appendix H. 


At 12:55 p.m., the questioning continuing, the Committee adjourned to 
3:45 p.m. this day. 
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The Committee resumed at 3:52 p.m., the Chairman, Mr. Gray, presiding. 
Members present: Messrs. Cameron (Nanaimo-Cowichan-The Islands), 


Clermont, Gray, Hees, Irvine, Lambert, Latulippe, Lind, Macdonald (Rosedale), 
Monteith, More (Regina City), Noél—(12). 


In attendance: The same as at the morning sitting. 


Messrs. Annis, Schwarzmann, Burns and McKay were questioned on re- 
ductions in tariffs on products in the fields of agriculture, fisheries, beverages, 
paper products, vegetable oils and seeds, and metals. 


At 5:05 p.m. Mr. Lind took the Chair at the request of the Chairman, and 
at 5:25 p.m. the Chairman resumed the Chair. 


The Chairman expressed condolences on behalf of the Committee to the 
family of the late René Tremblay, formerly a member of this Committee. 


The questioning continuing, at 5:50 p.m. the Committee adjourned to 
3:30 p.m. Wednesday, January 24, 1968. 
Dorothy F. Ballantine, 


Clerk of the Committee. 
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The Chairman: Gentlemen, I think we are 
in a position to call the meeting to order. 


[Translation] 
I declare the meeting open. 


[English ] 

First I think we have some routine matters 
to dispose of. The Committee may be happy 
to learn that our proceedings are apparently a 
hit. There has been such a demand for our 
proceedings from the distribution office that 
we have been requested to authorize an 
increase in the number of copies printed of 
our Minutes of Proceedings and Evidence to 
meet the public demand. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Do we _ get the royalties Mr. 
Chairman? 


The Chairman: No. I might look into that. I 
would invite the Committee to authorize an 
increase to 1000 from 850 of the number of 
- copies printed in English of the Minutes of 
Proceedings and Evidence. I assume from 
this, Miss Ballantine, that the quantity we 
have authorized in French has proved suffi- 
cient so far. 


The Clerk of the Committee: Yes. 


Mr. Clermont: What is the quantity author- 
ized in French Mr. Chairman? 


The Chairman: Three hundred and fifty. Of 
course, we would be prepared obviously to 
authorize an. increase in the quantity printed 
in that language if it is not adequate to meet 
the demand. But I gather from the report 
provided me by the Clerk, based on what she 
has been told by the distribution office, the 
demand for the English version has been so 
great that if we do not authorize an increase 
the public will not be supplied. 


[Translation] 


Mr. Clermont: Mr. Chairman, perhaps the 
demand for copies in French has _ not 
increased because they are not yet available. 


[English] 
The Chairman: Oh yes, that is right. I 


think we should note that. You are quite 
right. I think that as a matter of... 


[Translation] 
Mr. Clermont: Mr. Chairman, would the 


Committee object to increasing this 350 to 
500? 


The Chairman: I see no objection to that. It 
is true that it would help the Committee to do 
its work. Last week we tried to have the 
reports gathered by the Committee printed in 
at least one of our official languages. We con- 
tinue to do everything in our power. 


Mr. Clermont: I was informed this morn- 
ing, Mr. Chairman, that the French copies 
would be available very shortly. 
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[English] 

The Chairman: Perhaps we _ should, to 
anticipate a motion of this type later on, also 
authorize an increase... 


[Translation | 
...what number would you suggest, Mr. 
Clermont? 


Mr. Clermont: I would recommend printing 
from 350 to 500 copies if the Committee is 
agreeable. 

[English] 

The Chairman: Mr. Clermont, perhaps that 
could be made into a motion to authorize an 
increase to 1,000 in the number of copies 
printed in English and 500 in the number of 
copies printed in French. 

Do I have a seconder? 


Mr. Irvine: I second the motion. 


[Translation] 

Mr. Clermont; Mr. Chairman, I find that 
satisfactory. 
[English] 

Mr. Ballard: Mr. Chairman, would it not be 
more logical to leave to the discretion of the 
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Chairman the decision on the number of 
copies to be printed? 


The Chairman: I do not believe I have the 
authority to do that. I appreciate this mark of 
confidence, but I doubt that the rules and 
regulations permit this to be done. 


Mr. Ballard: The rules will not allow this 
Committee to make such a motion? 


The Chairman: That the Committee can 
authorize the Chairman to state whatever... 


Mr. Lambert: I agree with Mr. Clermont’s 
proposal, with the rider that it not be manda- 
tory that they print the 500; but that if the 
demand is for that number they be authorized 
to do so. 


The Chairman: All right. 


An hon. Member: I feel that we are wast- 
ing time on this sort of thing. 


The Chairman: It is unfortunate that the 
rules are not more fiexible. This is beyond 
our control. 

Are we agreed on this motion? 


Some hon. Members: Agreed. 


The Chairman: I should report to the Com- 
mittee on the work that I have carried out in 
co-operation with our Clerk to arrange for 
the appearance of witnesses outside the gov- 
ernment sector. 


We have arranged that on Thursday, Janu- 
ary, 25, at. 3:45 p.m., Dr: H. E. Englshywill 
appear on behalf of the Consumers’ Associa- 
tion of Canada; on Tuesday, January 30, 1968 
at 11:00 am. the Canadian Importers’ As- 
sociation Inc. will appear, and at the after- 
noon session the Machinery and Equipment 
Manufacturers’ Association, followed by 
Messrs. Richard and Hooper of Gowling, 
McTavish if time permits; on Thursday, 
February 1, 1968, at 11:00 a.m., we will hear 
the Chemical Producers’ Association, followed 
by the Canadian Salt Company Limited. 

We are, of course, awaiting the results of 
Mr. Irvine’s contacts with General Electric 
and CEMA on whether or not they will be 
submitting briefs by the end of the week. If 
they do so I will certainly direct the Clerk to 
ask them to appear as soon as_ possible 
after... 


Mr. Irvine: We are able to report on that, 
Mr. Chairman. 


The Chairman: Are you able to do that? 
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Mr. Irvine: I have not heard from CEMA 
as yet, but I was talking on the telephone, 
just before I came to this meeting, with Mr. 
Johnson of Canadian General Electric. He 
said that they had reviewed, in detail, the 
brief to be presented by the Canadian Manu- 
facturers’ Association, dated January 10, 
which I believe is on the agenda, and that 
their views on 42700-1 are identical with 
those of the Canadian Manufacturers’ Asso- 


ciation. He also said that their views, gener- — 


ally, on the anti-dumping area that they 
cover and on the non-tariff barriers are much 
the same, with the possible exception of 
heavy duty goods because they know of no 
way of determining how one could arrive at a 
fair market value in this particular area. He 
said that in view of that they would endorse 
the presentation of the Canadian Manufactur- 
ers’ Association and would not be presenting 
a brief. They asked me, however, to thank 
the Committee for its indulgence in this par- 
ticular respect. 
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The Chairman: Thank you, Mr. Irvine. This 
will be noted in our proceedings. 


It has been indicated to our Clerk by the 
Canadian Manufacturers’ Association that 
they do not feel that they are in a position to 
have their delegation appear until the week 
beginning February 5, and they have 
expressed a preference for Thursday, Febru- 
ary 15. I have asked the Clerk to inform them 
that we have to move our work along and I 
presume it would be the Committee’s wish, if 
they do want to appear, that February 5 be 
the date. However, I should report that I 
have been informed by the Clerk that the 
representatives told her that they do not pro- 
pose to make a personal appearance unless 
the Committee asks them to do so. They say 
they have said everything they want to in 
their brief. 

After the briefs have been distributed I 
perhaps can get the view of the Committee on 
whether we want them to appear. Obviously 
this opportunity is available to them. 


Mr. Lamberi: Mr. Chairman, on the basis 
of the timetable that you set out, was it con- 
templated that we would be dealing entirely 
with representatives of the various depart- 
ments this week? I was hoping that we could 
accelerate the appearance of the _ public 
witnesses. 


The Chairman: You are quite right. Unfor- 
tunately, it is not the easiest thing in the 
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world to get these various groups to assemble 
their delegations to appear this week. We 
find, without being peremptory about it, that 
the only group in such a position this week is 
the Consumers’s Association of Canada. 
However, you will notice that we have a 
rather full schedule for the coming week. 


Mr. Lambert: That is what I was concerned 
about, because I have other commitments. 


The Chairman: I can assure you that I 
instructed our Clerk to do everything possible 
to have more of those who have presented 
briefs appear this week, but because of the 
inability of various representatives of various 
groups to be here it was just not possible. 
Unless we want to be more peremptory than 
has been our practice we will have to accept 
the situation. 


Mr. Lamberi: I suggest, for the considera- 
tion of the Committee, that we have to be, 
because on the timetable indicated by the 
Prime Minister for March, with the possibili- 
ty of adjournment by March 10, we really 
will have to hurry if this is going to go 
through the House. 


The Chairman: That is right. 


Mr. Lambert: Therefore, it behooves us to 
get on with it. 


The Chairman: That is right. 


Mr. Lambert: These public representations 
must conform to this timetable. 


The Chairman: That is right. 


Mr. Irvine: Mr. Chairman, if I may add 
something—and this is going to open up 
another sore that I discussed last week—if 
time is so much of the essence would it not 
be sensible for us, now that the House is 
sitting perhaps to sit in the evening as well to 
complete this? We are all here for the pur- 
pose of getting the business rolling. 


The Chairman: We have complete authority 
at this time to sit while the House is sitting. 
The motion I presented on your behalf yes- 
terday was accepted by the House, and sub- 
ject to requirements of staff and other 
obligations of members we are certainly in a 
position to do so. 


As a practical matter I do not think it will 
mean very much this week, because I doubt 
that we can get other outside witnesses to 
appear this week unless we suddenly say 
“Sorry, but you have to turn up.” If we do 
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that it will be at the risk of our not having 
the most knowledgeable spokesmen for these 
groups available to us, and it may not be to 
the best interests of the Committee. However, 
next week, if it is the wish of the Committee 
I can see no reason for our not continuing 
with evening sessions. For example, we have 
three people scheduled to appear on Tuesday. 
It may be that to have proper discussion with 
them and to avoid going over until Thursday 
we could sit in the evening and complete our 
discussion. The same would apply to 
Thursday. 

Perhaps we could make a final decision on 
that after we see how we get along next 
Tuesday. However, you are quite right, Mr. 
Irvine, and we are in a position to do this 
now that the House has resumed its sittings; 
and we are here anyway. 

Is there any further comment on my report 
on the order of witnesses to appear once we 
have finished with the officials? If not, we 
will continue with the witnesses we began 
with last week, namely, Dr. Annis and his 
colleagues from the Department of Finance, 
assisted by Mr. Schwarzmann of the Depart- 
ment of Trade and Commerce and his col- 
leagues from that department. 


Dr. Annis, I believe you have a reply to the 
question raised in a general way by Mr. Hees 
when we adjourned? 


Dr. C. A. Annis (Directer of Tariffs, De- 
pariment of Finance): Yes, Mr. Chairman. At 
the close of the meeting on Thursday Mr. 
Hees asked if we would provide, at the open- 
ing of today’s meeting, a list of any important 
products or imports from Commonwealth 
developing countries that were subject to 
revenue duties on importation into Canada. 
We have prepared such a list on the basis of 
the rates that were in effect as of December 
31, 1967. It turns out to be a short one. Con- 
ceptually at least it can be divided into two 
groups, the first comprising products on 
which, prior to January Ist, there existed a 
British preferential rate of duty that is being 
removed by the resolutions which the Com- 
mittee now has before it; and, secondly, prod- 
ucts on which a British preferential duty 
will remain after the Kennedy Round conces- 
sions come into effect. It turns out that there 
is really only one important product in the 
second group. That is raw sugar. 
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The important items in respect to which 
there were duties existing prior to January 1 
of this year, but which are being removed 
from less developed Commonwealth countries 
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are as follows: cocoa beans, and dates n.0.p., 
that is packaged dates, bulk dates were 
already free; canned pineapples and any nuts 
which had been dutiable up until that time, 
there had been some that had been already 
free, and desiccated coconut. As you see, it is 
a short list and with respect to each of the 
items that I have named the rate under the 
British Preferential Tariff, at any _ rate, 
disappears under the Kennedy resolutions 
and, in fact, in all except one case it disap- 
peared as of January 1 on a provincial basis. 


Mr. Hees: As of now, those come in free? 
Dr. Annis: They come in free. 


Mr. Hees: Do they come in free from all 
countries? 


Dr. Annis: With the exception of desiccated 
coconut, ultimately they will all come in free 
of duty. In the case of canned pineapples, the 
British Preferential Tariff is removed 
immediately and the residual MFN is staged. 
Ultimately they will be free from all coun- 
tries and as of now most of them are already 
free from all countries. 


I might add a comment with regard to 
cocoa beans which is the most important item 
in this list. There has been a special situation 
with regard to that product. In the case of 
this particular item the British Preferential 
Tariff already provides for free entry, but 
because of a rather peculiar provision in the 
Canada-British West Indies Trade Agree- 
ment which goes back to 1926, imports from 
Ghana and from that part of Nigeria which is 
west of the Niger River were excluded from 
the benefits of the preference and, conse- 
quently, those cocoa beans have been dutia- 
ble. Now, as of the January 1 provision we 
substitute ratification by Parliament of the 
legislation or implementation of the resolu- 
tions, that duty has been removed. As I said, 
the only really important remaining item 
where a duty applies to imports from Com- 
' monwealth countries as well as foreign coun- 
tries, and it is a preferential duty in this case, 
is raw sugar imported for refining. 


I do not think that we need to discuss that 
except, possibly, I could give the total 
imports involved. They are large. In 1966 
total imports under this item were valued at 
$43 million of which almost $40 million were 
from Commonwealth countries and most of it 
from Commonwealth developing countries. 
The customs duties collected on imports from 
Commonwealth sources were $4.6 million. I 
have a table here which gives the details of 
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the imports and the duty collected by coun- 
try. If you would like to have that we would 
be very glad to give you a copy, but certainly 
it is long and I think is not worth reading 
into the record or anything of that sort. 


Mr. Lambert; May I ask a supplementary 
question on this point. The question of the 
importation of sugar from Commonwealth 
developing countries is not really the stum- 
bling block with regard to the trade pattern 
between Canada and these countries. I rather 
believe that their representation is not so 
much with regard to the negligible tariff we 
had, but with the guaranteed minimum price 
over a period of years. 


Dr. Annis: I think that that is true, sir, and 
that, of course, is the subject which is dis- 
cussed in another form in connection with the 
International Sugar Agreement and was real- 
ly not an issue in the Kennedy Round 
negotiations. Sugar was, in effect, left out of 
the Kennedy Round and that was very 
acceptable to Canada and it seemed to be the 
way that other countries wanted it, too. Sugar 
really was not discussed at the meetings. 


Mr. Hees: What is the tariff that Common- 
wealth countries are charged on raw sugar 
coming into Canada? 


Dr. Annis: Twenty-eight cents per 100 
pounds on the basis of 96 degree raw sugar. 
There is a scale depending on the test by the 
polarization. 


Mr. Hees: What is the reason for the tariff? 
or 5 


Dr. Annis: There is a mixture of reasons, I 
think, and it seems to me to try to be very 
specific about them would be putting inter- 
pretations on the intention of Parliament in 
previous years. The important thing is that 
the rate against preferential sources is 
twenty-eight cents a hundred, against non- 
preferential sources $1.28 a hundred. There is 
that margin of preference of $1.00 per hun- 
dred which, to our Commonwealth sources, is 
the important thing. In each instance the 
tariff has some revenue aspects; it produces 
quite a lot of revenue: it also has some pro- 
tective content, too. We, after all, do produce 
beet sugar. 


The Chairman: In Alberta and also South- 
western Ontario. 


Dr. Annis: Yes, but it seems to me that this 
pursues that aspect of the story as far as is 
really useful. 
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The Chairman: Mr. Clermont? 


[Translation] 


Mr. Clermont: Mr. Chairman, the witness 
mentioned that he was ready to give to our 
colleague, Mr. Hees, a copy of the informa- 
tion he did not give. Would it not be prefera- 
ble that this be added as an appendix to 
today’s proceedings? 


The Chairman: Yes, that is how we will 
proceed, because the question was brought up 
in an open sitting. This means that the 
answer will be printed in our proceedings. 


Mr. Clermont: But there is other comple- 
mentary information that the witness did not 
give and which he was ready to give to our 
colleague, Mr. Hees. Why would this informa- 
tion not be included in the appendix? 


The Chairman: I understood that all this 
information would be printed when it had 
been given to Mr. Hees. 


[English] 
Am I right in this? 


Dr. Annis: In fact, I might add that this 
table was really all I had intended to give in 
the way of additional information. It seemed 
to me that this was all that was really rele- 
vant to the question. 


The Chairman: Gentlemen, before we pro- 
ceed further I think I may... 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): May I ask a question, first, Mr. Chair- 
man? You mentioned just now that sugar was 
not discussed. Could you tell us why sugar 
was not discussed? 


Dr. Annis: Sugar has been discussed and 
will be discussed further in another context, 
in the context of the negotiation or looking 
towards a revival, I guess is the right word, a 
continuation of an International Sugar Agree- 
ment which would deal with such matters as 
price ranges, supply and that sort of thing. 
This is really the matter, for the time being 
at least, that seems to be of greatest interest 
to those concerned. 


Mr. Macdonald (Rosedale): Incidentally 
cocoa was eliminated for the same reason, 
was it not? 


Dr. Annis: No; in our own case we really 
undertook to remove the duty from cocoa 
beans, and also, I might add, cocoa butter. 
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There has been an MFN duty on cocoa butter, 
but cocoa butter was not included in the list 
to which I have just referred for the reason 
that under the British Preferential Tariff it 
was already free. This was done in the Ken- 
nedy Round. We have already implemented 
our Canadian concessions and as of January 
1, both cocoa beans and cocoa butter are 
being admitted free of duty from all 
countries. 


Mr. Macdonald (Rosedale): Was there an 
inter-relation between the Cocoa Conference 
and UNCTAD’s responsibility for the Cocoa 
Conference and your negotiations? 


Dr. Annis: Not very direct. In this case it 
was possible to consider the rates of duty asa 
separate issue and other countries, apart from 
ourselves, made progress in the direction of 
removing duties from this product. I might 
add that it was only because other countries 
were making progress that it was possible for 
us to remove our duties and with them to 
remove the present margin of preference in 
favour of Commonwealth suppliers with their 
full concurrence. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Did I understand you to say... 


The Chairman: Mr. Cameron, I think this 
Should 6¢ /7: 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I had not finished when Mr. Mac- 
donald interrupted me, I am sorry. 

Did I understand you to say that there is 
going to be a meeting to establish a new 
world agreement on sugar? Could you tell us 
when this is going to be? 


Dr. Annis: I think that I ought to refer that 
question to Mr. Schwarzmann who is really 
more familiar with these matters than I am. 


Mr. M. Schwarzmann (Assistant Deputy 
Minister, Department of Trade and Com- 
merce): Gentlemen, I think it is planned to 
hold a negotiating conference in April of this 
year. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 


lands): Will all the different countries be 
there? 
Mr. Schwarzmann: Yes, there has been 


quite a bit of preparatory work done in con- 
nection with this and I think April has been 
set as a date. 

Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Thank you. 
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The Chairman: I would like to draw to the 
attention of the Committee that Dr. Annis’ 
statement which was accepted for printing, 
shall I say, at the conclusion of our meeting 
last week actually is in two parts; first, some 
brief general introductory comments and then 
his specific comments beginnning with the 
third paragraph from the bottom of the first 
column on page 371 on agricultural and hor- 
ticultural products generally, going on to 
some specific comments on tropical products. 


I gather it was Dr. Annis’ idea that he 
would be able to start sufficiently early that 
these specific comments would give rise to 
questions by the members. Actually what we 
have done since beginning this morning is to 
ask questions which, perhaps by chance, fall 
into the particular category of agricultural 
and horticultural products that are also set 
out in detail in the resolution on pages 7 to 
29. 


I suggest that for the time being we 
attempt to relate our questions to the agricul- 
tural sector before going on to other sectors. 
Am I correct in the way I have analysed the 
statement you presented to us? 


Dr. Annis: Yes, sir, you are. I had not 
intended to say anything further in the way 
of general comments but to leave myself in 
the hands of the Committee. 


The Chairman: Yes. 


Mr. Lamberi: Mr. Chairman, may I ask a 
couple of general questions which may elimi- 
nate a certain amount of _ detailed 
questioning? 

With regard to the animal products as they 
start with item 400-1, we notice that there are 
progressive reductions. In others, among the 
spices and some of the other commodities, we 
find a tendency towards one _ reduction 
straight across the board, usually to the point 
of being free under the MFN. Was there a 
consistent principle, or what was. the 
rationale, behind the type of bargaining that 
went on and the consequent agreement to the 
reduction? 


Dr. Annis: There was a principle and a 
rationale. I do not think I could claim that we 
were completely consistent in applying it in 
that in some cases, in terms of Canadian 
action, what was done was related in part to 
particular domestic considerations. 


But to deal specifically with the points you 
have raised which, it seems to me, illustrate 
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the general case very well, you referred to 
spices and a number of other tropical prod- 
ucts. With respect to such products, in gener- 
al Canada agreed to go to free entry. We did 
not make any specific undertaking regarding 
accelerated application of these, but we had 
regard to general resolutions which had been 
passed both in the GATT and another context 
urging developed countries to accelerate—to 
move in a single step if possible—the conces- 
sions designed to assist the trade of develop- 
ing countries. 


Canada was one of the leaders in urging 
the maximum possible action on tropical prod- 
ucts, and urging that the reduction or remov- 
al of these be applied as quickly as possible, 
so that when it came to providing for the 
implementation of the Canadian commitments 
in respect of tropical products, and also some 
other products of particular interest be devel- 
oping countries, the general principle of 
applying those in a single step was adopted; 
in other words, in most instances as you have 
said, sir, going to “free” as of January 1 ina 
single step. 

This was done largely because of the needs 
and desires of the developing countries, the 
recognition of those needs, and as part of a 
general move among developed countries to 
do what was practicable in this regard. 
Where we moved on tropical products 
—where we undertook obligations—we intro- 
duced the whole of the cut in a single step. 


e 1135 


Mr. Lambert: Subject to correction, Dr. 
Annis, a cursory examination would seem to 
show that concerning these tropical products, 
those who are getting the greatest benefit out 
of this are the non-Commonwealth countries. 
It seems to me that under the old rates, the 
BP rate, tariff was free; in a very large num- 
ber of these particular commodities there was 
a tariff rate with regard to the MFN. That is 
where the step to “free” has taken place, so 
the greatest benefit for developing nations has 
been for those of the non-Commonwealth 
group. 


Dr. Annis: That is perfectly true, Mr. Lam- 
bert, if you look at the Canadian concessions 
in isolation. In our case, by and large, we 
already had provided for free entry under the 
British Preferential Tariff, so that the effect 
of removing our MFN duties was to remove 
existing margins of preference. But the point 
is that we should not look at this isolation; 
this was part of a general package. An impor- 
tant aspect of what was done involved cuts 
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in, and in some cases the removal of, duties 
by our trading partners, by the European 
Economic Community, by the Scandinavian. 
countries, by Japan, and others. 


Our Commonwealth trading partners were 
compensated for the preferences they gave up 
in the Canadian market by getting better 
access—in some cases free entry, and in other 
cases only some reduction in duties—to these 
other markets which are important to them. 


Now, the fact that these other countries in 
some cases were not prepared to go as far as 
we would have been prepared to go, did 
involve a certain amount of limitation on 
what we did. Canada took the position that as 
far as bananas were concerned, which do not 
appear in these resolutions, we would have 
been glad to remove, and our Commonwealth 
trading partners would have been glad to 
have us remove, our MFN rate of duty and 
with it the margin of preference on bananas, 
provided—and it is an important provision 
that countries such as the EEC and Japan also 
would move a good way in this field. 


In fact, it was our judgment and the judg- 
ment of our Commonwealth partners that 
what others were prepared to do in the par- 
ticular case of bananas would not provide 
compensation for them for the loss of 
preferences in the Canadian market and in 
the British market. Both we, and the British, 
withdrew our offers on bananas; in these 
resolutions there is no mention of bananas. 


The Chairman: Gentlemen, is it the wish of 
the Committee to discuss agricultural prod- 
ucts, including tropical products, as a group 
or first to discuss the temperate agricultural 
products and then go on the tropical ones? 


I see that Dr. Annis has broken down his 
remarks in this area to these two categories, 
although it may be equally satisfactory to dis- 
cuss agricultrual products as a whole without 
attempting to have the two categories. 


As I pointed out to the Committee, Dr. 
Annis began his specific remarks on agricul- 
tural products in the third paragraph from 
the bottom in the first column of page 371 of 
our Proceedings of January 18, then began his 
discussion of tropical products in the second 
paragraph from the bottom of the first 
column of page 372 of these Proceedings 
which have been available to us, I believe, 
since Monday. 

If there is no objection, perhaps we can 
discuss agricultural products generally which, 
as I say, are set forth in detail on pages 7 to 
29 of the Tariff Resolutions. 
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Mr. J. Loomer (Tariff Division, Department 
of Finance): Mr. Chairman, might I make a 
suggestion which really follows from a part of 
Mr. Lambert’s question which I did not 
answer; I intended to and then I forgot about 
it: 
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Mr. Lambert referred not only to the tropi- 
cal products, but to the items on page 7, the 
first page of the Resolutions, where the action 
taken to some extent contrasts with the one- 
step revisions implementation of the reduc- 
tion or removal of duties on these LDC 


products. 


It seems to me that it might be worth while 
just taking a look at the items on page 1 
because it happens that they illustrate about 
three different types of staging and, in a 
sense, the reasons for it. 


If I refer to these items, it might save time 
later. If one looks at the first item, horses 
n.o.p.—incidentally, it is an item under which 
our total imports are just over $1 million a 
year, almost entirely from the United States 
—this is an item which is being staged, 
where we are going all the way to free entry 
ultimately. It is an item where possibly we 
might have introduced the changes in one 
step. I do not think the difficulties of doing so 
would have been insuperable at all, but an 
argument for staging was that the Americans 
are staging their concession on the corre- 
sponding items. In this particular case, they 
are not able to go to free, but they are mak- 
ing a 50 per cent cut, and they are going to 
free on a number of other live animals of 
interest to us; live sheep I believe is an 
example. 


A reason for being willing to go to free in 
this instance—in fact, from one point of view, 
I think, we should welcome going to free—is 
that a large part of the imports under this 
item are imports of horses which actually 
would qualify for free entry under another 
item which relates to purebred horses if their 
papers were in order when they reached the 
border. There is a certain amount of trade 
back and forth; purebred stock of any kind is 
entitled to free entry provided the evidence is 
there that it is purebred and qualifies for the 
treatment. What is not purebred, or thorough- 
bred in the case of horses, is normally subject 
to duty, and also the duty would apply at any 
rate when the horses are imported if the 
papers are not in order, and would subse- 
quently be refunded. By providing for free 
entry under this item, an important result 
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will be to avoid quite a lot of paper work and 
trouble for both customs collectors and those 
who have reason to send horses back and 
forth across the border, whether for breeding, 
for permanent use of foals, or for racing, and 
it will involve eliminating a considerable 
amount of red tape that is now necessary in 
this field. So that I think that after 1972 cus- 
toms collectors and others concerned will be 
very glad we have removed the duty on this 
product. 

If one looks at the second item, silver or 
black foxes, you will notice that in a single 
step, the duty of 20 per cent is removed and 
goes all the way to free. Now, one might 
think that that looks pretty drastic, but actu- 
ally in 1966 there were no imports under the 
item. Sometimes there are imports under the 
item. It is one where our competitive position 
is shown; where if the Canadian fox breeder 
or rancher has some reason to import some 
stock, well, more power to him. This was a 
clear-cut case which illustrates the generaliza- 
tion made by Mr. Sharp in the field, that in 
cases where our competitive position was 
.very strong, it would save trouble; we would 
go to free in a single step. 


If one looks down the page further, cows 
imported for dairy purposes, and also animals 
not otherwise provided for, in each case we 
go to free entry, but stage it, as the Ameri- 
cans are staging their corresponding cuts in 
the field. These are products which in a sense 
represent, to at least some farmers, input 
items. They are really, in a sense, the raw 
material for the dairy farmer, and conse- 
quently farm groups would have a mixed 
interest in the removal of this duty; some 
would welcome it, some others might not wel- 
come it, but at least they would not object 
violently. 
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Mr. Monteith: What are the Americans 
doing in that respect? 


Dr. Annis: In that particular item, the 
Americans are going from a rate of 1.5 cents 
a pound to .7 cents a pound. They are not 
going all the way to free on that one. As I 
mentioned previously there are some animals 
where they are going to free. 


Mr. Ballard: Mr. Chairman, keeping in 
mind the remarks which you made about reg- 
istered horses, may we also assume that reg- 
istered cattle to be used for breeding are 
imported free under some other schedule? 


Dr. Annis: Yes, sir; that is correct. 
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Mr. Irvine: Mr. Chairman, this item 503-1, 
silver and black foxes; immediately above 
that you have animals living, not otherwise 
provided. Is that included in this category 
with the silver and black foxes? 


Dr. Annis; Well, the set-up there is not 


very clear, sir, but the explanation is this: 
that the animals living, not otherwise provid- 
ed for, is a sort of general heading, and then, 
silver and black foxes, the cows, and the 
n.o.p. are all sub-headings. 


Mr. Irvine: The rest of these items are fine. 
Thank you very much. 


Dr. Annis: That is correct. Now, just one 
further comment before I leave this page. 
The last two items on the page are more 
important in trade terms; particularly the 
final one, the fresh pork. Fresh pork is a very 
important item in trade between Canada and 
the United States. It is an item where there is 
a two-way trade. In some years it is fairly 
evenly balanced; we may be importing in one 
area at the same time that we are exporting 
in another; in some years the balance will be 
northward, and in some years southward, 
depending on the hog cycle. This is an item 
where Canada and the United States have 
matched rates in the past, and are now 
matching a reduction. There are quite a num- 
ber of agricultural products that are in this 
category, where both we and the United 
States are reducing rates reciprocally in a 
move that it is believed should be of general 
benefit, on balance at least, to the producers 
in both countries, and also to the consumers 
in both countries. 


The Chairman: Mr. Cameron? 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Dr. Annis, I would like to revert to 
this item of cows imported especially for 
dairy purposes. Of course, they are coming in 
free now but I am wondering why have they 
been based on a per-pound basis, because this 
means that certain breeds are more expensive 
to bring in than certain others? 


Dr. Annis: I think that that is partly, I 
suppose, on the basis of analogy. At one time 
the cows for dairy purposes—in fact, prior to 
this—had been dutiable under the same item 
and at the same rates as beef cattle and feed- 
er cattle, and in that as regards beef cattle, I 
think a specific rate of duty of so much per 
pound is really appropriate here. Now, in the 
case of dairy cows, I would agree that it is 
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scarcely appropriate, but at one time there 
was no distinction. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): They were coming in free, anyhow 
but it seemed to be an odd basis of calcula- 
tion; why you had to pay more for a holstein 
than for a jersey. 


Dr. Annis: I agree, sir. 


The Chairman: Mr. Lambert do you have a 
question on this page? 


Mr. Lamberi: No. 


The Chairman: Perhaps I might ask you to 
clarify something for me, Dr. Annis. You said 
that the phrase, animals living n.o.p. is a 
heading. What is the status with respect to 
animals not specifically mentioned? I see 
several items just headed n.o.p. Now, take 
505-1, does that refer to cows, or to animals 
generally? 
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Dr. Annis: That would refer to animals 
generally which are not specifically provided 
for at any place in the tariff, in the tariff as 
contrasted to these Resolutions. If you look 
at the customs tariff you will see that there 
are quite a number of listed categories of 
animals which do not appear here. The n.o.p. 
is a residual category at the end of the item 
and actually is not a very important one 
because the important animals are specified 
—cattle are specified. 


The Chairman: If you move to 705-1, 
another n.o.p. item, does this refer to another 
category of animals in the whole tariff? 
Would that be the case? 


Dr. Annis: In that case the heading which 
is relevant is “Meats, fresh, n.o.p.”’ and under 
that heading we have first ‘“Pork’’, and then 
“Other fresh meats not otherwise provided 
for’. I might add that again in this case in 
looking at the resolutions we are looking ata 
document or a list that is not complete. There 
are items in the tariff which do not appear 
here. There is another item for beef, for 
example. 


Mr. Monteith: There is no change in that. 


Dr. Annis: There is no change in that and 
consequently it does not appear in these 
Resolutions. 


The Chairman: Do members have further 
questions on these categories at this time? 
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Mr. Irvine: In clarification of this item 
which I asked about before and you, Mr. 
Chairman, mentioned it, then this, just above 
503-1, Animals Living, n.o.p., could have been 
in larger type. Then we go down below and 
the next classification is 704-1; one covers the 
living and the other covers just the product. 
Is this right? 


Dr. Annis: Yes that is correct. I certainly 
take your point that the setup here is far 
from ideal. If we were apologizing for some 
aspects of the organization of the Canadian 
tariff we would be on the defensive, in part 
because it is a very old document—the basic 
document is the Customs Tariff of 1907. 


Then a second element in some of the 
apparent disorder is that recently it became 
necessary to renumber the tariff and provide 
for separate six-digit items opposite each 
tariff rating if we were to get from the new 
tabulating computers statistics of imports by 
tariff item. Consequently, in order to in a 
sense meet the design needs of the computers 
and the computer programmers, it was neces- 
sary to insert some general headings for items 
of this sort in the tariff and to assign item 
numbers which were not as logical as the 
previous ones but they did meet the program- 
ming needs of the Dominion Bureau of 
Statistics. 


In a way that may not be a very good 
excuse for that setup which you find confus- 
ing, but at least it is the reason for it. 


Mr. Lamberi: Surely there are no legal res- 
trictions on using uppercase letters or some- 
thing like that for these sub-classifications. 


Dr. Annis: Quite true, sir, and if we had 
specified to the Printing Bureau in this 
case—if our mimeographed copies had been 
done differently—it probably would be 
clearer. 


The Chairman: I gather from your com- 
ments on page 372 of our Proceedings, Dr. 
Annis, that the nature of the cuts we gave 
were limited by the fact that our trading 
partners were not as forthcoming as they 
might otherwise have been in this area. 
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Dr. Annis: Yes, sir. In my judgment that is 
a fair comment—a fair generalization. It must 
be recognized that in the grains agreement 
we, of course, got something of importance to 
Canada that stands on its own feet, but, so far 
as tariff cuts in the agricultural area are con- 
cerned, what we got was limited and what we 
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gave was limited and, in the judgment both 
of the negotiators who were immediately 
responsible for conducting the negotiations 
and of the minister and the government that 
approved it, it was a justifiable and desirable 
package. 


Mr. Lambert: Is it not the case that no 
country is going to give anything, really, with 
regard to agriculture? 

This is at the core of the EEC— it is being 
said by the French that the EEC was 
designed to protect French agriculture. Cana- 
da is no different than any other country—we 
simply protect our agriculture and the others 
do too. 


Dr. Annis: Yes, it seems to me that you put 
it in its extreme form but I would not quarrel 
with what you said. 


The Chairman: This includes the western 
part of our country no less than the other 
parts? 


Mr. Lambert: That is a tougher league. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): As a matter of idle curiosity, Dr. An- 
nis, can you tell us what “Tllipe butter” and 
“Shea butter” are? 


Dr. Annis: They are not very important 
products in commerce but they are vegetable 
fats, I suppose one would call them, which 
originate in Africa and to some extent are 
potential substitutes for some other vegetable 
oils. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): As I said it is just idle curiosity; I 
have never seen the words before. 


Dr. Annis: Would you like to have a more 
extended definition? It happens we thought 
that someone might ask that question. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): No, I brought this on myself. Let the 
matter drop. 


Dr. Annis: All right. 


Mr. Macdonald (Rosedale): Are we taking a 
general survey of the items now or are we 
going through them progressively? 


The Chairman: Well, we are dealing gener- 
ally with the items under the heading of 
Agricultural and Horticultural Products 
which are roughly covered in the... 
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Mr. Macdonald (Rosedale): I know where 
they are, but you are not still confining us to 
animals? 


The Chairman: Oh, no. I felt it was the 
wish of the Committee that we deal with this 
generally. 


Mr. Macdonald (Rosedale): May I ask a 
question, then? 


The Chairman: Yes. 


Mr. Macdonald (Rosedale): Going to tariff 
items 7802-1 and 7803-1 there does not appear 
to be any change from now and the future. 
Why, as a matter of interest, were these two 
put in the Resolutions? Item 7802-1 is for 
gladiolus. 


Dr. Annis: The explanation of that, sir, is 
that one needs to look at those two items in 
relation to the item which immediately pre- 
cedes them. In the past the three items have 
been together but are now split up and the 
duty is removed from certain of these prod- 
ucts; palms, ferns, rubber plants and so on. 
The two remaining parts are the residual of 
the item on which no change is made. 


[Translation | 


Mr. Clermont: Mr. Chairman, I believe 
there is a long list of fruits and vegetables 
which will come in duty-free during the first 
three months of the year, that is, January, 
February and March; and other fruits and 
vegetables will come in duty-free during the 
first six months of the year. Among this latter 
group will there be any which might compete 
with our Canadian vegetables? 


[English] 
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Dr. Annis: I think it is fair to say on that 
matter, sir, concerning the changes which are 
being made at this time that any reduction or 
removal of duties is confined to types of vege- 
tables or periods of the year when the 
imported product is not competitive—I think 
one could go so far as to say clearly not 
competitive—with the Canadian product. Now 
to some extent, in fact to a very large extent, 
the rates and periods which you see in this 
document reflect off-season free entry which 
is already in effect and, in some instances, it 
may be true or might be argued that there is 
a period when there is, if not direct, at least 
indirect, competition with the products of 
either the Canadian field grower or hot-house 
grower who really are producers of that pro- 
duct. But with regard to the changes being 
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made which were very carefully examined by 
the horticultural experts in the Department of 
Agriculture, I think it is fair to say that any 
new concessions given these products, relate 
either to the reduction or removal of off-sea- 
son rates—this would be the normal case—or 
some very minor product which is not 
competitive. 


[Translation ] 


Mr. Clermont: Could you mention two or 
three articles which might be admitted duty- 
free for the first six months of the year. 
Name just two or three. 

[English] 

Dr. Annis: I guess Brussels sprouts is the 
most important and clearest case. The conces- 
sion regarding Brussels sprouts involves the 
removal of the 10 per cent duty which now 
applies from January to June inclusive. A 
note prepared by the experts of the Depart- 
ment of Agriculture says that Canadian pro- 
duction comes on the market in August. It is 
also pointed out that the seasonal duty of 3 
cents a pound, which incidentally is equiva- 
lent to an ad valorem of about 23 per cent, 
normally is applied from late August to late 
December, and in the case of imports in small 
packages, there is an additional 5 per cent ad 
valorem applied. 

More than 90 per cent of our total imports, 
which last year were valued at about $512,000 
entered off-season, so I think the correct 


| inference to draw from this, is that the free 
| entry period, although in this case it is an 


extended period—a six month period—covers 
a part of the year when the imports are pret- 
ty clearly non-competitive for the Canadian 
producer. 


® 1205 
[Translation] 


Mr. Clermont: In a word, our negotiators at 
the GATT conference studied the protection 
which, in certain cases, should be given to 


| producers of fruit and vegetables of Canada? 


[English | 
Dr. Annis: Yes, sir, that is correct. Two 
im- 
portant in this. One was to protect the 
position of the Canadian producer: the second 
was to try to do what was thought the most 
practical in this field, to assist consumers by 
removing or reducing rates of duty in periods 
of the year when imports were not competi- 
tive with the Canadian production. It was for 
this reason that our concessions were confined 
almost entirely to the reduction or removal of 
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off-season duties. I would recognize that it 
could be argued, in some cases, that the off- 
season period for one vegetable is not the 
off-season for another vegetable and that 
there is some degree of substitutability and 
that there is a degree of indirect competition. 


[Translation | 


Mr. Clermont: It was also very important 
to study the needs of the consumer, Mr. 
Chairman. I would like Mr. Annis’ comments 
on items 1605-1 and 1610-1, concerning eggs. I 
note that the tariff on December 31 for Most 
Favoured Nations was 10 cents a pound. Be- 
cause of the Kennedy Round agreements it 
will be reduced on January 1, 1972 to seven 
cents a pound. 


As regards eggs, which might be imported 
from the United States, would these duties be 
the only protection which applied, or would 
there also be a question of quotas? 

[English] 

Dr. Annis; I think the important point to 
note in connection with this item and also the 
following item, sir, is this. There are two 
items relating to eggs which appear in these 
Resolutions. There is another, and I would 
think a more important item, which does not 
appear. The item which does not appear is 
the item relating to shell eggs—eggs in the 
shell—which is the one that would be regard- 
ed as most sensitive from the point of view of 
the Canadian producer. On eggs in the shell, 
the present MFN rate of duty is 34 cents a 
dozen and that rate is bound under previous 
agreements. It is a rather low rate of duty 
and there has been some criticism and some 
concern about eggs imported in the shell from 
the United States and other countries. 


The two items relating to eggs which 
appear on this schedule, you will note, relate 
first to frozen eggs or egg yolk and secondly, 
to dried eggs or egg yolk. As you have men- 
tioned in the case of the first of these, the 
MFN rate of duty will be reduced over five 
steps from 10 cents a pound to 7 cents a 
pound. 

I might add that the calculated ad valorem 
equivalent of that present 10 cents is about 40 
per cent ad valorem—much higher than the 
rate on shell eggs. What is being proposed 
here, speaking generally, at least, is a reduc- 
tion on two items relating to processed eggs 
where the present rates are out of line with 
the more important rate already in effect 
which has not been changed on shell eggs. In 
so far as there is a problem on eggs, I think 
the rate on the shell eggs is the critical one. 
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Mr. Macdonald (Rosedale): Mr. Annis, the 
sun now being over the yardarm, I would 
like to talk about rum, more specifically, Item 
15615-1, Rum, n.o.p. I understand from the 
item that the effect of reduction is that the 
excise duty is being abolished on imported 
spirits. 


Dr. Annis: No, sir. The change on rum is 
really a technical one which involves no 
change in the effect of taxation... 


Mr. Macdonald (Rosedale): In effect of cost. 


Dr. Annis: ... which you will recall was 
increased to the extent of $1.25 per gallon in 
the special mini-Budget in December so the 
excise which is shown here in this tabulation 
of present rates at $13 a proof gallon 
—remember this was prepared in November 
—has now been increased to $14.25. The sig- 
nificance of the change as regards rum is that 
the excise element, the tax element is being 
taken out of the customs tarriff and put 
where it might be suggested it more properly 
belongs, in our tax legislation—so that the 
new rates of duty shown in the left hand 
column here relate to the rates of duty on 
imported products which are separate from 
the taxation. 
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The Chairman: Dr. Annis, can I just 
intrude here. It seems that inadvertently we 
have jumped ahead somewhat, and this may 
be a matter of argument on nomenclature, but 
I think that it could be said that rum is a 
process product made of, cane sugar, and we 
are actually discussing the raw product. Per- 
haps we could reserve our further discussion 
on this until we get to this category in per- 
haps a vain attempt to try to deal with this 
on an orderly basis. 


Mr. Laflamme: I have a question related to 
strawberries. I see that the number 8225-1 
concerns strawberry plant, but what about 
the products—the strawberries? 


Dr. Annis: As far as strawberries are con- 
cerned, as products, there is no change in the 
rates of duty. They are not affected by these 
resolutions. 


Mr. Laflamme: There is no change, but last 
year some manufacturers were able to buy 
their stocks during the off-season from out- 
side, at a lower price than they could get on 
the market from our Canadian producers dur- 
ing the summer time. I have heard of quite a 
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few co-operatives who could not sell their 
products to former clients because they 
bought them from Mexico last year at lower 
prices, during the off-season. 


Dr. Annis; Well, strawberries in common 
with quite a number of other fruits and vege- 
tables are, of course, subject to wide fluctua- 
tions in the size of the crop, and to seasonal 
gluts when prices both in Canada and in the 
United States or in Mexico fluctuate and 
sometimes break rather badly. This gives rise 
to very real problems to producers from time 
to time. 


The only comment that I could make in 
connection with these resolutions is that there 
is nothing in these resolutions as proposed 
here that would intensify those problems. In 
so far as anything is done, I suppose the only 
change is to give the producer duty free 
access to slips or cuttings that he may 
want to import, and I would not contend that 
this is going to be of important benefit to 
him. In so far as it has any effect, it would be 
a help, but it would be a slight one. 


Mr. Lambert: My only comment is, what 
about the poor old consumer, particularly in 
this field? Sometimes it seems to me that you 
are getting taken to the top of the market 
wherever you are, whether it is from the 
United States, Mexico or Canada, and that 
the consumer is the one that catches it in the 
neck; he never gets the benefit of the full 
crop. 


The Chairman: What access do our straw- 
berry plants, or for that matter the strawber- 
ries themselves, have to other markets? 


Dr. Annis: We will attempt to check on 
that, Mr. Chairman, we are not in a position 
to give an answer at the moment. I do not 
think that this is of much practical signifi- 
cance to our exporters in that I do not think 
we supply strawberry plants to the United 
States—not in any significant volume, at any 
rate. 


The Chairman: What about the strawber- 
ries themselves during our own growing 
season? 


Mr. Laflamme: I was not asking about the — 
strawberry plants, I was asking about the | 


strawberries. 


Mr. Schwarzmann: Mr. Chairman, we could 


give you the United States... 


An hon. Member: What are the freights on © 


that item, gentlemen? 
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Mr. Burns: Mr. Chairman, on strawberries 
the United States has two items. The one that 
is of interest, to Canadian exporters, is for a 
period between June 15 and September 15 
when the United States is reducing duties to 
.5 cents per pound for that period. 


The Chairman: And our duties on straw- 
berries remain—not the plant, but the straw- 
berries—remain as they were. Am I correct 
in this? 


Dr. Annis: Yes. And the in-season rate is 1 
2 cents per pound. 


The Chairman: It is higher. 
Dr. Annis: Yes. 


The Chairman: Perhaps I might ask a ques- 
tion at this point about two specific products, 
Doctor. Look at numbers 8728-1 and 8729-1, 
green onions and radishes. The system appar- 
ently used to permit the time when specific 
duty can be applied does not relate to any 
specific months but to periods of weeks. What 
is the system for determining and making 
known to growers, and to the public for that 
matter, when these periods are in existence? 


Dr. Annis: The periods when the seasonal 
rate of duty is invoked are decided on in a 
formal sense by the Minister of National 
Revenue who has officials who consult closely 
with the Canadian Horticultural Council and 
other producer interests concerned, and 
decide each year on periods when these will 
be brought into effect. The periods are 
announced publicly and published and cir- 
culated in customs bulletins which go out 
automatically to everyone who subscribes to 
the service of the Department of National 
Revenue. It is certainly well known in the 
trade immediately. 


Mr. Hees: Mr. Chairman, could I... 


The Chairman: Mr. Ballard is next on my 
list, Mr. Hees. 


Mr. Ballard: Do these dates vary in differ- 
ent parts of Canada? I am thinking about the 
different growing seasons in Ontario as com- 
pared to Western Canada. 


Dr. Annis: Yes, sir. They do. Normally the 
country is divided into regions for the pur- 
pose of imposing these seasonal duties, and in 
fact, in certain areas they may never be 
imposed. If you look at these Fruit and Vege- 
table Bulletins, as they are titled, you will 
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frequently notice that a bulletin will be 
issued applying the seasonal duty to a given 
product, such as_ strawberries, and then 
immediately withdrawing it from the area 
from Fort William west or something like 
that, so that recognition may be given to the 
different seasons in British Columbia on the 
one hand, the Prairies on another, the On- 
tario-Quebec region and then the Maritimes. 


Mr. Ballard: Are these dates published far 
enough in advance that horticulturalists can 
plan their plantings well in advance? 


Dr. Annis: I think it is the other way 
around, really. The dates are set in relation to 
the estimated period in which the Canadian 
crop in a given area will ripen. The seasonal 
duty is usually instituted shortly before the 
anticipated availability date of the Canadian 
crop in order to prevent or minimize any 
tendency for imports to spoil the market in 
the period shortly before the Canadian prod- 
uct comes on the market. 


Mr. Ballard: I see. In other words, if an 
individual market gardener wanted to be safe 
in so far as customs is concerned he would be 
wise to follow the pattern set by all the other 
market gardeners in his area? In other words, 
he could not be an independent person and 
grow cauliflower in a year when other people 
are not growing cauliflower because he may 
be affected by customs duties? 


Dr. Annis: I suppose that is true. The only 
point that I would add would be that it is my 
hunch that in most years, at least, the climate 
and the weather really force them into the 
pattern, and that there would be limits on his 
ability to be independent if he wanted to be. 


The Chairman: 
question for Mr. 
Lambert. 
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Mr. Hees: Could Mr. Annis tell me if there 
have been any changes made with regard to 
canned and fresh apples, tomatoes and peas? 
Those are the three things that grow in my 
area and I have to attend a meeting of can- 
ners and growers tomorrow and they are 
irate about something so I think I better get 
myself armed. Have you any information on 
those things? 


I have a supplementary 
Hees, followed by Mr. 


Dr. Annis: I have part of it certainly, and 
in a moment I think we could supply all of it. 
The first comment is this: as far as apples are 
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concerned, the Americans and ourselves are 
both going, reciprocally, to free entry. 


Mr. Hees: It is free entry now. 

Dr. Annis: No, it is not now, but it will be. 
Mr. Hees: How soon? 

Dr. Annis: In 1972. 


Mr. Hees: What is the situation now? Has 
there been any change since January lst on 
apples? 


Dr. Annis: Yes, one-fifth of the reduction 
has come into effect. If you look at page 26 of 
the Resolutions, at the last item on that page, 
you will see that the present MFN rate is one 
quarter of a cent per pound... 


Mr. Hees: Oh yes. 


Dr. Annis: As of January 1 that went to 
.20 cents per pound. 


Mr. Hees: That is right. 


Dr. Annis: Then it will progressively go 
into “free” on January 1, 1972. 


The Chairman: That continues on to the 
next page, actually. 


Dr. Annis: Oh yes. The United States will 
remove their duty on our apples over the 
same period of time. Now that is the first 
point. 

The second point regards canned fruits. In 
general no change is being made in the rates 
of duty. There is one exception to that, and 
that is canned pineapple. As far as canned 
peaches, or pears, or berries, or strawberries 
are concerned, there. are no_ changes 
whatsoever. 


Mr. Hees: What about. x 


Dr. Annis: The same is true about canned 
corn, incidentally. 


Mr. Hees: 


What about corn, peas and 
tomatoes? 


Dr. Annis: There is no change on any of 
them. I had better just confirm that. Yes, I 
can confirm that there is no change on any of 
those. 


Mr. Hees: Thank you very much, Doctor. 
The Chairman: Mr. Lambert. 


Mr. Lamberti: My question is supplemen- 
tary to Mr. Ballard’s. It arises out of whether 
the Horticultural Council, in approaching the 
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Canadian negotiating authorities, made the 
point that because of advancing technology in 
the storage of vegetables, we are now finding 
a great deal of development in the market 
gardening and in the commercial growing of 
a great number of common vegetables on the 
prairies. This is something which did not 
exist 5 or 8 years ago. They have now been 
able to develop the storage facilities and the 
packaging facilities so that, while they may 
be protected during a certain period of 
import, they are, in actual fact, being 
“bombed” from other regions of the country 
by the big super market chains. Therefore, 
the problem is not necessarily an internation- 
al one but, a national one. It is further 
aggravated, of course, by the entry of vegeta- 
bles from the United States and Mexico. 
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Dr. Annis: The Canadian Horticultural 
Council submitted a very elaborate, compre- 
hensive and good brief to the Committee 
which met under the chairmanship of Hector 
McKinnon in advance of the negotiations. I 
recall that they had quite a lot to say in that 
about the improved methods of storage, inert 
atomospheres and this kind of thing, and the 
fact that this was changing the competitive 
situation. I do not recall them making the 
point about the internal change in the sense 
of western suppliers being “bombed” by the 
super markets. For the purposes of these 
negotiations, of course, this is really an issue 
that was off on one side and is not correctly 
relevant. 


Mr. Lambert: I think that the problem 
Was pointed out when they said thatthe 
improvement in technology and storage and 
so forth did change the situation. I am merely 
pointing out a further facet of it; that the 
internal competition is accentuated by the 
subsequent entry from the outside. This arises 
from the improved technology and storage 
within Canada. 


Dr. Annis: The Council certainly did make 


that point about the change in storage 
methods. 
The Chairman: Mr. Lind did you have 


some questions? 


Mr. Lind: Yes, I do Dr. Annis. What I was 
inquiring about the other day was the export 
of Canadian tobacco to Great Britain and Ja- 
pan. What duty do our exporters have to pay 
on entering these two countries? 
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The Chairman: Perhaps we can ask Mr. 
Schwarzmann and his colleagues to deal with 
that. 


Mr. Schwarzmann: Mr. Chairman, the 
tobacco duties in the United Kingdom are 
revenue duties. They are high. They were not 
changed in the main Kennedy Round Agree- 
ment. The British Preferential rate is 4 
pounds, 5 shillings and 10 pence per pound, 
the MFWN rate is 1 shilling and 6 pence half- 
penny a pound higher than the Preferential 
rate to which Canadian exporters are entitled. 
This means that there is a preference on an 
entry of Canadian tobacco into the United 
Kingdom as against MFN suppliers of about 
20 cents per pound. As I said, that situation 
was not changed in the main Kennedy Round 
Agreement. 

However, in the separate agreement that 
has been mentioned earlier in the Committee, 
relating to the elimination by the United 
States of the American selling price system, 
the British did make a contingent reduc- 
tion—contingent on the U.S. action made 
ASP—to reduce the preference that now 
applies to Canadian tobacco by one quarter or 
about 5 cents a pound, which would leave a 
residual preference of 15 cents per pound for 
Canadian tobacco entering the United King- 
dom, as compared with tobacco entering from 
Most Favoured Nation sources. 

As far as Japan is concerned, I have not 
got the actual tariff rate in front of me but, 
as I understand the situation, tobacco is pur- 
chased in Japan by a state monopoly, so that 
in a sense the tariff itself is not the control- 
ling factor; it is more in relation to the pur- 
chasing by the state monopoly which will 
purchase all the tobacco requirements of Ja- 
pan. Thank you, Mr. Chairman. 


Mr. Lind: Is most of this tobacco exported 
as stemmed tobacco then? 


The Chairman: I think this would be Mr. 
Burns’ field of activity. 


Mr. Burns: Mr. Chairman, our information 
is that as far as the United Kingdom is con- 
cerned, about half of our trade is in stemmed 
tobacco. 


Mr. Lind: And the other half a semi-proc- 
essed, is it? 


Mr. Burns: Yes, sir. 


Mr. Lind: What duty or what tariffs do we 
impose on imported tobacco? 
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The Chairman: Now we turn to Dr. Annis. 


Dr. Annis: With regard to imported tobac- 
co, I think we should make a distinction. 
There is, in the Resolutions, a provision for a 
reduction of the duty on Turkish tobacco. In 
the case of unstemmed Turkish the rate will 
go from 22 cents a pound to 11 cents a 
pound... 


e 1230 
Mr. Lind: On what page is that? 
Dr. Annis: Page 34 of the Resolutions. 
Mr. Lind: Thank you very much. 


Dr. Annis: On Turkish tobacco, both the 
unstemmed and the stemmed, we are mak- 
ing—in fact have made provisionally—a 50 
per cent cut in the rate, from 22 to 11 per 
cent in the case of unstemmed tobacco and 
from 40 to 20 per cent in the case of stemmed 
tobacco. 


Mr. Lind: Do they come in under the Most 
Favoured Nation tariff? 


Dr. Annis: Yes. The imports of Turkish 
tobacco would be under the Most Favoured 
Nation tariff. They are quite small, in fact, 
very small. In 1966 the imports of unstemmed 
tobacco were $94,000 in value and there was 
no stemmed tobacco at all. I make the point 
that Turkish tobacco is not regarded as com- 
petitive with our tobacco; of course, the big 
one being the bright flue-cured for cigarette 
manufacture, or even with our Burley. The 
Turkish tobacco would be used in small quan- 
tities for blending and, consequently, it is 
complementary to Canadian tobacco. As far 
as bright flue-cured tobacco is concerned—the 
kind we produce in Canada and of which we 
are very substantial exporters—no change is 
provided for it in the rates of duty which are 
now 20 cents per pound in the case of 
unstemmed tobacco—that is for cigars—and 
30 cents per pound on stemmed tobacco. 


Mr. Lind: Further to ‘this, I do not see any 
mention here of tobacco that is imported from 
the Union of South Africa. What duty do we 
impose on tobacco coming in from South 
Africa? 


Dr. Annis: Tobacco imported from the 
Union of South Africa would be admitted free 
of duty because of a provision that dates back 
to the Canada-South Africa Tobacco Agree- 
ment of 1932 when we had a trade agreement 
with South Africa—we also had one with 
New Zealand—which provided for the free 
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entry of tobacco from those countries under 
the British Preferential Tariff. 


Mr. Lind: Did your department look into 
the possibility of dumping when this 1.25 
million pounds was brought into Canada in 
December? 


Dr. Annis: The Department of National 
Revenue have been and, I think, still are 
looking into the matter of the proper valua- 
tion of tobacco imported from South Africa. 


Mr. Lind: I understood this tobacco came in 
here at probably half the price that our 
tobacco is selling for on the market. Is that 
not correct? 


Dr. Annis: I am not in the position ‘to veri- 
fy that. The only comment I could make is 
that I am aware of the fact that concern was 
expressed about certain imports and the fear 
that there might be larger imports of South 
African tobacco under distress conditions 
arising, of course, from the disturbed situa- 
tion which prevails because of the Rhodesian 
problem. In that connection, the only com- 
ment I would add would be that this is not 
entirely an ill wind from the point of view of 
our tobacco producers in that at the same 
time that problems have arisen through the 
possible existence of distress tobacco there, 
our market for tobacco in the United King- 
dom has been improved as a result of the 
measures that they have taken with regard to 
Rhodesia. Possibly I should not have said 
even that as this is an area with which I am 
not very familiar. 


Mr. Lind: I realize that, but how much 
tobacco can come in duty free to Canada from 
the Union of South Africa in a year? 
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Dr. Annis: There is no limit on the amount; 
there is no provision for a quota. As far as 
potential limitations are concerned, the only 
point I might add is that sometimes fears 
have been expressed about the possibility of 
Rhodesian 'tobacco being imported. In that 
connection, it is subject to control under the 
Export and Import Permits Act and very 
careful watch is being maintained over that 
situation. 


Mr. Lind: How long is it since we reviewed 
this situation? How far back does this agree- 
ment with the Union of South Africa go? 


Dr. Annis: This goes back to 1932. 
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Mr. Lind: 1932. How long is it since we 
reviewed this? What preferential treatment 
do we get to allow this to come into Canada? 


Dr. Annis: I think Mr. Schwarzmann or Mr. 
Burns would be the right person to answer 
the second part of that question. As regards 
the first part of it, there never has been a 
review of the trade agreement with South 
Africa in the sense of a re-negotiation or a 
rewriting of its provisions since it was origi- 
nally negotiated. There have been changes in 
the margins of preference which we accord to 
them and which they accord to us, arising out 
of reductions in Most Favoured Nation rates 
of duty under trade agreements with third 
countries, in particular the GATT agree- 
ments. Some of the reductions of MFN that 
we are making in these Resolutions before the 
Committee do involve reductions of margins 
of preference which were originally bound 
under our bilateral trade agreement with 
South Africa. This follows from the fact that 
they and we were both participating in the 
Geneva exercise and it is recognized that in 
such a situation when they reduce MFN rates 
of duty, there will be consequential reduc- 
tions in margins of preference. 


Mr. Lind: Then, virtually the Union of 
South Africa could export unlimited quanti- 
ties of duty free tobacco into Canada? 

Dr. Annis: If they could find a market for 
them and recognizing, of course, that if they 
were found to be dumped, the provisions of 
section 6, our anti-dumping provisions, would 
apply. 

Mr. Lind: If our officials of the Department 
of National Revenue who apply this, find out 
that this is Rhodesian tobacco going into 
South Africa and then being further shipped 
into Canada, what action can they take to 
stop this? We are part of a group who are 
applying sanctions to Rhodesia. 


Dr. Annis: The importation of Rhodesian 
tobacco, whether direct or as re-exports from 
South Africa, would be in contravention of 
the provisions of the Export and Import Per- 
mits Act. I do not recall what the penalty 
provisions are for anyone who is caught exer- 
cising fraud in that respect, but possibly Mr. 
Schwarzmann does. 


The Chairman: What department admin- 
isters the Act? 


Mr. Schwarzmann (Assistant Deputy Minis- 
ter—Trade Policy): Mr. Chairman, possibly 
later this afternoon we could provide a state- 
ment on the procedures and the legislation as 
it affects possible evasion of the Export and 
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Import Permits Act, which governs prohibi- 
tion of imports from Rhodesia. 


Mr. Lind: How many of our Canadian 
tobacco companies now have taken advantage 
of this cheap tobacco? 


Dr. Annis: I have no information on that 
and I do not think my colleagues here have. 
We have no information that would indicate 
that the amounts imported have been large. I 
am sure if they were, this would have come to 
light. 


Mr. Lind: Had you not heard before about 
this import of 1.25 million pounds of South 
African tobacco? 


Dr. Annis: Yes; I know the Department of 
Finance, the Department of Agriculture and 


the Department of Trade and Commerce, at 


least, have received representations on this 
matter. 


Mr. Lind: If you are going to give us a 
further statement I will reserve any further 
questions until this afternoon after I get that 
statement. 
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Mr. Lambert: Might I ask a question here? 
In the totality of the Canadian market for 
tobacco, how much does this represent? Is it 
two per cent or five per cent, because it 
seems to me that when we talk about tobacco 
we are into millions of pounds and in billions 
of cigarettes. It seems to me that somebody is 
trying to sweep both sides of the street. 


Dr. Annis: I do not think that we are ina 
position to give a completely precise answer 
to that, but it would be a fraction of one per 
cent I believe. Probably a very large fraction 
of one per cent. 


Mr. 
market? 


Lambert: Of the 


total Canadian 


Dr. Annis: Yes. 


Mr. Lind: May I ask what you mean by 
“sweep both sides of the street?” 


Mr. Lambert: It would be an advantage of 
an up market in so far as export is concerned 


' and trying to block out any competition 
| coming in from another country we have 
| a balance of payments in our favour. 


Mr. Lind: Well I was trying to find out 


| what preferences we get from the Union of 
| South Africa for this concession. 
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The Chairman: This is not an immediate 
concession as I understand it; this is some- 
thing dating from 1932. 


Mr. Lind: Since 1932, that is a pretty long 
agreement. 


The Chairman: I gather that the agreement 
must provide for certain access to South 
Africa markets for Canadian goods. 


Dr. Annis: Yes, sir, it did. I believe I have 
copy with me, but it seems to me it would be 
a mistake to embark on a discussion of it. 


Mr. Lind: I have just one further question. 
Was not that agreement made before tobacco 
became a very important crop in Ontario and 
some of the other provinces? 


Dr. Annis: Certainly the production. of 
tobacco in Ontario has been growing rapidly. 
I believe it had commenced before 1932, had 
it not? 


Mr. Lind: It was not too strong back in 
those years though, was it? 


Dr. Annis: I confess you are beyond my 
depth now. 


Mr. Lind: Well what I am getting at is why 
the agreement of the past 35 years has not 
even been looked at. 


The Chairman: I think we are getting into 
a policy area which it would not be appropri- 
ate to have Dr. Annis comment on. Perhaps 
this is something you could direct to the rele- 
vant ministers. 


Mr. Lind: When I directed it to the rele- 
vant ministers they told me to direct it to Dr. 
Annis. 


The Chairman: That is a tribute to Dr. 
Annis. I do not think that the comment by 
the minister pertained to why the agreement 
was not being renegotiated. If my memory 
serves me correctly, and I have not checked 
the records, but I think your questions at that 
time were with respect to matters of detail 
which Dr. Annis has been dealing with and 
regarding which there will be a further state- 
ment this afternoon. 


Mr. Lind: Well perhaps when they have 
renegotiated and reviewed that agreement of 
1932 we could have that information? 


Mr. Schwarzmann: Mr. Chairman, as Dr. 
Annis said I do not think there has been an 
official renegotiation or review of the trade 
agreement with South Africa since it was 
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concluded, but the trade agreement does 
include, on the South African side, a number 
of preferential tariff rates of interest to 
Canadian exports as well. I do not have the 
details in front of me but we could revert to 
that if you were interested in pursuing the 
matter. You might be interested in having the 
total trade figures for 1966, Canada-South 
Africa. Total exports in 1966 from Canada 
were $75 million and total imports were $27 
million. These are the 1966 figures. 


The Chairman: The balance is quite in our 
favour. You will be able to report to us later 
today or Thursday on the administration of 
the Export and Import Permit Act with 
respect to alleged or possible attempted entry 
of Rhodesian tobacco. 


Mr. Lind: One further area I am concerned 
with Mr. Chairman is the importation of corn. 
I was told the other day that the duty 
imposed on corn coming into this country 
from the United States was 8 cents a bushel. 
Now I notice on page 48 that the rate for the 
most favoured nation is 174 per cenit. How is 
that duty applied? I thought the duty should 
be applied to an f.o.b. delivered product. 
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Dr. Annis: I believe reference was made 
the other day to kernel corn, that is the grain 
corn such as the ground. 


Mr. Lind: Yes. 
corn. 


Not the grounds, kernel 


Dr. Annis: Yes, kernel corn and I answered 
from memory that it was 8 cents a bushel. I 
think we should confirm that that was correct 
for kernel corn. 


The Chairman: Could we clarify something 
here, doctor. The item on page 48 referring to 
corn appears to deal with oil rather than ker- 
nel corn. Am I right or wrong about that. 
This might help clarify the matter. 


Dr. Annis: You are correct in that. 


Mr. Lind: On what page is corn found? 
Perhaps I have the wrong page. 


Dr. Annis: Kernel corn as such is not to be 
found in these Resolutions. In these Resolu- 
tions one will find the word ‘‘corn” appearing 
twice I think. Once is in the context which 
you have noted. At the top of page 48 the 
word ‘‘corn” appears and opposite it are rates 
of MFN, 174 per cent. What you have over- 
looked, sir, is that if you turn back to the 
previous page there is a heading which says: 
“Vegetable oils, crude or crude degummed”’, I 
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beg your pardon, yes, “other than crude or 
crude degummed” and this begins with 
coconut, the second item is corn and then it 
goes on to cottonseed and so on. 


Mr. Lind: Well where do we find the rate 
on corn itself as kernel corn? 


Dr. Annis: In the Customs Tariff. It does 
not appear in these Resolutions, because there 
is no change in that rate. The one other place 
where there is a reference to corn in these 
resolutions is corn on the cob. 


The Chairman: I think that is on page 21. 
Mr, Lind: I will look at that, thank you. 
Dr. Annis: On page 21 did you say sir? 


The Chairman: At least in the resolution 
tabled in Parliament. 


Dr. Annis: In the case of corn on the cob 
there is no change of the in-season rate of 14 
cents per pound, but off-season it will become 
free of duty whereas now there is a duty of 
10 per cent ad valorem off-season. 


Mr. Lind: Is this corn on the cob referred 
to as a vegetable or as a feed grain? 


Dr. Annis: As a vegetable. 
Mr. Lind: As a vegetable? 


Dr. Annis: I just might add the point that | 
14 cents a pound on feed grain would be a _ 
very heavy rate on corn on the cob. | 


Mr. Lind: Then there is no reference at all 
in this to corn on the cob as feed? 


Dr. Annis: That is right sir. 

Mr. Lind: It is listed as a vegetable? 
Dr. Annis: It is a fresh vegetable. 
Mr. Lind: A fresh vegetable. 


The Chairman; I think the problem is relat- | 
ed to the point raised by Mr. Irvine that the © 
printing of the items in this Resolution, or I | 
should say the headings for the various items, — 
might have been done in a little bigger type © 
which would help us to break down the > 
categories. ws 


Mr. Lind: Yes, especially for us older mem- 
bers of the Committee. 


The Chairman: Is there duty free entry of | 
bifocals? Do you have further questions, Mr. | 
Lind? 
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Mr. Lind: No, I have no more thank you, 
Mr. Chairman, until this afternoon. 


The Chairman: Perhaps I could ask just a 
brief question here with respect to grains. 
What is the existing situation generally, not 
merely with respect to these Resolutions, but 
our tariff structure with respect to imports of 
grains into Canada? 


Dr. Annis: Well most grains are dutiable, at 
any rate, under the Most Favoured Nation 
tariffs on entry into Canada and the rates of 
duty in general were not affected by the Ken- 
nedy Round. There was a reduction on rice, 
but I take it you are not interested in that. 


The Chairman: Now the principal grains 
produced in Western Canada are what, 
wheat? 
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Dr. Annis: Wheat, barley, oats and then of 
course rye and the oil seeds. Flaxseed is very 
important and rapeseed is becoming very 
important. 


The Chairman: Yes; and are these the prin- 
cipal products of at least two of the western 
provinces, would you say? This is generally 
with respect to exports, but... 


Dr. Annis: They are all important. 
The Chairman: They are important? 


Dr. Annis: Yes. If I may add one comment, 
I said that there were no changes in these 
resolutions in the rates of duty on grain. I 
was thinking then of the bread and feed 
grains. In the case of rapeseed... 


The Chairman: The duty on rapeseed is 
being removed. One of our colleagues on the 
other side of the House may have some com- 
ment on that but could you tell us what is the 
rate of duty on it? 


An hon. Member: I notice it has gone up on 
rapeseed oil. 


The Chairman: It has gone up on rapeseed 
oil. What is the duty on wheat? 


Dr. Annis: Wheat, under the MFN Tariff, 
is 12 cents a bushel; free under the British 
Preferential Tariff. 


The Chairman: As a practical matter, is it 
commercially feasible to import wheat into 
Canada? 
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Dr. Annis: I believe that small quantities 
are, from time to time, particularly in feed 
wheat. To put it in a different way, there 
certainly have been occasions on which feed 
wheat has been imported into Canada, in bor- 
der areas, at least. 


The Chairman: I will just ask this one 
question and then I will recognize you, Mr. 
Lind. 

If we moved to a system of complete free 
trade in Canada there would obviously be a 
sweeping away of all these duties protecting 
the growers of wheat and other grains in 
Canada. That would follow, naturally. 


Dr. Amnis: I suppose so; and also, of 


course, some other controls... 


An hon. Member: They would have to be 
looked after. 


Dr. Annis: .in that wheat and other 
grains are subject to control under the 
Canadian Wheat Board Act. 


The Chairman: What is the nature of those 
controls? 


Dr. Annis: I think I could answer that, but 
Mr. Schwarzmann is here and he is much 
more expert in this field than I am. 


The Chairman: Tell us very briefly. 


Mr. Schwarzmann: Wheat, oats and barley 
are subject to import control under the 
Canadian Wheat Board Act. Permits have to 
be granted for imports. 


Mr. Clermont: By whom—the Wheat Board? 


Mr. Schwarzmann: It is administered by 
the Wheat Board. 


The Chairman: Of course, quotas and per- 
mits are generally considered a form of pro- 
tection for domestic producers. 
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Mr. Lind: Is this duty on wheat figured on 
No. 1 Northern? What about the lower grades 
of feed grains? What is the tariff on the lower 
grade of wheat, and on feed grains such as 
barley and oats? I do not mean registered 
seed but feeds. 


Dr. Annis: In the case of wheat, the same 
rate of duty, 12 cents a bushel, would apply 
to any quality. There are separate rates of 
duty specified for other products. For exam- 
ple, on rye it is 6 cents a bushel; on oats it is 
4 cents a bushel; and so it goes. 
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Mr. Lind: But it does not vary between No. 
1 and the feed area? 


Dr. Annis: No, sir, it does not. Once they 
are ground there are, of course separate 
provisions for mixed feeds and that kind of 
thing. In the case of grains, no; the same rate 
of duty applies regardless of quality. 


Mr. Lind: Mr. Chairman, I was late for the 
meeting and this point may have been dis- 
cussed. If it has I will drop it. 

What is the situation on cucumbers, which 
are of interest to people with greenhouses in 
the Leamington area? 


The Chairman: This question has not been 
raised. It is five minutes to one. Perhaps you 
could defer it until we resume this afternoon. 
We could then continue the discussion with- 
out interruption. 


Mr. Lind: That will be fine. I will defer it 
until this afternoon. 


The Chairman: Are we in a position to 
adjourn? 


Mr. Clermont: Yes, sir. 


The Chairman: We will adjourn until 3:45 
this afternoon, or as soon as possible after the 
termination of Orders of the Day. 


AFTERNOON SITTING 
e 1555 


The Chairman: Gentlemen, I think we are 
in a position to resume our meeting—unoffi- 
cially, at least, at this stage. When we 
adjourned for lunch I believe Mr. Lind was 
about to ask some questions about cucumbers 
and related products. 


Mr. Lind: Dr. Annis, has there been any 
change in the tariff on cucumbers and 
tomatoes coming into this country from, say, 
the U.S.A. and Mexico in the Kennedy 
Round? 


Dr. Annis: No, sir, not in the Kennedy 
Round. There has been no change in the tariff 
on either cucumbers or tomatoes. 


Mr. Lind: How long has it been since there 
was a change in the tariff? Has it been a 
number of years or has there been another 
change? 


Dr. Annis: The last important change—I 
think I would be correct in saying the last 
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change—that affected either cucumbers or 
tomatoes followed from the 1959 budget intro- 
duced by Mr. Fleming following the receipt of 
a Tariff Board report covering a wide range 
of fruits and vegetables. The resolutions 
introduced at that time resulted in changes in 
the rates of duty on quite a number of fresh 
fruits and vegetables, some of them up and 
some of them down. Actually the Tariff Board 
reference in question originated from the 
request of the producers. But in order to 
implement the proposals and recommenda- 
tions of the Tariff Board where they involved 
increases in bound rates of duty it was neces- 
sary to find compensation within the same 
field; and actually the removal of the off-sea- 
son duty on tomatoes in the mid-winter 
months was part of the compensation for 
increases in in-season rates. It was at that 
time that free entry of tomatoes in the 
months of January, February and March 
originated. I have given that information 
from memory, but I think I am correct. Actu- 
ally, because the question had been raised 
previously I did bring with me a copy of the 
1959 Budget Speech. If you would like to 
have this information I will find it for you. 


Mr. Lind: I would like to have all the 
details if I may, Mr. Chairman. Am I in 
order? 


The Chairman: If it is something that can 
be dealt with in a detailed way by Dr. Annis 
you may wish to consider asking him to pre- 
pare it in writing and submit it to you. The 
reply would then be printed in our proceed- 
ings. On the other hand, if you have a rela- 
tively brief series of questions, which, you 
feel, will elicit the same information, you 
may want to pose them. However, if it is 
something that can be dealt with by Dr. 
Annis in a sort of a narrative form in writ- 
ing, perhaps you may prefer to use that 
alternative. 


Mr. Lind: Mr. Chairman, if I am out of 
order you can stop me. 

As I now understand, the last official tariff 
change in cucumbers and tomatoes was in 
1959, and there is no change in the present 
Kennedy Round reductions. Am I correct? 


Dr. Annis: Yes, sir, you are correct. 


Mr. Lind: My other question is this: Are 
the Ontario Fruit and Vegetable Growers’ 
Association contacting you mainly on behalf 
of the greenhouse operators, or the tomato 
and cucumber growers, shall we say, or is it 
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purely the greenhouse operators who have 
been contacting you? 


Dr. Annis: I cannot answer that question in 
quite the way that you have asked it. There 
have been representations from at least two 
different sources to the government over 
recent months in the general field of fruits 
and vegetables. One of these was a group that 
was speaking primarily on behalf of the pro- 
ducers and canners of fruits, peaches and that 
sort of thing. Their representations were 
endorsed by the Canadian Horticultural 
Council and by some other groups. They did 
not relate directly to either cucumbers or 
tomatoes. 
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Other representations have been received 
by various ministers and government depart- 
ments, at least some of which have been 
made public, which originated from the 
Canadian association of greenhouse operators. 
I do not have its correct title, but, at any 
rate, it is the association of greenhouse pro- 
ducers. Those related very directly and 
specifically to competition from the United 
States and Mexico—particularly Mexico—on 
cucumbers and tomatoes with Canadian 
greenhouse production, and in response to 
these representations the Minister of Finance 
very recently directed to the Tariff Board a 
reference asking it to make a study, and to 
report on the broad subject of the competition 
between field-grown vegetables—in particu- 
lar, tomatoes and cucumbers—and the pro- 
duction of Canadian greenhouse operators. 

The Tariff Board very recently published, 


and has distributed, a notice of hearings on 
that reference. 


Mr. Lind: Through you, Mr. Chairman, 
may I ask whether the government is at the 
present time investigating this complaint 
from the greenhouse operators? 


Dr. Annis: Yes, sir. 


Mr. Lind: And when they find out all the 
circumstances surrounding the situation will 
they be in a position to make recommenda- 
tions to the Tariff Board? 


Dr. Annis: Yes, sir; that is correct. On 
January 3, 1968, the Tariff Board issued a 
public notice which included the text of a 
letter that the Chairman of the Tariff Board 
has received from the Minister of Finance, 
referring to these recommendations and 


Finance, Trade and Economic Affairs 


397 


proposing a reference, and the final sentence 
of it reads: 
I would ask the Board to submit its 
report on this reference as soon as may 
be consistent with a thorough examina- 
tion of these matters. 


The preceding sentence reads: 
If the Board’s study should indicate that 
amendments to the Customs Tariff are 
desirable, I would request the Board to 
include in its report recommendations 
regarding any such amendments. 


You will recall that the reports of the Board 
are made to the Minister of Finance. In effect, 
they are recommendations to the government. 
The Board’s notice asks that proposals on this 
reference be filed with the secretary not later 
than Friday, February 16 1968, and it then 
goes on to give notice of public hearings, the 
first of which will take place on April ist. 


Mr. Lind: Thank you, Dr. Annis; and thank 
you, Mr. Chairman. That gives me the assur- 
ance that the investigation is going on. 


The Chairman: Thank you, Mr. Lind. Are 
there any further question on this matter? 


Mr. Clermont? 


[Translation | 

Mr. Clermont: After the Kennedy agree- 
ments have there been any amendments 
either for imports or exports of cheeses, or 
amendments in tariffs? With regard to 
exports of our cheeses to the United States, 
are they still being made by quotas? 


[English ] 

Dr. Annis: I will answer that in respect of 
the Canadian tariff. No changes arising out of 
the Kennedy Round are proposed in the 
Canadian tariffs on cheese. 

On the export side of the picture Mr. 
Schwarzmann or Mr. Burns would be compe- 
tent to reply. 


The Chairman: Mr. Burns, I see you are 
ready to make a comment. 


Mr. T. M. Burns (Director, Section II, Office 
of Trade Relations, Depariment of Trade and 
Commerce): Mr. Chairman, the United States 
made no reduction in the tariff on cheddar 
cheese, but they did in fact, in the course of 
the negotiations, make a number of reductions 
on specialty cheeses. 


The Chairman: Thank you, Mr. Burns. 
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[Translation | 


Do you still have any more questions Mr. 
Clermont? 
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Mr. Clermont: Yes, Dr. Annis, I think the 
United States have abolished all tariffs of five 
per cent or less on a group of products either 
forest, fisheries or industrial products. Have 
other countries done the same, having 
reduced or abolished all tariffs of five per 
cent or less? 


[English] 

Dr. Annis: Again the representatives of the 
Department of Trade and Commerce would 
be best able to deal with that question. 


The Chairman: Mr. Schwarzmann, or one 
of your colleagues? 


Mr. T. M. Burns (Director, Section II, Of- 
fice of Trade Relations, Department of Trade 
and Commerce): Mr. Chairman, this is a very 
difficult question to answer in totality but I 
think one could say that for most participants 
in the negotiations the main emphasis was on 
the 50 per cent linear cut. The United States 
had this rather special authority under which 
they could eliminate 5 per cent tariffs or less. 
But in products of particular interest to Cana- 
da I cannot think of any in the EEC or in 
Japan, for example, where tariffs were abol- 
ished altogether even where they may have 
been at levels of 5 per cent or less. Thank 
you, Mr. Chairman. 


The Chairman: Thank you, Mr. Burns. 
Are there further questions on the agricul- 
tural sector of the Tariff Resolution? 


Mr. Monteith: This is not related to any- 
thing in our Resolution, but Dr. Annis men- 
tioned earlier that we did not make any 
changes or any reductions so far as various 
types of cheeses are concerned. I wonder 
whether he would mind indicating just what 
our present tariffs are on specialty cheeses or 
cheddar cheese coming in here, and so on. 


Dr. Annis: Our MFN rate of duty, that is 
the rate that applies to all non-Common- 
wealth countries, is 3 cents a pound on ched- 
dar cheese and that same rate of duty would 
apply to specialty cheeses. We do not have a 
list of special rates such as the United States 
does. 


The Chairman: Mr. Lambert? 
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Mr. Lambert: With regard to fish, Mr. 
Chairman, there is an extensive number of 
graduated reductions in many categories of 
fish. I believe our biggest fish market is in 
the United States. What generally has been 
the pattern of the United States reductions 
with regard to fresh fish? 


The Chairman: Before inviting the officials 
to answer I take it that we agree we have 
concluded our consideration of the pages 
dealing with agriculture and that we can 
move on to the section which follows immedi- 
ately on fisheries. 


Dr. Annis: Mr. Chairman, before we do 
that could I introduce a correction to what I 
just said in the matter of cheese? Our basic 
statutory rate on all cheese is 3.5 cents a 
pound. There is an excerpt from that which 
provides for a rate of 3 cents on cheddar 
cheese. When I read it I gave the excerpt as 
applying to all cheeses; in fact, it does not. 
Specialty cheeses imported into Canada 
would be at 3.5 cents a pound rather than 3 
cenis. 


The Chairman: Mr. Clermont? 


Mr. Clermont: In my question that was 
partly replied to by Mr. Burns I asked also if 
there was any quota on Canadian cheese 
shipped to the United States. I know we are 
on quota, but did this quota increase last year 
compared, let us say, with 1965 and 1966? 


Mr. Schwarzmann: The United States main- 
tains import quotas on cheddar cheese and 
over the last year or so changes have been 
made in the U.S. Quota system, including 
the establishment of a special quota for 
Canadian-type cheddar cheese, which sub- 
stantially improve our access to the U.S. 
market in that particular commodity. 
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Mr. Clermont: Mr. Schwarzmann, are we 
importing cheese from the United States to 
Canada? 


Mr. Schwarzmann: Yes, we have significant 
imports of various types of cheeses from the 
United States but not in the particular area of 
cheddar, though. 


Mr. Clermont: Are they on quota or is it in 
free quantity? 


Mr. Schwarzmann: So far as Canada is con- 
cerned there are no quotas on cheese other 
than cheddar. 
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The Chairman: Have we completed this 
segment? If so, I think we can move on to 
fish. I believe Mr. Lambert had a question on 
fish. 


Mr. Schwarzmann: Mr. Chairman, there 
was a question on Rhodesian tobacco. I could 
make some comment concerning that on the 
question of import control. 


The Chairman: Perhaps we could hear 
from you on that now, Mr. Schwarzmann, in 
response to a question posed by Mr. Lind. 


Mr. Schwarzmann: Yes, Mr. Chairman. 
There are two basic legal instruments that 
apply with respects to imports of Rhodesian 
tobacco. One is the Order in Council of Feb- 
ruary 10, 1966, PC 1966—289, which places 
all Rhodesian origin goods under the Export 
and Import Permits Act and it is government 
policy not to grant permits for imports of 
Rhodesian origin goods except in special cases 
for humanitarian reasons. 


In addition to this Order in Council there is 
the United Nations Rhodesia act, or Rhode- 
sian regulations passed in Parliament pursu- 
ant to the United Nations resolutions on 
Rhodesia, which specifically list tobacco 
among the commodities embargoed so far as 
imports into Canada are concerned. This was 
applied under Order in Council, PC 1967—323 
of February 21, 1967. 


The Export and Import Permits Act under 
section 17 provides that no false declarations 
or misrepresentations shall be made with 
respect to imports coming under that Act. 
The customs declarations accompanying ship- 
ments of tobacco or other commodities must 
show the country of origin, not only the coun- 
try of shipment but the country of origin, of 
the goods concerned. If there is reason to 
doubt the validity or the reliability of such 
declarations, the Department of National 
Revenue or the RCMP charged with the 


responsibility for investigating this may 
require certificates of origin from _ the 
supplier. 


Finally, if there were to be evidence of 
evasion, fraud or falsification of documents 
there are penalties provided under the Act. 
This would be a criminal offence and there 
would be penalties relating both to fines and 
imprisonment. 


Mr. Lind: Mr. Chairman, you mentioned 
Rhodesian tobacco twice. This morning I was 
talking about tobacco that was shipped from 
South Africa. Are you now sure that this 
tobacco came from Rhodesia? 
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The Chairman: No, in fairness to Mr. 
Schwarzmann, I think he understood that in 
addition to information on access to South 
African markets and the reverse for Canada 
you wanted some information on the system 
of controlling unlawful import into Canada of 
tobacco found to have been of Rhodesian ori- 
gin. I think it is in that context that he made 
his report to us. 


Mr. Lind: Well, I never mentioned the 
word “Rhodesian” this morning. I spoke 
entirely of imports from the Union of South 
Africa. It was from there that the word 
‘‘Rhodesian”’ came into it and Dr. Annis men- 
tioned it. 


The Chairman: I think there was some ref- 
erence to... 


Mr. Lind: I agree there was a reference but 
I never mentioned it. 


The Chairman: That may be. 
e 1615 


Dr. Annis: I think, Mr. Chairman, that 
probably I must plead guilty to being the first 
one to mention the word “Rhodesia”. My rea- 
son for doing so was that I was aware some 
of the questions or unease about potential 
imports of tobacco had been coupled with the 
allegation that there might be, or was, some 
risk of Rhodesian tobacco coming here 
improperly and my purpose in mentioning it 
was to direct attention to the fact that pre- 
cautions were being taken to make sure that 
did not happen 


Mr. Lind: Then there is a thorough investi- 
gation going on in the Department now to 
ascertain whether or not this tobacco that was 
supposed to have originated in South Africa 
was actually Rhodesian? 


Mr. Schwarzmann: Mr. Chairman, I may 
have misunderstood but I was under the 
impression that we were asked whether we 
might provide an indication of the way in 
which the import control act is administered 
in relation to possible imports of tobacco 
from Rhodesia. 


Mr. Lind: Of course, I was referring this 
morning to an actual shipment that took place 
in 1967. 


Mr. Schwarzmann: As far as I know, Mr. 
Chairman, I do not think the issue has been 
raised with respect to any of these shipments 
of South African tobacco as to whether the 
documentation or the source of origin was 
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false or involved any evasion of the import 
control act. 


Mr. Lind: If it were found out that this 
tobacco originated other than from the Union 
of South Africa, is there any way your 
department could apply dumping duties or 
restrictive measures to control the entry of 
this tobacco into Canada? 


Mr. Schwarzmann: Mr. Chairman, I think 
the question of evasion of the import control 
act is a completely different issue from the 
question of dumping. In other words, tobacco 
is embargoed from Rhodesia, so if it were 
found that there was some falsification of 
documents and so on and that the tobacco 
was indeed of Rhodesian origin, this would be 
a criminal offence and the penalty would 


apply. 


Mr. Monteith: May I ask a supplementary 
that seems to fit in here, Mr. Chairman? How 
could action be taken against such a criminal 
offence if the documents were falsified, for 
arguments sake, in South Africa? 


Mr. Schwarzmann: How could it be po- 


liced? In other words, how could we take 
action? 


Mr. Monteith: Yes, how could we, in this 
country, police it? We could stop it from hap- 
pening in the future, but you really could not 
take any action against past offences. 


Mr. Schwarzmann: Actually, we could take 
action against the importer and the investiga- 
tion would be carried out through our post in 
South Africa, if necessary. 


Mr. Lind: I have one further question, Mr. 
Chairman. If this tobacco coming in is further 
processed in Canada and then shipped on to 
the United Kingdom, will it not carry an 
import duty by the United Kingdom? 


The Chairman: Not for South African 


tobacco. 


Mr. Lind: I am talking about South African 
or any tobacco, when it is blended with our 
Canadian tobacco. Suppose we tax the compa- 
ny or give them an anti-dumping duty tax on 
this imported tobacco, is there any relief if 
they export it again? Do they get that duty 
back? 


Dr. Annis: When imported goods are incor- 
porated in products manufactured in Canada 
and then the product is exported, it is open to 
the exporter to apply for an export draw- 
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back of 99 per cent of the duty paid on the 
imported materials. When he presents the 
proper documentation he would receive, as a 
refund, 99 per cent of the duty paid on the 
materials incorporated in the Canadian goods 
which are exported. 


Mr. Lind: Then, even if we fined these 
people for bringing in this tobacco, if it were 
found it had been brought in illegally, they 
would get it back if it were incorporated in a 
product and exported to the United Kingdom. 
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Dr. Annis: I think, Mr. Chairman, we need 
to draw a distinction between import duty, 
which is levied in the normal course for legal 
transactions, and a fine which might be 
imposed for an illegal importation of some- 
thing, the importation of which was prohibit- 
ed. That would not be subject to export draw 
back, 


Mr. Lind: I am talking about a dumping 
duty tax that is levied. In that case would it 
be permissible for a draw back? 


Dr. Annis: Yes. 
Mr. Lind: It would? 
Dr. Annis: Yes. 


Mr. Macdonald (Rosedale): Mr. Chairman, 
in this connection, if it were established that 
the South African tobacco had been exported 
to Canada as part of a marketing scheme 
whereby the market price of the tobacco in 
South Africa was artificially affected would 
countervailing duties of some kind be appli- 
cable here in Canada if, in fact, the tobacco 
was being introduced or the Canadian market 
below its real cost? I am not talking about 
the initiative of just an exporter but the 
initiative that might have been taken by the 
South African Government. 


Dr. Annis: Canada has a provision for the 
imposition of countervailing duties. It is 
under section 6(a) of the Customs Tariff 
under certain circumstances, but the applica- 
tion of ‘countervailing duties is not automatic. 
Two conditions must be fulfilled before they 
are applied. First, there must be an export 
subsidy and, second an order in council must 
be passed providing for the application of 
countervailing duties. This is not only a high- 
ly exceptional action, it is a provision which, 
while it is there as a potential protective 
device, in fact, has not been used. 
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Mr. Macdonald (Rosedale): 
been used? 


It has never 


Dr. Annis: It has never been used. 


Mr. Macdonald (Rosedale): I see. It 
required more than administrative action 
within the Department of National Revenue? 


Dr. Annis: Yes, it requires action by the 
Governor in Council. Possibly I could make 
one other remark. I am not sure whether it is 
in order or not, but it seems to me, Mr. 
Chairman, that in talking so much about this 
subject we might give a hearer the impres- 
sion that quantitatively this matter is much 
more important than it really is. Canada, as 
an important exporter of raw tobacco to the 
United Kingdom, has a large continuing mar- 
ket there, but when it comes to tobacco prod- 
ucts, be it cigarettes or other things our 
exports are rather small and it seems to me 
that the problem of imported tobacco entering 
into such exports is largely a _ theoretical 
question rather than a practical one. Al- 
though, in saying this, I guess I am stepping 
outside my proper field in making this 
comment. 


Mr. Lind: Mr. Chairman, I have one fur- 
ther question. I have always understood that 
this tobacco is semi-processed before it is 
exported from Canada. Is that not true? 


Dr. Annis: I think we had better refer that 
question to the Mr. McKay. 


Mr. McKay (Agriculture & Fisheries 
Branch, Department of Trade & Commerce): 
The Canadian industry has three segments, 
the growers, the processors and the manu- 
facturers, and although we always call the 
export commodity unmanufactured, it has 
been processed by in quite an extensive way. 
That product could be re-dried leaf tobacco 
straight or it could be fairly highly processed 
and there would be so many hogsheads of 
stems and so many of lamina going out 
together. 


Mr. Lind: Thank you. 


The Chairman: I think we can pass on to 
fisheries. Mr. Lambert, do you have a 
question? 


Mr. Lambert: Yes. 


Because of the rather extensive reductions 
in Canadian tariffs on what I would call, gen- 
erally, classes of fish, have there been com- 
pensating reductions in the American tariff 
on fish, and particularly on fresh fish, which 
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naturally represents a good part of the 
Canadian fish export market? 


@ 1625 


The Chairman: Mr. Schwarzmann or Dr. 
Annis, or whoever prefers to deal with this. 


Dr. Annis: It seems to me, Mr. Chairman, 
that possibly this question could be dealt with 
in two segments. Mr. Schwarzmann may 
wish to go into some detail in response to the 
invitation to outline the very important 
benefits which we got on the export side on 
fish. 


Perhaps I might say a little on the other 
side first. That would seem to me to be a 
more natural order. 


As you know, Canada is a very large 
exporter of fish and a relatively small import- 
er. The United States is the main export mar- 
ket. Our imports come from a number of 
sources, such as Norway, Sweden, Portugal, 
Japan, Peru and the United States, with the 
latter being the major source in most areas. 
However, the imports are not tremendously 


large in relation to our market, or our 
production. 
Mr. Winters referred to the valuable 


concessions that we got on the export side, 
and I have no doubt that Mr. Schwarzmann 
will be very happy to expand on that. 


Mr. Winters mentioned that the United 
States, as our principal market, was removing 
entirely, on imports of fish from Canada, 
duties of the order of $91 million a year. I 
mention that figure because on the other side 
our imports are much smaller than that. 


Canada, for its part, agreed in the Kennedy 
Round to provide for free entry of fresh, 
frozen, pickled and dried fish, and for 
shrimp. The duties on most prepared and 
canned fish—and I include in this group sar- 
dines, anchovies, herring, salmon, oysters, 
clams, lobsters and crabs—will be reduced 
by 50 per cent. On fish oils there is a reduc- 
tion from 174 or 20 per cent to 15 per cent. 


In terms of 1966 imports the coverage of 
the Canadian concessions—that is, either 
reduction or removal of duties—is $23 million 
of imports from all countries, and duties are 
being removed completely on about $16 mil- 
lion of import trade. 


Shrimp is the most important item in our 
list of concessions. Nearly all of the imports 
came from the United States, and in 1966 
they were a little over $9 million. They are 
not very directly competitive with Canadian 
seafoods. 
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I may add that Canadian fisheries interests 
have not taken exception to any of the reduc- 
tions which we are making in this field, and I 
think it would be fair to say that they are 
very very happy with the fact that the reduc- 
tions on both sides have been so almost uni- 
versal and so deep. This is an area in which 
going the limit in tariff reductions on both 
sides of the border certainly works out to our 
advantage. 


Before closing I might just mention one 
item on which Canada did not offer any 
reduction. This is item 12100-1 which relates 
to what is described as fish preserved in oil, 
n.o.p. Consequently, you will not find this 
item in the resolutions. In this case, there is 
no change in the present MFN rate of 20 per 
cent. Behind that fact is the further fact that 
most of the imports come from Japan and 
that a new tuna canning plant has just come 
into production at St. Andrews in New Bruns- 
wick. It is in the process of acquiring the 
sea-going vessels to bring tuna to Canada 
from offshore, some of it from quite distant 
sources, for canning in this new facility. 
Some tuna, of course, is already canned on 
the West Coast. 


There is nothing more I need to say on this 
and Mr. Schwarzmann will no doubt, be glad 
to fill in detail on what we got on the export 
side in this field. 


Mr. Schwarzmann: Mr. Chairman, in the 
fisheries sector we obtained the maximum 
tariff concessions available under United 
States legislation on all the fisheries products 
which we export to the United States. The 
only exception is ground fish fillets which 
were excluded from the Kennedy Round by 
the United States. On all the other frozen 
and salt fish items we obtained either removal 
of duty where the tariff was 5 per cent or less, 
or the full 50 per cent cut in the United 
States. You will see on page 14 of the publi- 
cation Foreign Trade a list of the main items 
involved. As was mentioned, over $91 million 
of fisheries products will be moving to free 
entry into the United States market, and an 
additional $740,000 worth of fisheries items 
into the United States market will be getting 
the 50 per cent tariff reduction. 

I should mention, in addition, one particu- 
lar item in which we have at present no 
trade, or very marginal trade, because of the 
very high level of the United States tariff and 
in which, for the first time, we will be able to 
envisage some quite important future trade. 
This is the item covering breaded or cooked 
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fish sticks or fish fillets on which the United 
States tariff was 30 per cent. It will be going 
down to 15 per cent. This is a new opening. 

There were tariff reductions of some inter- 
est to us in the European Common Market on 
canned salmon and on fresh and frozen trout 
where the 50 per cent cut was obtained, and 
one small item in Japan, fish roe. But the big 
export gain certainly is in the United States 
market, which is the major market for fish 
exports, and there we have obtained very 
substantial cuts, including free entry on a 
very large portion of the trade. 


Mr. Lambert: If I may ask one further 
question, are these substantial reductions in 
American tariffs on fish roughly proportionate 
as between freshwater fish and deep sea fish? 

Mr. Schwarzmann: They cover both types. 


Mr. Lambert: I see. 


Mr. Schwarzmann: All the types of fish 
which we export to the United States. 


_ Mr. Lambert: That is fine. Thank you. 


The Chairman: Are there any further ques- 
tions on the fisheries segment of _ this 
resolution. 

If there are not, I suggest we move on to 
page 34. We have already discussed the tobac- 
co items. If there are no questions on the 
items immediately preceding, with respect to 
candy and maple products and other syrups, I 
suggest we move on to the segment dealing 
with beverages and fruit juices. I believe Mr. 
Macdonald was asking some questions about 
rum. I may have cut him off before he was 
finished. 


Mr. Macdonald (Rosedale): Mr. Annis, as I 
understand it there has, in effect, been no 
change in the effective protection against rum 
importations into Canada? In other words, 
the 50 cent tariff per gallon proof still 
remains? 


Dr. Annis: Yes, sir; it is correct that there 
is no change in the effective protection on 
rum. The 50 cents is the rate under the BP 
tariff. Under the MFN tariff the protective 
rate on rum is $2. 


Mr. Macdonald (Rosedale): That pretty 
effectively excludes my make, I would think. 


Dr. Annis: This is a substantial rate of duty 
but it does not by any means entirely exclude 
Puerto Rico. 
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Mr. Macdonald (Rosedale): 
Bacardi is... 


That is why 


Dr. Annis: It does get $2 more than others. 
It does give Jamaica and the Barbados a 
rather good edge, which is one reason for 
the'r rum selling well on the Canadian 
market. 


Mr. Macdonald (Rosedale): Perhaps you 
could explain one thing for me. As I under- 
stand it, proof is a defined standard. What 
happens if overproof rum comes in? Does this 
mean that it is 50 cents plus on this rum? 
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Dr. Annis: Yes, it does. As you say, proof is 
the defined standard, which is defined in 
terms of a mixture between distilled water 
and pure alcohol, and the rates of duty are 
levied in relation to the proof spirit. If any 
liquor—this is true of the whiskey in any 
event—is above proof, then the rate of duty 
is proportionately more; if it is below proof, 
it is proportionately less. We have referred, 
in the case of rum, to the fact that there is no 
change in the protective component—the pro- 
tective element. This is not the case with 
whiskey, gin, brandy and vodka. In the case 
of those beverages, the protective component, 
after allowance has been made for excise 
duties, is being reduced. This applies in the 
case of whiskey, for example, and this is also 
true of gin and vodka. 


Mr. Macdonaid (Rosedale): 
whiskey—“e-y’’—15605-1? 


That is 


Dr. Annis: Yes. The spelling is a carry-over 
from what is in the tariffs now; we hesitated, 
I must say, as to how to spell it. 


Mr. Macdonald (Rosedale): Is it only the 
Americans who have two items, “Canadian 
whiskey”? and ‘“‘whiskey’’, or do we have the 
same? 


Dr. Annis: We have just the one item for 
whiskey. 


Mr. Macdonald (Rosedale): I presume 
nobody is competing with us in our own mar- 
ket for Canadian whiskey? 


Dr. Annis: I suppose that is correct. In the 
American market, of course, Canadian whis- 
key competes with their bourbon. 


Mr. Macdonald (Rosedale): And very effec- 
tively, too. 
27826—3 


Finance, Trade and Economic Affairs 


403 


Dr. Annis: Yes. In the Canadian market, I 
think the reverse is not true, or, at least, not 
as true. The big competitor is the Scotch 
whiskey which enters under the British pref- 
erential rate of duty, where the protective 
margin was already only 50 cents a proof 
gallon and remains unchanged. In the case of 
whiskey imported under the Most Favoured 
Nation Tariff where the protective margin in 
the past was $1.00 per proof gallon, the dif- 
ference between the excise of $13.00—now 
$14.25 since December—and the tariff rate of 
$14.00. 


Mr. Macdonald (Rosedale): In other words, 
Japanese Santory got a break out of the Ken- 
nedy Round. 


Dr. Annis: Yes. 


Mr. Macdonald (Rosedale): That is what 
they say it is in the New Yorker. 


Dr. Annis: I see. In any case, anything that 
is classified by the Department of National 
Revenue as whiskey or gin will qualify for 
the reduced rate of duty of 50 cents per proof 
gallon, plus, of course, the same amount of 
excise that would apply to Canadian whiskey. 


Wir. Macdonald (Rosedale): There has been 
a certain amount of discussion with respect to 
the labelling of rum which is basically pro- 
duced in Canada. Dd this form any part of 
the discussion or negotiations with any of 
the other parties? 


Dr. Annis: It did not form any part of the 
agreement, nor of the formal discussions of 
the terms of the agreement. Certainly, in con- 
versations which took place between the 
Canadian delegation and members of the 
Jamaican delegation the problems which they 
saw in this field were mentioned and were 
discussed. 


Mr. Macdonald (Rosedale): As a matter of 
interest, how was it dealt with under the 
General Agreement, or is it fair to ask you 
that? 


Dr. Annis: I think it would be fair to say 
that as such, in this respect, it was not dealt 
with. There are general provisions in the Gen- 
eral Agreement that relate to what might be 
described as unfair or improper trade prac- 
tices, but certainly there is nothing that 
relates specificaily to the labelling of rum that 
I think could be invoked in dealing with the 
Canadian provisions in that respect. 
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Mr. Macdonald (Rosedale): I think, proba- 
bly, my next line of questioning will be 
directed to Mr. Schwarzmann. Mr. Annis has 
already referred to the extensive market for 
Canadian distilled whiskey going into the 
United States under an American tariff item, 
I believe, described as Canadian whiskey and 
I just wondered how Canadian spirits, gen- 
erally, have benefited, if at all, from the 
Kennedy Round? 


Mr. Burns: Mr. Chairman, if I may, I might 
confirm that there are, in fact, two items in 
the United States tariff. One which deals 
exclusively with Irish and Scotch whiskey 
and a second one that deals with others 
including Canadian whiskey. The rate of duty 
under the item under which Canadian whis- 
key is imported was $1.25 per gallon prior to 
the Kennedy Round and at the end of the 
staging the final rate will be 62 cents per 
gallon, a 50 per cent cut. 


Mr. Macdonald (Rosedale): So availability 
of access has been improved, then, from that 
standpoint. 

There has, at times, been a suggestion that 
the restrictive listing policies of the provin- 
cial liquor authorities might cause the United 
States to change the rules governing the 
favourable access of Canadian whiskey to the 
American markets. Did this discussion form 
any part of the Kennedy Round negotiations 
with regard, particularly, to the American 
rate? Were we a prime negotiant with the 
United States on that other whiskey rate? 


Mr. Burns: Mr. Chairman, we are, I think, 
practically the only supplier of whiskey under 
that particular tariff item. I do not have the 
figures in front of me, but, I am sure it would 
be 95 per cent. It is true that the United 
States’ delegation raised with us the question 
of the possibilities for the sale of American 
whiskey in Canada and discussed with us the 
techniques of sale of alcoholic beverages in 
Canada which involve the listing of particular 
products in provincial liquor commissions. 


The Chairman: I might interrupt here and 
state, for the record, that we have been in a 
position to proceed officially since approxi- 
mately 4.00 p.m. I should have noted this 
earlier. 

Do you have 
Macdonald? 


Mr. Macdonald (Rosedale): 
last round, Mr. Chairman. 


further questions, Mr. 


That was my 


Finance, Trade and Economic Affairs 


January 23, 1968 


Mr. Monteith: Mr. Chairman, just as a mat- 
ter of interest, I wonder if anybody could tell 
me what is the base of Newfoundland 
Screech? Is it rum? 


The Chairman: I would say this is an inter- 
nal matter and not directly relevant. 


Mr. I admitted that to begin 
with. 


Monteith: 


Mr. Irvine: Mr. Chairman? 


The Chairman: Excuse me actually, I think, 
Mr. Cameron is next, followed by Mr. 
Latulippe. 


Mr. Irvine: But this is supplementary to 
what Mr. Macdonald had to say, if Mr. Cam- 
eron will permit me. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Yes. 


Mr. Irvine: With regard to the classifica- 
tions covering different liquors, if we wish to 
call them that, take for instance, 15605-1, 
immediately below which there appears in 
brackets, “(Present rates include $13.00 excise 
duty)’. I am a little confused on this and I 
would like to have it clarified. How does it 
affect the new classifications? 


Dr. Annis: I can quite understand your 
being confused by the present situation. The 
fact that most people found it confusing is 
one reason why the change has been 
proposed. However, under the new classifica- 
tions—the new proposals—the same rates of 
domestic taxation will apply to whiskey or 
other liquors produced in Canada and to 
those imported into Canada, so the tariff rates 
set out in the first three columns of this docu- 
ment will apply only to imported goods. They 
do not apply to domestic. If one looks at the 
rates for whiskey shown there and at the 
rates under the column headed British Pref- 
erential Tariff we see that duty is 50 cents 
per proof gallon. The significance of that is on 
scotch or other whiskey imported from a pref- 
erential source the rate of duty will be 50 
cents per proof gallon. This is a protective 
duty, the amount of protection that we have 
against scotch whiskey. 


® 1645 


In the past on say, bourbon imported from 
the United States the protective element of 
the duty was the difference between $13 and 
$14. In other words, it was $1 per proof gal- 
lon. Under the new Resolutions that is 
reduced from $1 to 50 cents. Now, the same 
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thing in exactly the same terms could be said 
of gin and some of the other products that are 
named there. In other cases the story is a 
little bit different but in each case it is in 
accordance w:th the rates set out in the docu- 
ment you have. 


Mr. Cameron (Nanaimo-Cowichan-The 
Islands): My question concerns rather more 
innocuous fiuids. I have noticed a strange 
variation in the treatment of pineaple juice 
and other fruit juices. Nearly all of them 
come in free except pineapple juice and then 
further down we see that dehydrated citrus 
fruit juice also is still subject to a tariff. I 
was wondering why pineapple juice is not 
placed on the free list along with the other 
fruit juices. 


An hon. Member: The same thing applies to 
orange juice, too. 


Dr. Annis: I think there are two elements 
in the explanation for that. One element is 
that under the General Agreement on Tariffs 
and Trade there is a rule which prevents us 
from establishing new margins of preference. 
In other words, where there is no margin of 
preference on a given fruit juice now we are 
prohibited by the general GATT rules from 
introducing one. 

Now, in the case of pineaple juice it so 
happens that in the past the rate of duty 
under both the British Preferential Tariff and 
the MFN Tariff, as you see in the third item 
on that page, has been 74 per cent—no margin 
of preference. This means that as we reduce 
the MFN rate of duty that applies on, Say, 
Hawaiian pineapple juice, the British Prefer- 
ential rate of duty which would apply on, 
say, Jamaican pineapple juice can come down 
by the same amount but no more, so that the 
proposal is to stage the reduction in both 
rates at the same pace. 

If we go to the next case, grapefruit juice, 
and the same is true of orange juice, we have 
a situation where for many years the British 
Preferential Tariff has provided for free 
entry. The MFN tariff now provides for a 
rate of 74 per cent on grapefruit juice and 
under these Resolutions that will be reduced 
progressively to 5 per cent by 1972. 

In the case of blended orange and grape- 
fruit juice the present rate under the MEN 
tariff is 10 per cent and this also will be 
brought down to 5 per cent so that at the end 
of the period in each of these cases the MFN 
rate of duty will be no more than 5 per cent. 
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In the case of pineapple juice the preferen- 
tial supplier will pay the same rate. In the 
other. cases he will continue to enjoy free 
entry. 


Mr. Macdonald (Rosedale); May I ask a 
supplementary? How considerable are the 
domestic growers of pineapples? What are we 
protecting with 5 per cent? 


Dr. Annis: Our producers of tomato juice 
and apple juice and people in our Department 
of Agriculture consider that there is a sub- 
stantial measure of competition between the 
Canadian fruit juices, apple juice and tomato. 
juice in particular, and the citrus juices and 
pineapple juices. 


The Chairman: Are you saying that there is 
not the same measure of competition for pas- 
sion fruit juice? I see that it is being allowed 
to enter free. Is it needed to pep up the 
Canadian public in the minds of the tariff 
negotiator? 
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Dr. Annis: I think at least an equally 
important consideration was a considerable 
degree of confidence that there was not much 
danger of the competition from pineapple 
juice ever seriously damaging the passion 
fruit juice producers. 


The Chairman: You mean nothing would 
wake up the Canadian public? 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I do not quite see the force of that 
argument because it is on pineapple juice that 
we are applying it. 


Dr. Annis: I am sorry; I made a slip of the 
tongue and said “pineapple juice’? when [I 
meant “passion fruit juice.” 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Oh, I see; passion fruit juice, yes. I 
still have the same question in my mind that 
Mr. Macdonald had: just what pineapple 
growers are we protecting? 


The Chairman: I note that there will still 
remain tariffs both for the Most Favoured- 
Nation and British Preferential with respect 
to dehydrated citrus fruit juices and also 
blended orange and grapefruit juice. Is some 
of the work involved either in the blending or 
the dehydrating carried out in Canada at this 
time? 


Dr. Annis: In the case of the dehydrated 
juices you are quite correct, sir, but in 
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respect of the blended orange and grapefruit 
juice is not the situation that they are already 
free under the British Preferential Tariff? 


The Chairman: Yes, I am sorry; I should 
have amended my remarks. There will 
remain a 5 per cent Most Favoured-Nation 
for blended orange and grapefruit and I was 
wondering whether an explanation of this 
would be that some of the work of blending 
is being carried out in Canada. 


Dr. Annis: I do not think that is the basic 
consideration. I think the blended juice would 
be regarded as standing in the same competi- 
tive relationship to apple juice and tomato 
juice as the straight orange juice or straight 
grapefruit juice. 


The Chairman: One further question, what 
is “Van der Hum’? 


Dr. Annis: That is a liqueur produced in 
South Africa. 


The Chairman: Why would it be a special 
item? 


Dr. Annis: Like one or two other provisions 
that were referred to this morning, that stems 
from the Canada-Union of South Afr.ca Trade 
Agreement of 1932. There has been a special 
provision for that ever since 1932. 


[Translation ] 


The Chairman: I think Mr. Latulippe has a 
question to ask. 


Mr. Latulippe: My question is similar to 
that of Mr. Cameron except it is for maple 
sugar and syrup. Would it be possible to 
know if there are other countries importing 
mapie sugar besides Canada? 


[English] 

Dr. Annis: J think, sir, that our main inter- 
est in maple sugar and maple syrup was to 
obtain duty free access or a reduced rate of 
duty into the United States and in order to 
assist in getting what we wanted on the 
export side we volunteered to go to free on 
imports into Canada. Imports, in fact, are 
insignificant. I believe the amount was $3,000 
in 1966 and I trust imports will remain rather 
small even with free entry but if they 
increase, what of it? We are net exporters of 
this and I think we can do nothing but gain 
from the reciprocal removal of duties. 


[Translation | 


Mr. Latulippe: Do we export more to Great 
Britain than to the United States? Do we sell 
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more to the United States than to Great Brit- 
ain and are the tariffs the same in both cases? 


[English] 
Dr. Annis; I think Mr. Burns would be in 
the best position to answer that. 


While he is looking for more precise infor- 
mation I could volunteer that the major mar- 
ket is the United States. The object ve was to 
get the maximum concession there. 


Mr. More (Regina City): Was that present 
50 per cent of their terms? 


The Chairman: While this is being looked 
up so that Mr. Latulippe’s question can be 
answered I want to ask the Committee 
whether they have any questions on pages 38 
and 39 concerning general items, first dealing 
with forms of liquids, basic perfumes, and 
then moving to such fascinating items as 
labels for cigar boxes and railway tickets. 

Perhaps Mr. Burns is ready to answer Mr. 
Latulippe’s question. 
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[Translation] 


Mr. Burns: Mr. Chairman, our most impor- 
tant market for exportation is the United 
States because in 19866 we exported approxi- 
mately $6 million worth—our exportations to 
Great Britain during that same time are very 
small—about $43,000—in both cases they were 
free entries. 


Mr. Latulippe: Are tariffs to the United 
States and Great Britain the same? 


Mr. Burns: The tariff to both the United 
States and to Britain are zero now, are noth- 
ing, free. 


Mr. Latulippe: 
same tariffs. 


Zero also. They are the 


Mr. Clerment: It is in the fine paper, Sir. 


[English | 

The Chairman: It would appear that we 
have no further questions on the beverage 
categories, and there are none on the catego- 
ries referred to on pages 38 and 39. I would 
suggest that we now begin our discussion of a 
series of items which I think would come 
under the general heading of paper products 
and which go from page 40 to 42. I will 
recognize Mr. Clermont followed by Mr. Mac- 
donald. Dr. Annis, I think I have this group- 
ing correct, have I not? 


Dr. Annis: Yes, it seems to me that is a 
logical grouping. 
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The Chairman: Thank you. Mr. Clermont? 


[Translation] 


Mr. Clermont: Thank you, Mr. Chairman. 
Tariff no. 19201-1 which is shoe carton in rolls 
or in sheets, paper or carton at least 0.012 
inches thick. 
changed from 20 per cent to 5 per cent before 
1972, and as I mentioned last week before this 
Committee, this represents a change of 75 per 
cent. I am told that in another field, where 
the same product is used for another purpose, 
the tariff was changed from 20 to 15 per cent. 
My question is this. Why, Mr. Chairman, for 
the same product and for different purposes 
should there be a differential in the tariff, in 
the rates? 

e 1700 
[English] 

Dr. Annis: Possibly I should attempt to 
deal with that question, Mr. Chairman, which 
is a difficult one. In the matter of general 
background, we should recognize that the 
fields of paper and paper products and lum- 
ber and lumber products are rather closely 
related. Both fall within the general forest 
products group, and this is an area in which 
over-all, we have an extremely important 
export interest. This whole group, to some 
extent, was dealt with as a package which 
from our point of view was a very important 
package in the negotiations. The question 
relates specifically to shoeboard and possibly 
I should confine myself to that. I mentioned 
this other only to refer to the fact it is against 
that background that we must consider shoe- 
board and some other products. 


As Mr. Clermont mentioned, in the Ken- 
nedy Round Canada undertook to reduce the 
most favored nation tariff from 20 per cent, 
which was the rate applied under a basket 
classification, the old item 19209-1, to 5 per 
cent under the new item, which is set out in 
the Resolutions. This would represent, as he 
said, a reduction of more than 50 per cent, 
which is taken as the norm in some respects. 


I might say that in introducing this new 
item into the Canadian tariff, the wording 
used is taken exactly from the wording of a 
corresponding item in the United States. 


Imports of shoeboard into Canada in 1966 
amounted to something of the order of $500,- 
000, nearly all of which was from the United 
States; a relatively small amount, about $20,- 
000, was from the United Kingdom. in the 
published trade statistics shoeboard is not 
specifically reported separately, but there was 
a sample study made by the Department of 
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Industry which indicated this level of trade. 
In agreeing to this rate of 5 per cent for 
shoeboard, a number of considerations were 
taken into account. One of them was that our 
exports to the United States, or the United 
States recorded imports from Canada under 
their shoeboard item, were comparable in 
volume to our imports of shoeboard from the 
United States. The amount recorded in 1966 
was $460,000, which is the figure that I have 
here. In the special issue of Foreign Trade 
the amount is given as $424,000 United States 
currency. 

On this item, the United States used its 
rounding authority to make a reduction of 
somewhat more than 50 per cent. They 
reduced their rate of duty from 62 per 
cent to 3 per cent; I might add they did that 
both on shoeboard of paper and shoeboard of 
leather. 


In the course of the negotiations the Ameri- 
can team referred to the fact that trade in 
this item was approximately balanced. It 
appeared to be from the statistics in front of 
us. I am sorry, Mr. Clermont, you had a 
question? 


[Translation] 


Mr. Clermont: Dr. Annis mentioned that 
our exports to the United States in 1966 took 
$424,009.00 in American dollars. According to 
the information I have, I think there were 
only two compagnies based in Canada who 
produced shoe board, and the information I 
have been given says that the sales of these 
two firms to the United States have been only 
in the order of $75,000.00. 


[English] 
Dr. Annis: Yes. 


The Chairman: I was going to say, Dr. An- 
nis, that you might want to call on your col- 
leagues from Trade and Commerce to clarify 
that. 


Dr. Annis: I think at a later stage we may. 
They would be in a position to verify what 
the United States imports statistics say, but I 
think Mr. Clermont, has a very real point 
here. 

I take it that his figure of $75,000 is a figure 
which has been obtained on the basis of a 
private report from two Canadian producers 
of shoeboard who regard themselves, and I 
would imagine, probably correctly, as the 
only producers of shoeboard, as they would 
define it, in Canada—Bennett Limited and 
Millmont Fibreboards. Is that correct, sir? 
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@ 1705 
Mr. Clermont: Yes sir. 


Dr. Annis: Since the announcement of last 
June we have talked to these people. Specifi- 
cally we have talked to Mr. Prescott and Mr. 
LeBel of Bennett Limited and they told us 
much the same, and this is, in a sense, new 
information or additional information to what 
we had in Geneva at the time of the discus- 
sions with the Americans. I think it is fair to 
say that the impression of the Canadian nego- 
tiating team, certainly my own impression, 
was that the imports of shoeboard recorded 
as imported into the United States in their 
statistics would have come from one or the 
other or both Bennett and Millmont Fibre- 
boards. In fact, it appears that they are from 
other Canadian sources. 


We have heard of a third company that 
says they make some shoeboard. It may be 
that the imports into the United States at this 
special rate of six and three quarters per cent 
now to be reduced to three per cenit consist 
substantially of what Bennett and Millmont 
would not regard as shoeboard. This is an 
area where there is a certain amount of 
doubt or contradictory information now so 
that it seems to me, this is a point where, in 
a sense, both figures can be right if one 
interprets them correctly. I have no doubt 
that the American imports under their item 
are what they say they are. I also have no 
doubt on the basis of the information which 
you have been given and which we have been 
given that most of those imports do not origi- 
nate from the two Canadian producers who 
regard themselves as the Canadian producers 
of shoeboard. 

I might go on with this story. As I said, the 
Americans pressed us very hard to match 
their rate as reduced to three per cent. The 
delegation did not recommend that we go that 
far. On the basis of the information they had 
and the key part that this and a few other 
items played in what was a very important 
sector of the over-all negotiations, where a 
settlement involved not only the United 
States for action on shoeboard, which was a 
small part of it, but also an American deci- 
sion to go to free on a very wide range of 
lumber and a substantial range of building 
boards and building papers and involved also 
a reduction in the United States rate in shoe- 
board from 6 and three quarters to 3 per 
cent. The delegation recommended, and the 
government approved our recommendations 
which came to them in block—I don’t mean 
to suggest that the government concentrated 
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on this one small shoeboard item—that this 
be done. 

In connection with this may I add two or 
three other points which seem to me to be 
relevant. The suggestion is that we are being 
pretty hard on a Canadian producer. I believe 
that the alleged hardship relates to only one 
of these producers; the other has not 
addressed representations of this sort to us 
although we have heard indirectly that this 
might result in serious injury to their 
operations. 


@ 1710 


This is a situation which certainly needs to 
be kept very closely under review. But in 
connection with it I might mention two or 
three factors. One is that both of the Canadi- 
an producers, that is, Bennet and Millmont, 
use most of their production of shoeboard 
themselves in their subsequent manufacturing 
operation of shoe findings. Very little of their 
board goes onto the market. This is one point 
that I would make. In a sense at least most of 
them are dealing with a captive market to 
another branch of the companies’ own 
operations. 

The second point that I would make would 
be that in both instances, and in this case the © 
information which I have relates more | 
specifically to Bennett than to Millmont, the | 
actual production of board is a relatively | 
small part, at any rate in terms of employ- | 
ment, of their over-all operations. In the case | 
of Bennett, on the basis of information that | 
the company gave us, I think that their | 
employment in their board mill, shoeboard 
and other board, is 60 odd people out of a | 
total employment of the firm of well over 300. | 
In other words it is only about a fifth of their | 
total operation. This is the second point I | 
would make. | 

The third point I would make would be | 
that the production of shoeboard by Bennett | 
specifically represents only a part of the out- | 
put from their wet machine, as I think they | 
call it, their wet board machine, which pro- | 
duces not only shoeboard but other boards | 
which are used for such various purposes as _ 
the manufacture of luggage and so on, and 
particularly are used in the automotive trade | 
for making such things as the partitions 
between the trunk of the car and the inside. 
This is an important and has been a growing 
part of the output of their board mill. 


Now, viewed against this total background | 
it seems to me that it would be unwise to 
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jump too quickly to a conclusion that this 
reduction, large as it is, is going to be seri- 
ously damaging to the firm, particularly as 
the reduction will be staged under the reso- 
Jution over five steps. It may be that it will be 
damaging. The company has informed us of 
their problem, their concern, which we in the 
Department of Finance have been studying. I 
know the Department of Industry has been 
looking into this. The Minister of Finance is 
very definitely aware that a problem exists 
here. He has assured the company that their 
position will be kept carefully under review, 
as it will be, and this one needs to be 
watched. But I would suggest that, in all the 
circumstances, we have time—that there is no 
occasion for panic. Indeed, the management 
of the company has not suggested that. We 
have had discussions with them, they have 
presented their case very effectively but very 
moderately and well, and it is being kept 
under review. 


I guess there is more that could be said 
about this, but I think that that, in a rather 
disorganized way, is all I would say at the 
moment. 


Mr. More (Regina City): Mr. Chairman, Mr. 
Annis said we have time. What do you mean 
by that? 
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Dr. Annis: I mean that the reduction on 
shoeboard, a reduction which came into effect 
on January lst, provisionally, is one from 20 
per cent to 17 per cent, and there will be no 
further reduction in any case until January 
Ist of next year at which time the rate is 
scheduled to go to 14 per cent. I think it fair 
to say that the company concerned is not 
worried, or not greatly worried, about a tariff 
level of that amount. Their worry is whether 
or not they can stand up to competition at the 
sharply lower rates which would come into 
effect by 1972 under the proposals. 


They recognize that there are potential 
export opportunities here but they are not 
sure of their ability to cash in on those. It 
would require considerable reorganization 
and probable expansion of their facilities, if 
they could do that, and in that connection of 
course adjustment assistance is a potential 
help in their business. 


Mr. More (Regina City): This clarifies it. 
What you mean is that they have time to face 
the adjustment. 
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Dr. Annis: Yes. 


Mr. More (Regina Ciiy): But by having 
time does not mean that you could reconsider 
and renegotiate the item. This is in effect 
agreed to and... 


Dr. Annis: Yes, this has been agreed to. It 
is part of the package that has been signed 
and accepted, and I would hope that it will 
not be necessary to renegotiate the item. I 
would hope and expect that, but there are 
provisions in the general agreement that cases 
of serious damage, serious injury, permit 
emergency action on a commitment and there 
is a provision that in special circumstances, 
an item can be renegotiated. 


Mr. More (Regina City): Within the period 
of the staging or at the end? 


Dr. Annis: It would be possible to do it 
within the period. Alternative compensation 
would need to be given and this is always a 
problem, but it does not need to be ruled out, 
as a possibility if the circumstances are 
shown to justify it. 


Mr. More (Regina City): This is what I 
wanted to hear. 


[Translation] 


Mr. Clermont: Mr. Chairman, my next 
question will deal with fine paper. I note that 
in tariff item 19750-1 “printing paper” that 
the basic rate is 22.5 per cent and the consoli- 
dation rate on January Ist, 1972 will be 1243 
per cent. This will be done in five stages of 2 
per cent, per year. And elsewhere, referring 
to items 19500-1 and 19800-1 you have vari- 
ous changes. Undoubtedly Dr. Annis, you 
have received representations with regard to 
secondary Canadian districts producing fine 
paper. I know that in the Ottawa-Hull area 
there is a firm which employs a great number 
of people—I do not know what proportion of 
the staff is producing fine paper—I know that 
often the public has felt some apprehension 
because of a possible amendment in those 
tariffs. They seem to be fearful of the amend- 
ments which would have invoked under these 
new tariff negotiations. 


eo 1720 
[English] 

Dr. Annis: Yes, it is correct sir, that 
representations have been received in connec- 
tion with the reductions on fine papers gener- 
ally and, specifically, in relation to that on 
the category of printing papers on which the 
rate is to go from 22} per cent to 125 per 
cent in the five steps as stated. 
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Number 19750-1 on page 43 I think is the 
item particularly at issue is it not Mr. Cler- 
mont? This is the item which has been the 
subject of the representations to which I was 
referring. 


In that regard several comments have been 
made. One I suppose is that people like our- 
selves outside must recognize that the 
Canadian producers presumably know what 
they are talking about and know their busi- 
ness best, when they alleged that they feared 
being seriously injured by ‘this reduction; but 
I would point out that this is an area where 
it would appear that Canadian producers are, 
or ought to be, reasonably competitive. 


There are several reasons for thinking that; 
one is that for particular classes of fine print- 
ing papers, those that are used by producers 
of magazines and periodicals, which are sub- 
ject to free entry where the periodical maga- 
zine enters free, provision has been made for 
a number of years for completely free entry; 
and in fact, the Canadian producers of print- 
ing papers have succeeded in holding the 
great bulk of that business. Against that 
background there seems to be reason to 
expect that they ought to be able to hold with 
a rate of duty that will decline only gradually 
to 124 per cent, the bulk of the business in 
other printing papers. 

I would like to add too that this is an area 
where we are already doing a quite important 
export business, and where in our foreign 
markets in the United States at least the rates 
of duty are being cut by 50 per cent down the 
line. The United States has one statistical 
classification which is referred to in Foreign 
Trade—possibly I should be deferring now to 
my colleague from Trade and Commerce— 
and that is book paper and printing paper 
where they have made a 50 per cent cut, or 
agreed to make a 50 per cent cut in their 
present compound rate of duty, which is .17 
cents per pound plus 4 per cent, and where 
their imports from Canada, were 20.5 million 
dollars in 1966. This is, in fact, greater than 
the total Canadian imports of fine papers 
under the two present items out of which our 
new item for printing papers is going to be 
extracted. We do not know just how much 
—what volume of imports falls under the new 
item of which the rate goes to 124 per cent 
but we know that it is some part of a total 
which is a little under $20 million. So, here 
we are dealing with an area where we 
already have very substantial exports of the 
uncoated printing papers on which the United 
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States rate of duty is already really quite low 
and it is being cut by 50 per cent, and where 
we have some export interest, although 
admittedly a much smaller one, in the coated 
printing papers on which the present United 
States duty is quite high, although not as high 
as our own and it also is being cut by 50 per 
cent. 


e 1725 
[Translation | 


Mr. Clermont: The amendments concerning 
fine paper I presume we have to consider 
them as against the whole of the ferest prod- 
ucts. You say that in ‘this field Canada has 
been advantaged. Is that right? 


[English ] 


Dr. Annis: I think we want to recognize 
here that we are dealing with both a group 
and, in the particular case of the 123 per cent 
rate, an item which is extracted from that. 
On fine papers generally our rates of duty 
will be going down to 15 per cent; in this one 
particular case on these printing papers to 
123 per cent. The imports are substantial 
now, and one cannot be sure that they will 
not grow. In fact, there is reason to expect— 
and I think the general view is to hope—that 
the reductions in these rates of duty will 
cause a certain amount of restructuring and 
specialization in the Canadian industry result- 
ing in reducing costs of production and 
reducing prices. 


This is an area where there is a difference 
of interest and a difference of view between 
producers and users of paper. The graphic 
arts people very much welcome the reduc- 
tions that are proposed on these products 
while we have had representations, particu- 
larly from one company not far from here, 
regretting the reduction. Certainly there have 
been representations from others who suggest 
that the cuts in duty in this area might well 
have gone further to the advantage of users. 


The Chairman: Mr. Clermont, may I put 
forward a procedural question for the 
moment? 


[Translation | 


Mr. Clermont, may I ask a question con- 
cerning procedure? 


Mr. Clermont: Of course. 
[English] 


The Chairman: I was wondering whether 
the Committee might want to give considera- 
tion to having a session tomorrow afternoon 
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after the Orders of the Day. We have sched- 
uled our first outside witness for Thursday 
afternoon. Of course, there is no reason why 
we cannot return to this detailed review of 
the tariff items between hearing witnesses 
from outside. On the other hand, it may well 
be that if we have a session tomorrow after- 
noon we might be able to complete our con- 
sideration in the morning session on Thurs- 
day. I am just wondering what the reaction of 
the Committee is to this suggestion. I raise 
this now, because obviously we will have to 
arrange for sending out our notices tonight. 
Does anyone care to make a comment? 


@ 1730 
[English] 

The Chairman: With the support of the 
Committee I will ask the Clerk to arrange to 
send out notices for a session tomorrow after- 


noon. Those who are here who are concerned 
willl er: 


[Translation] 


Mr. Clermont: I said Mr. Chairman, that 
‘personnally I would not object. But if the 
other members of the Committee have any 
objection, of course I will go along with the 
majority. 


The Chairman: I believe that most of the 
members support this stand. I wish to thank 
you very much for having allowed me to put 
this question of procedure. Please go on with 
your questions. 


Mr. Clermont: My last question concerning 
the forestry products is addressed to Mr. 
Schwarzmann, I think. It concerns the tariff 
that the United States are imposing on num- 
ber 207.00, Articles of wood not specially 
provided for. The present rate is 162% per 
cent and in X years it will be 8 per cent. In 
these various wood products whch are not 
specifically enumerated could we have two 
or three examples of these products? Would 
the production of flooring wood fall in this 
category? Floors for railways, for example. 


Mr. Schwarzmann; Mr. Clermont, this 
bears on a much more important range of 
products of various manufactured wood prod- 
ucts. It is justifiable that it should come 
under a rather high tariff. It is one of the 
reductions which will be extremely useful for 
a whole series of productions in many areas 
of Canada. This includes, for example, all 
kinds of products like those used in prefab 
houses, or prefab kitchen cupboards. 


Mr. Clermont: But in the case I have men- 
tioned, Mr. Schwarzmann, the hardwood 
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used for the floors in the railway cars used 
for the transportation of merchandise, would 
this wood come under the tariff? 


Mr. Schwarzmann: Are you speaking about 
the floors for railway cars? 


Mr. Clermont: I speak about railway cars. 


Mr. Schwarzmann: I do not know exactly 
what you... 


Mr. Clermont; In order not to delay the 
proceedings, Mr. Schwarzmann, perhaps you 
could obtain the information and I could have 
it either tomorrow afternoon or Thursday 
morning. If we are not dealing with item 207, 
I would like to know what item we are deal- 
ing with? 


The Chairman: Are we dealing with the 
tariff concerning paper or printing paper? 
This may open a tariff door. 


Mr. Clermont: I have finished my ques- 
tions, Mr. Chairman. 


The Chairman: If you have finished, Mr. 
Clermont, I will recognize Mr. Macdonald. 


[English] 

Mr. Macdonald (Rosedale): I presume that 
woodpulp would be a propos now, would it? 
There is obviously no Canadian tariff item for 
woodpulp, but it is with respect to the expor- 
tation of it that I am concerned. Could I ask 
some questions which they might like to take 
as notice to deal with at a future date? 


I am referring to Foreign Trade of July 1, 
1967, page 28, “Major EEC Tariff Reductions 
of Interest to Canada’, Brussels. Tariff 
Nomenclature Item 47.01 BI & II with 
respect to woodpulp of which there were over 
$26 million worth of exports from Canada in 
1964. I am referring particularly to the duty 
free quota of 1,935,000 metric tons, and I have 
several questions. Firstly, does that apply to 
Canada only, or is that from all sources? How 
is the quota allocated, firstly among import- 
ing countries and secondly among exporting 
countries? Thirdly, by whom is it allocated; 
and fourthly, is that a brand new quota, or 
has there been previous experience there? 

Because it poses a similar type of problem, 
perhaps I could make the same reference to 
item BTN 7601-A relative to primary alumi- 
num, which has a 130,000 metric ton quota at 
a lower rate of tariff of 5 per cent. I am more 
particularly concerned with aluminum and 
about what is the effect of new entrants into 
the field among exporting countries. 
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How do you determine the allocation of 
quotas, or how is it determined by, I pre- 
sume, the EEC? 

Perhaps it might be more useful if I just 
left that on the record. They might be in a 
better position to answer it at a future date. 


The Chairman: Aluminum can be dealt 
with when we consider metals. 


Mr. Monteith: Mr. Chairman, for my own 
information, under what item would furniture 
appear? 


Dr. Annis: In the case of the Canadian 
tariff, Item 51901-1 at page 100. 


Mr. Monieith: Thank you. 
Dr. Annis: Items 51901-1 and 51902-1. 
Mr. Monteith: That is all I wanted to know. 


The Chairman: Mr. Schwarzmann, would 
you care to deal with the first part of Mr. 
Macdonald’s question on quotas? 


Mr. Schwarzmann: Yes. The quotas on 
woodpulp and on aluminum apply to all 
suppliers, not just to Canada. The woodpulp 
quota is unchanged from the existing or pre- 
Kennedy Round quota for woodpulp. The 
aluminum one is a new concession—a new 
commitment—in the Kennedy Round. I am 
not in a position to reply to the question of 
how the quota is allocated, but we will look 
into the details of this on the wood pulp. 


The Chairman: Perhaps this could come 
back to the Committee later on. 


Do you have further questions, Mr. 
Macdonald? 
Mr. Macdonald (Rosedale): No, Mr. 
Chairman. 


Dr. Annis: We could reply to Mr. Cler- 
mont’s question on wood flooring for railway 
cars. We have quickly checked this. It comes 
under a different item, not under general 
manufacturers’ of wood. It is an item now at 
10 per cent and will be going to 5 per cent in 
the United States. 


Mr. Clermont: 
number? 


Mr. Burns: It is 20254. 


What is the tariff item 


Mr. Clermont: At the end of December it 
was 10 per cent, and it will come down to 5 
per cent in how many steps? 
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Mr. Burns: Mr. Chairman, this item was 
dealt with in a separate negotiation with the 
United States. It is due to reach the final rate 
of 5 per cent in December 1970, I think, and 
because the negotiation took place somewhat 
earlier than the Kennedy Round it began its 
reduction somewhat earlier. 


Mr. Clermont: It deals specifically with 
hardwood flooring for railway cars? 


Mr. Burns: It deals with drilled and treated 
hardwood lumber, which, as we understand 
it, is the classification for the kind of material 
that you are mentioning, Mr. Clermont. 


Mr. Clermont: Thank you. 


The Chairman: Are there further questions 
at this time on paper and paper products? 


If not, I suggest that we move along. Are 
there any questions on the items listed on 
page 45? These deal with soap powders and 
glues of various sorts. 


If not, we can move on to pages 46, 47 and 
48, which deal with various types of oils, 
mainly, if I am not mistaken, vegetable and 
fish oils of various kinds. 


Dr. Annis: Yes, that is correct, Mr. Chair- 
man. The greater number of the items here 
deal with vegetable oils and oil seeds and 
involve the simultaneous implementation of 
the recommendations made in a report by the 
Tariff Board on this subject and of the 
concessions granted in the Kennedy Round. 

The Tariff Board recommended a rather 
extensive revision of the nomenclature and 
arrangement of the items, and some reduc- 
tions in rates of duty in this area. Because 
they had recommended reductions in rates of 
duty we found it desirable to offer these 
proposed new rates as concessions in the 
Kennedy Round. These were accepted as 
concessions by our trading partners, were 
incorporated in the schedule and appear here. 
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The arrangement is as recommended by the 
Tariff Board in a report on vegetable oils. It 
involves reductions from 20 per cent to 174 


per cent on a considerable range of refined | 


oils. In other respects it is largely rearrange- 
ment rather than reduction. 


The Chairman: I am not speaking in any 


way, critically of the change, Dr. Annis. I am | 


merely asking the question for clarification. It 
appears that some items that were free under 
the previously-existing tariff will have duties 
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placed upon them for entry into Canada 
under this new set-up. I am looking at the 
rapeseed item, for example. I do not say this 
is not appropriate. I just thought perhaps this 
might be explained because of the fact that 
many people have the idea that the negotia- 
tions brought about only reductions in tariffs. 


Dr. Annis: It is true that in this area there 
were some increases in rates as a result of 
what was done. Such increases in rates 
usually related to goods that were provided 
for formerly in end-use tariff items which 
have been abolished. In the particular case of 
rapeseed, I think possibly the situation is the 
reverse of what you thought—that there is a 
duty now. 


The Chairman: I did not say that. I said 
that there appears to be no duty now, but 
that there will be a series of duties. . . 


Dr. Annis: For the rapeseed oil, yes. On 
that particular product it was a case of bring- 
ing the rate into line with that on other simi- 
lar oils. There was a certain amount of even- 
ing up and evening down to achieve a more 
orderly and rational organization of the rates 
involved. As I say, this did involve some 
increases. It involved more in the way of 
reductions, but these are not sufficiently strik- 
ing that they have occasioned any particular 
concern to the Canadian producers. 


The Chairman: Are there any further ques- 
tions on oils? If not, I suggest we take a look 
at pages 49, 50, 51, 52 and 53, which seem to 
deal with products of earth and clay and also 
with some types of stone. I believe this would 
be a convenient grouping at this time. 


Dr. Annis: It appears to me to be a conven- 
ient grouping. It is an area where, in terms of 
representations, everything has been pretty 
quiet. This seems to have been taken in stride 
very well indeed by the affected Canadian 
interests. 


One point possibly worth making in this 
context is that as regards cement—most of it, 
at least—both the United States and ourselves 
will be going to free entry on all the impor- 
tant products. After 1972 there will be two- 
way free trade in cement and lime with the 
exception of one rather minor item on which 
the United States was not in a position to go 
to free because of the limitations on their 
authority. 


The Chairman: Does the Committee have 
any questions at this time on this grouping of 
items? 
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If not, I suggest that we look at page 55 
which appears to deal with glassware. 


Are there any questions or comments on the 
items on page 55? 
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If there are no questions, perhaps we 
should take a look at the next grouping which 
appears to deal with quite a series of metals 
and goes on to page 61, if I am not mistaken. 


Dr. Annis: Yes, sir, that is correct. One 
comment that I would like to make here is 
that the Committee will note, with regard to 
some basic metals which are important in our 
export trade but relatively unimportant in 
our imports, we propose to go to free entry, 
which is the case in respect of primary lead, 
primary zine and primary copper. 


Mr. Macdonald (Rosedale): With regard to 
item 33910-1—collapsible tubes of lead or tin 
or lead coated with tin, I notice the margin of 
preference is being reduced. Have you had 
representations either from British producers 
or from Canadian subsidiaries of British pro- 
ducers on this question? 


Dr. Annis: No, sir. 


Mr. Macdonald (Rosedale): This is basically 
toothpaste tubes, is it not? 


Dr. Annis: Yes, sir. It is tubes of that sort. 
I might add that this is an area where, of 
course, other metals are used, to some extent, 
such as aluminium. 


The Chairman: Do you have other ques- 
tions? I presume, Mr. Schwarzmann, even 
though we do not call upon you directly, that 
the equivalent concessions have been won for 
Canada with respect to the grouping we are 
on now, and the two preceding groupings. 


Mr. Schwarzmann: Yes. 


The Chairman: Both with 
earthenware products and... 


respect to 


Mr. Schwarzmann: I think that, in general, 
those are items in which we have an impor- 
tant export interest and in most cases we 
have obtained concessions. 


The Chairman: My point is simply this; 
that even though members of the Committee 
have not seen fit to question you directly, 
generally speaking as we move through each 
category, if the question were put to you, 
details could be brought out on the conces- 
sions won for Canada in the same category. 


Mr. Schwarzmann: Yes, that is right. 
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The Chairman: What I am driving at is 
that people may be following our proceedings 
and may not be aware of the fact that we 
have these concessions because members have 
not seen fit to pose specific questions. I am 
not inviting them to do so. We should perhaps 
put this on the record. 


Mr. Clermoni: But, Mr. Chairman, we will 
be allowed to ask some general questions of 
Mr. Schwarzmann or members of his staff? 


The Chairman: It was my thought that 
after we went over the various categories and 
worked through this very long resolution 
from page 147 approximately, then if there 
are any general questions not yet taken care 
of or n.o.p., as they say in the tariff world, 
we could direct them to Mr. Schwarzmann 
and Dr. Annis. 


Dr. Annis: Mr. Chairman, it occurs to me, 
in this connection that it might be worth 
noting that Mr. Jean-Paul Drolet who hap- 
pens, I notice, to be here this afternoon, was 
in Geneva for part of the negotiations. He is 
the Assistant Deputy Minister of Mines and 
Resources and when the discussions involved 
this group of metal items and parts, he was 
very directly involved in the negotiations of 
that group. I think it is correct to say that he 
and his Department were rather pleased with 
the results achieved in this field. 


The Chairman: Mr. Drolet is shaking his 
head affirmatively. 


Mr. Macdonald (Rosedale): I notice that he 
is sitting at the press table here. 


The Chairman: That is the reason maybe, 
that this Department issues its own publica- 
tion on minerals of Canada, which I personal- 
ly found most helpful in following the 
changes with respect to this responsibility. 


Mr. Macdonald (Rosedale): I am not sure if 
this is the appropriate time to ask a question 
about uranium oxide. Presumably there is no 
Canadian tariff item, but it is a metallic 
chemical. 


Dr. Annis: I think that we have a provision 
for free entry for that. We will check and 
confirm it. 
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The Chairman: Did you have further ques- 
tions about aluminum or did Mr. Schwarz- 
mann’s answer deal fully with that? 
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Mr. Macdonald (Rosedale): No, that was 
fine. I understand that in due course I will be 
able to ask a question about uranium oxide? 
Or more particularly as related to the Ameri- 
can tariff. 


The Chairman: I believe that they are 
checking the answer to it right now. Perhaps 
we could deal with that question and then we 
could adjourn until tomorrow afternoon. 


Mr. Macdonald (Rosedale): My question 
was with regard to United States Tariff Item 
No. 42250 and I notice that there were $12,- 
933,000 worth of Canadian exports in 1966. 
Under what agreement was that export of 
uranium oxide carried out? This is not some- 
thing which normally passes in trade and I 
understand that we had no more deals with 
the Americans on uranium oxide. 


Mr. Schwarzmann: I do not know what the 
answer is. 


The Chairman: Would you like to deal with 
this now or would you prefer to wait until 
the morning? 


Dr. Annis: I must say that the item I had 
in mind when referring to uranium oxide 
reads: “Deuterium oxide or heavy water; and 
uranium in the form of pigs, ingots, billets or 
bars... It does not specifically mention urani- 
um oxide. 


The Chairman: Dr. Annis, if you like you 
might look into it further before our session 
tomorrow afternoon. 


Dr. Annis: This provides for free entry. 


The Chairman: This provides for free 


entry. 

Gentlemen, I think it would be appropriate 
if we adjourned until after Orders of the Day 
or 3.30 whichever shall first occur. I believe 
our notice today said 3.45 as does our notice 
for next Thursday afternoon, but I think in 
the past we have actually had the notice read 
3.30 with the understanding we would 
assemble as soon as possible after Orders of 
the Day ended, to avoid losing about 20 
minutes in getting together which often 
would otherwise happen. 


Before adjourning I think I might, on 
behalf of the Committee, say a word with 
respect to the unfortunate passing of Commit- 
tee member René Tremblay. I think it was a 
shock to all of us. He participated rather 
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actively in the work of the Committee during 
various periods and I know that you would 
want me to express on behalf of all of you 
our condolences to the family of Mr. 
Tremblay. 


[Translation] 


I believe that I am talking for each and 
everyone of us when I express for the whole 
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committee our deepest sympathy to the fami- 
ly of Mr. Tremblay, a former member of this 
committee. 


[English] 


Gentlemen, I think it would be appropriate 
now if we adjourn until tomorrow afternoon. 
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The Chairman: Gentlemen, I would like to 
call the meeting to order. 


When we adjourned last night we were just 
completing our consideration of the items up 
to page 60 and I believe that before we leave 
this section and move on, Dr. Annis would 
like to make some general comments to help 
clarify the impact of these particular changes. 
Perhaps with respect to each section of your 
comments you could refer to the page number 
in the Resolutions so we know where we are. 


Dr. C. A. Annis (Director of Tariffs, De- 
paritmeni of Finance): Yes, Mr. Chairman, I 
would be glad to make some general com- 
ments about the major groups of items which 
are included in this very broad category 
which is before the Committee now. I think 
that probably three groups are worth men- 
tioning separately. They would be aluminum, 
iron and steel products, and then wire and 
wire products which, of course, are a subdivi- 
sion I suppose of iron or steel but worth 
mentioning separately. 
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Dealing with aluminum 
duty on aluminum pigs, ingots and billets 
would be reduced from 14 cents per pound to 
1 cent per pound. I might say in this connec- 
tion that Canada would have been glad to go 
further on this item if it had been possible to 
persuade our trading partners to do so also; 
but since this was the maximum cut which it 
was possible to get the United States to agree 
to, we merely matched their cut rather than 
going further on this particular item. The 
duty on aluminum bars, rods, plates and 
sheets is cut by one-third from three cents a 
pound to two cents a pound. On aluminum 
sections, shapes, pipes and tubes it is cut 
from 223, a rather unusually high rate in this 
field, to 124 per cent which brings it more 


first, the Canadian 


properly in line with other related items. On 
| aluminum leaf there is also a deep cut from 


30 per cent to 15 per cent which again is 
pretty well in line with other related items. 
On aluminum powder the cut is from 273 to 


15 per cent. On manufactures of aluminum, 
including household hollow-ware, the reduc- 
tion is from 224 per cent to 174 per cent. As 
far as the export side of this is concerned, I 
think the matter was pretty well covered by 
Mr. Winters and Mr. Schwarzmann previous- 
ly and that I need say no more about alumi- 
num. I would go directly to the iron and steel 
products if that is acceptable. 


I you want to refer to the Resolutions these 
items begin really at page 64. I think pages 64 
to 67 are relevant. 


Mr. Lambert: May I ask one question? On 
page 61, item 36210-1, would it not have been 
possible to sort of modernize the description 
of the articles that appear. I was just wonder- 
ing where on earth, for instance, do button 
hooks chiefly made of silver appear in world 
trade today? They would be, I think, in the 
category of the dodo bird. The same thing 
with shoe horns. 


Dr. Annis: It might have been possible to 
modernize it but to do so would have 
involved a problem which on this item and on 
a good many other items we did not care to 
face. The present rates of duty on this item, 
as on a great many other items, are bound 
under previous agreements. Amending the 
wording, which would have consequential 
changes and possibly very slight consequen- 
tial results for rates of duty, in many 
instances would have involved going back 
and renegotiating old commitments with those 
to whom they had originally been made. This 
is always a problem. Also sometimes one can 
get into unexpected difficulties if you start 
striking out words which you think are 
obsolete without being very sure of your 
ground. There have been occasions when this 
has happened to us. 


Mr. Lambert: In other words, once they are 
inscribed in forms or agreements they might 
as well be on Moses’ tablets of marble. 


Dr. Annis: I do not think it is quite that 
bad, although certainly there are inscribed in 
today’s tariffs a great many words which are 
completely out of date and are known to be 
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out of date and frequently nothing is done 
about it. 


Mr. Lambert: I would have thought this 
was a wonderful opportunity to clean up a lot 
of this. 


The Chairman: Maybe they will receive 


representations from the button hook 
interests. 
Dr. Annis: In this case we did not but 


within limits, this did provide an opportunity 
for doing some cleaning up and within limits 
we did make use of that opportunity. For one 
thing, there are quite a few instances now 
where you have an item that covers a broad 
category of goods and then two or three 
excerpts from that, which were established 
under previous agreements, providing for a 
minor reduction on this or that special prod- 
uct which, in the past, was of interest to 
Haiti or the United States or some other 
country, large or small. In this negotiation a 
real effort was made to bring down the basic 
rate in such cases, leave these little excerpts 
as they had been before which, in many 
instances, means that either now or by 1972 
they can be struck out of the tariff. Actually, 
these resolutions do provide for striking quite 
a few items out of the tariff and not reinstat- 
ing them because it has become unnecessary 
to reinstate them because they can disappear. 
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By 1972 it will be possible to do this with a 
much larger number of additional items and 
at the official level we at least are looking 
forward to being in a position to recommend 
the disappearance of quite a number of such 
items either in January, 1972 or, in some 
instances, at an earlier date and I think you 
will find that in the budgets of the next two 
or three years quite a few such items will 
disappear. They will no longer be required. 


Mr. Lambert: On refiection I can see where 
you could have got into trouble because it is 
my understanding that there are certain 
modes of dress which are reviving—shall we 
say Edwardian dress and, perhaps, older 
dress where such articles may be of some use, 
so I think we had better leave them on the 
tablets of Moses. 


The Chairman: Dr. Annis, before you begin 
your comments on iron and steel products, 
perhaps I should ask the Committee whether 
they have any further questions on pages 60, 
61, 62, or 63. I see there is a grouping on 
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watches and watch movements. If there are 
no questions or comments on the items on 
these pages, then we can invite you to make 
your comments on iron and steel products 
beginning, I believe, on page 64. 

Mr. Ballard: Mr. Chairman, I want to ask a 
question of Dr. Annis before we move on. He 
made the comment when he was discussing 
aluminum—I think it was aluminum ingots 
—that a certain reduction had taken place 
and that it would have been the Canadian 
wish that a greater reduction could have 
taken place. I am wondering, just for my own 
information, speaking in general terms 
whether there were many concessions made 
to Canada, did we get no concessions, or were 
we more or less even with other countries 
such as the United States in so far as conces- 


sions were concerned. 


Dr. Annis: In respect of aluminum we did 
receive concessions over a very wide area. In 
the particular case of aluminum ingots we 
very much would have liked to have received 
a 50 per cent cut by the United States and by 
a number of other countries including the 
EEC; in fact, they were not prepared to agree 
to such a deep cut and this was the point to 
which I was referring. 

We did receive concessions, indeed very 
substantial concessions, in this field and I am 
sure that Mr. Schwarzmann would be glad to 
go into further detail if you wished him to do 
SO. 


Mr. Ballard: I would just like to know in 
general terms, without even mentioning any 
of the particular areas, whether it was the 
attitude of our negotiators that they came out 
of the negotiations with the feeling that we 
had received fair treatment through the 
GATT negotiations. 


Dr. Annis: Certainly my own feeling and, I 
am sure, that of all members of the Canadian 


negotiating team, was that we came out very 


well indeed. That does not mean, of course, 


that we got everything we would have liked © 
and t does not mean that we dd not get some © 
things we would have preferred not to get, — 
but by and large the view was that we landed — 


very well indeed. 
Mr. Ballard: That is fair enough. 


The Chairman: 
questions on the 
referred, perhaps 
ments on iron and steel products. 


pages to which I have 


If there are no further ) 


you can begin your com- | 
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Dr. Annis: What I will refer to here, then, 
are the reductions made in the Canadian rates 
of duty on iron and steel products. There are 
reductions on a considerable range of such 
products. The duties are removed from pig 
iron and from ingots. The 15 per cent rate on 
bars, rods, sheet and strip of iron or steel is 
reduced to 1234 per cent. I mght add that n 
most cases these reductions are staged, so 
when I refer to 123 per cent I am referring 
to the rate that will come into effect in 1972. 


The duty on plate is reduced from 20 per 
cent to 15 per cent; in some cases it is now 15 
per cent and those will go to 124 per cent. 


The duty on forgings, axles, chains and for 
the general “‘basket” items covering manufac- 
tures of iron or steel not otherwise provided 
for will be reduced from 224 per cent to 174 
per cent. For pipes and tubes the basic rate of 
20 per cent is being reduced to 174 per cent. 
There are some other items providing already 
for lower rates on oil field equipment. 


It might be of interest to give in summary 
form the coverage of these various reductions. 
The total coverage in the group—coverage in 
terms of imports from MFN countries—is 
about $75 million per annum. Of this pig iron 
and ingot represent $3 million; ferro-alloys 
about $2 million; sheet, strip, bars and rods 
$24 million; rough castings some $10 million; 
pipes, tubes and couplings about $31 million. 

I think that is all I need to say at the 
moment, at least about the basic industry, 
and I would go on to remark that the Tariff 
Board recommendations that were made in 
the report on wire and wire products are 
being implemented. 


The Chairman: If you are moving to wire 
products perhaps we should stop here and see 


whether there are any questions. Mr. 
Lambert? 
Mr. Lambert: Yes, I am interested in 


finding out, and perhaps Dr. Annis could tell 
me, whether there were negotiations or con- 
Siderations concerning railroad spikes, scarifi- 
er teeth and dozer blade edges. 


Dr. Annis: May I leave railway spikes aside 
for the moment; there is a special item for 
them and we will refer to it in a moment. 
Scarifier teeth and dozer blade edges are 
included with, and are regarded as parts of, 
the machines to which they are fitted and 
they will come under the great big broad 
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item, the new item 42700, as machinery under 
the machinery plan. 

So far as railway spikes are concerned, 
they are included in an item that relates to 
spikes and certainly big nails. It is Item 
430301 on page 75 of the Resolutions, railway 
spikes, and from a rate of 30 per cent it will 
be scaled down to the rate which is in line of 
174 per cent. Concerning imports, I might 
point out that imports under that item are 
rather small as one would expect from the 
level of ‘the rate. Wait a moment, I think I 
can give you a figure. In 1966 total imports 
were $10 thousand. 
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Mr. Lamberti: The reason I am asking that 
is that I want to lead into seeing what the 
United States has done in parallel action, 
because this is part of a more continental 
trading pattern. As you know, in Edmonton 
there is now a considerable branch plant of 
Stelco, formerly Premier Steel, which had 
developed a very extensive Canadian market, 
even in Eastern Canada, for these three items 
to which I made reference. 

To scale the duty down from 30 per cent to 
174 per cent may provide sufficient margin to 
encourage imports from the United States, 
and we would then look for a compensating 
market in the North, Central and Northwest- 
ern states. 

When we come to oil country goods I will 
talk about sucker-rods. I want to see what 
has been done about sucker-rods, because 
whereas we admitted sucker-rods free under 
the oil country goods originally, when this 
industry was developed in Edmonton and we 
could service the Williston Basin of North 
Dakota with these, we faced a 223 per cent 
American duty. This is the sort of pattern 
that I am looking at. 


Dr. Annis: Yes. It seems to me that you are 
quite right in wishing to look at this as a 
whole, and also to look at what we got on the 
other side. In advance of Trade and Com- 
merce representatives supplying the figures 
on exports, may I make two comments. 

First, to anticipate the matter on sucker- 
rods, as you said, when Western producers 
went into sucker-rod production some years 
ago... 


Mr. Lambert: I think the Canadian tariff 
change was about 1960 or 1961. 


Dr. Annis: I think you are correct, sir. 


Mr. Lambert: We voted for 10 per cent. 
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Dr. Annis: Yes; that corresponds with my 
memory of it. I recall quite clearly that the 
rate of duty had been free, but when they 
went into production we conducted certain 
re-negotiations in order to make possible the 
imposition of a rate of 10 per cent. This was 
done, and it seems to have worked out very 
well. I might add that no change is being 
made in that rate as a result of the Kennedy 
Round. 


To come back to the matter of railway 
spikes—and with them I think one should 
mention railway rails: and other nails and 
spikes, recognizing that Premier Steel may 
not be in the railway rail business—here a 
certain amount of rationalization is being 
done. That 30 per cent rate of duty on rail- 
way spikes stuck away way out—it was one 
of the mountains in the hills and valleys of the 
Canadian tariff. It is a mountain that has 
been lopped off to some extent, and at the 
same time no change has been made on some 
related items which now bear relatively low 
rates of duty. 


I might add that no change is being made 
in the rate of duty on railway rails, which 
already is relatively low. Railway rails, of 
course, was an item of great interest to Dos- 
co. Our recognition that Dosco had difficul- 
ties—we did not realize at the time possibly 
how great they were, but we knew they had 
problems—was one of the elements in the 
situation which accounted for the fact that no 
change was made in the rate on railway rails. 
I might add, it also accounts for the fact that 
no change was made in the rate on rods for 
fire-drawing and this sort of thing—an item 
of great interest to Dosco, and in respect of 
which they had been facing serious competi- 
tion from Europe, just as West coast produc- 
ers in Vancouver and Edmonton had from 
Japan. 
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The Chairman: Are there any further ques- 
tions on pages 64 to 67 dealing with iron and 
steel products? 


Mr. M. Schwarzmann (Assisiant Deputy 
Minister (Trade Policy) Department of Trade 
and Commerce): Do you wish to have the 
United States rates on those... 


Mr. Lambert: Yes, on those particular 
items; and what may have happened in 
regard to them. 


Mr. Schwarzmann: As a generalization, we 
obtained the full 50 per cent cut in the United 
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States tariffs over that whole range of items. 
There are quite a number of tariff items cov- 
ering these products. To give some examples, 
there is a general item covering mechanical 
shovels, coal cutters, excavators, scrapers, 
bulldozers, and so on, and parts thereof, and 
in there you have the blades and scrapers for 
bulldozers and so on. They will go from 10 
per cent to 5 per cent. 


There are a number of tariff items covering 
spikes, depending on the length and the 
material involved. In general, the main rate 
reductions seem to be from .2 cents a pound 
to .1 cent a pound. 


The Chairman: Is there anything further on 
this? If not, do you wish to comment on wire 
products, Dr. Annis? 


Dr. Annis: Yes, Mr. Chairman. The wire 
and wire product items to which I will be 
referring begin at the bottom of page 68 and 
continue through 69. 


If members of the Committee will look at 
tariff items 40101-1 to 40130-1 inclusive, these 
are the items which contain the principal 
tariff changes which are required to imple- 
ment recommendations made by the Tariff 
Board under reference number 132. In this 
reference the Tariff Board was asked to 
review all the items in the tariff relating to 
wire and wire products both ferrous and 
non-ferrous. 


The Tariff Board’s recommendations and 
these Resolutions, which, in the main, imple- 
ment those recommendations, provide for 
simplified tariff structure. It is proposed to 
introduce 12 new and revised items to replace 
or consolidate 38 former items. 


I might mention that this is a case in which 
we are doing something similar to what Mr. 
Lambert was just advocating, in terms of 
simplifying and improving—modernizing—the 
tariff structure. 

In this case, as in a number of others, it 
has followed a Tariff Board reference and a 
complete review of a sector of the tariffs. It is 
usually in such circumstances that it is easiest 
to accomplish a revision and modernization of 
this sort. It means that a whole sector is 
looked at as a group and this presents an 
opportunity for introducing a rationalization 
that usually involves not only reductions in 
tariffs but also some increases. If one seeks to 
consolidate a number of items one nearly 
always increases some rates at the same time 
that one is reducing others, and if the items 
on. which 


increases are taking place are 
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bound there is a need to re-negotiate present 
commitments. 


It is nearly always easiest to accomplish 
this when one has either a balanced package 
or a package which on balance involves 
reductions. If the package is of the latter sort 
there are great advantages to using it, if 
practicable, in trade negotiation and to trying 
to use it as an occasion to secure reductions 
in other countries’ tariffs in which we have 
an interest. 


I might say that of the 12 new items three 
involve merely technical changes. The 
remaining nine involve some increases and 
some reductions; but the reductions definitely 
overbalance the increases; and this is the 
reason why it was possible, and from our 
point of view, desirable that this group of 
items be thrown into the Kennedy Round 


negotiations and used as a bargaining 
counter in that respect. 
e 1620 


I might add that these Resolutions involved 
a few departures from the Tariff Board’s 
recommendations. These departures are as 
follows. One relates to wire rod to which I 
have already referred. The Board recom- 
mended the elimination of the MFN rate of 
duty, now $3 a ton, which is not very high on 
wire rod classified under Tariff item 37915-1. 
Imports under this item are mainly from EEC 
and Japan and, as J mentioned a few minutes 
ago, are pretty directly competitive with the 
output of Dosco and some of the far western 
producers. It was in recognition of the vul- 
nerable position in this regard that a govern- 
ment decision was made not to take any 
action, at any rate at this time, on this par- 
ticular recommendation of the Tariff Board. 

The Gother departures’ °from “the” Tariff 
Board’s recommendations are in the reverse 
direction. The Board recommended the termi- 
nation or striking out of three items which 
now provide for free entry under the British 
Preferential Tariffs of certain goods. This 
would have meant a simplification of the 
tariff, but it was a simplification which, both 
from the point of view of British export inter- 
ests and interests of some particular Canadian 
importers, had disadvantages. 


The items in question relate to barbed 
wire, roping wire, certain wire rope for use 
in commercial fishing operations and bailing 
wire. In each of these instances the decision 
was not to act upon the Tariff Board’s recom- 
mendation which, as I said, would have 
resulted in the elimination of an item’ which 
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provided for free entry under the British 
Preferential Tariff. 


In conclusion, I might add that retention of 
the free entry on wire rope for fishing, will 
meet very specific representations which were 
received from the Fisheries Council of Cana- 
da and the continued free duty entry of 
barbed wire and of bailing wire is, of course, 
of interest to Canadian agricultural interest. 


The Chairman: Are there any questions on 
this section? 


Mr. Lambert: 
used now. 


Not much barbed wire is 


Dr. Annis: I think this is true, sir, but at 
the same time it seems to me that it would be 
predictable that at least some exception 
would be taken to am increase in the tariff on 
it. ) 

The Chairman: Are there any further ques- 
tions on the wire products or any of the other 
related items on the balance of page 69? If 
not, let us move on to page 70. There are 
some other products here which seem to be 
related to wire products. We will move, then, 
into a group of different types of equipment 
and machinery, some for domestic use—prin- 
cipally for domestic use—although I do not 
suppose a fire engine would be ordinarily for 
domestic use. In any event, are there any 
questions or comments with respect to any of 
the items on pages 70 and 71? Is there any- 
thing you wished in particular to bring to the 
attention of the Committee, Dr. Annis? 


Dr. Annis: No, sir, I think not. These are 
items that really cannot be summarized. It 
seems to me that it is proper for the Members 
of the Committee to look at them individual- 
ly. If there are any questions they wish to 
raise, we will attempt to deal with them. 
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Mr. Irvine: Mr. Chairman, as I see it, 
glancing at it quickly, the only changes are in 
the Most Favoured Nation column. 


Dr. Annis: That is true, sir. Of course, you 
must recognize that nearly all the imports 
come from Most Favoured Nation countries... ., 


Mr. Irvine: Yes. 


Dr. Annis: ...and consequently, those are 
the rates that really count in this sector... __, 


Mr. Irvine: The amounts are really mini- 
mal, are they not? . itor 
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‘Dr. Annis: The reductions are not very 
great. They are modest amounts. 


The Chairman: Let us turn now to page 72 
and the first three items are again in the 
miscellaneous category and then we seem to 
begin a category of machinery which covers 
the balance of pages 72, 73 and almost all of 
page 74. 

First of all, are there any questions or com- 
ments on the miscellaneous items at the 
beginning of page 72? 


Mr. Lambert: We discussed all of the items 
on page 72 on Item 42700. 


The Chairman: That is right. My comments 
were only with reference to the first three 
items. I was going to suggest that, bearing in 
mind the rather complete discussion we had 
in the framework of Item 42700, we might 
now take a look at the balance of page 72, 
page 73 and page 74, with the exception of 
the last two items which deal with cutlery. 
All of them seem to fall into the general 
category of machinery. Am I not correct, in 
that Dr. Annis? 


Dr. Annis: Yes, sir. 


Mr. Lambert: With regard to Item 42729-1 
ball and roller bearings n.o.p., this has been 
moved into the cut in one jump. Is there 
another item in which there is no change 
being made and is this particular item one 
that is relatively inconsequential? 


Dr. Annis: There are other items which 
relate to ball and roller bearings. There is one 
provision for certain ball and roller bearings 
under the automobile schedule and there is a 
lengthy provision in respect to agricultural 
implements and that sort of thing that pro- 
vide for free entry of any materials including 
ball and roller bearings for use in the produc- 
tion of agricultural implements. However, it 
does not follow that this is an inconsequential 
item. Actually, imports under this item, are 
quite substantial—about $12 million in 1966. 
One reason for making the reduction in a 
single move is that this will bring the rate 
into line with that which applies to machin- 
ery, that is, machinery available from 
Canadian production, under the machinery 
plan. If the rate on ball and roller bearings 
were more than 15 per cent, it would mean 
that, in many instances, one would have a 
higher rate of duty on a component than on a 
finished machine which would be dutiable at 
not more than 15 per cent. 
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Mr. Lambert: In other words, it parallels 
Item 42700? 


Dr. Annis: Yes sir. 


The Chairman: Dr. Annis, if you will look 
at the following item, “machinery for dairy- 
ing purposes’, it appears that the rates in the 
Resolution are exactly the same as the pres- 
ent rates. What is the purpose of having an 
item of that type in the Resolutions? 


e 1630 


Dr. Annis: The explanation of that, sir, is 
that one should look at it in conjunction with 
the immediately following item. At present in 
the tariff the two lists, if that is the right 
word, of kinds of dairying machinery are 
combined in a single item at a rate of 15 per 
cent. Under the Kennedy agreement and 
these Resolutions the item is divided into two 
parts, one of which provides a reduction in 
one step from 15 per cent to 74 per cent on 
the power fillers and cappers, the power milk 
bottle washers and so on. I might add that 
these are types of machinery which are not, 
at present, made in Canada and for which 
there is no immediate prospect, as far as we 
know, of Canadian production. While no 
change is proposed, in respect of the other 
part of the item, I might add that it is the 
small part of the item which relates to certain 
other types of equipment which are available 
from Canadian producers in what seems to be 
adequate volume to look after the needs of 
Canadian consumers. I might add that in 
these items—while the phrase used is for 
dairying purposes—you will note this is for 
dairies, and not for farm purposes. The kind 
of thing that is used on the farm is already 
free of duty and has been for some years, if 
it meets the test of being a farm implement 
or machinery as defined in that very broad 
group of items which are accorded free entry. 


The Chairman: Do you have any further 
questions or comments at this time on pages 
72, 73 and 74, with the exception of the con- 
cluding two items, Mr. Lambert? 


Mr. Lambert: On 42732, I was just wonder- 
ing, if the equipment or machinery for dairy- 
ing purposes in its true sense could not have 
stood some reduction in price? I do not know. 
But as we know, one of the difficulties in the 
dairy industry today is the cost-price squeeze, 
and one of the biggest complaints from dairy 
farmers who are actually dispersing their 
herds and getting out of dairying is that they 
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cannot face up to the cost of installation of 
the machinery. This has escalated somewhat 
over the past few years, and milk marketing 
boards and milk distributors are asking for 
higher and higher mechanization to the point 
where, frankly, the little fellow is pushed out. 
We have not possibly seized upon the oppor- 
tunity of giving these people a bit of a break 
by a price reduction in reducing the tariff on 
this type of machinery. 


Dr. Annis: Well, it seems to me this is 
certainly a legitimate point, one that ought to 
be kept in mind for possible future negotia- 
tions. It is one that gets very much into poli- 
cy, on which, of course, I would not wish to 
comment. The only point I would add is that 
the part of the item on which a reduction of 
50 per cent is made in these Resolutions cov- 
ers about two-thirds of the trade involved, 
and that part on which the rate is main- 
tained, covers only about one-third of the 
trade. We must use approximations here 
because our statistics do not permit a com- 
plete and accurate breakdown, but the esti- 
mate I have is that in 1966 imports under that 
part of the item—what is now the second 
item—on which the reduction is made were 
$720,000, while on the first of the two items, 
the part on which no reduction was made, the 
imports were about $350,000. 


Mr. Lambert: I fully recognize Dr. Annis 
this is a policy question, but I thought I 
would red flag it, at this point, because it 
seems to me that the milk producer on the 
farm is the one that is concerned with 42732; 
he is the one that is not being given any 
break under the maintenance of the rates. 


Dr. Annis: Well, we at the official level will 
certainly take note of that. 


The Chairman: Now, is there anything fur- 
ther with respect to the pages I have men- 
tioned? Mr. Irvine. 


Mr. Irvine: Mr. Chairman on page 74, just 
as a matter of clarification, 42907... 


The Chairman: Actually, I have not come 
to that yet, I wanted to start that, assuming 
we had no further questions with respect to 
the three preceding items on page 74. If not, 
Mr. Irvine? 
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Mr. Irvine: I just wanted to ask whether 
this item on razors, included electric razors? 


Dr. Annis: That is correct, sir. There is a 
separate item; something about electric dry 
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shaving machines. I think that is the phras 
used. | 


Mr. Irvine: All right. Now, one other ques- 
tion which I think is rather general. Why, 
behind each of these or as a suffix to each of 
these numbers is there a “1”? 


Dr. Annis: This arises from the statistical 
needs, or I might say, really it is a recom- 
mendation of the Dominion Bureau of Statis- 
tics in connection with the changeover to a 
new tabulating system for recording imports. 
You said, in each case there is a “1”; actually 
it is not quite every case. If it were every 
case, there would be no need. In the tariffs 
there are some. 


The Chairman: For others, sometimes 2’s 
and 3’s. 


Dr. Annis: Yes. Incidentally, you have a 
very good point; it would have been desirable 
if we could have avoided the nuisance of 
referring to so many numbers each time. 


Mr. More (Regina City): I just wondered if 
the “1” indicates Kennedy Round changes? 


Dr. Annis: No, sir. Those are figures in the 
present office consolidation of the customs 
tariff. In some instances, there is also a 
second subdivision which provides part 2, 
which at some stage or other has been split 
off from the item that is now labelled as 1. In 
some cases there is more than 1 and 2; in 
some cases there are 3 or 4. 


The Chairman: We should bear in mind 
that these Resolutions do not cover every 
item in the tariff. Am I correct? 

Dr. Annis; Yes, sir. 


Mr. More (Regina City): That is what I 
meant, and I thought perhaps the one just 
identified this series of negotiations. 


The Chairman: Now, if we have no further 
questions with regard to cutlery of iron or 
steel, let us move on to page 75, which is a 
grouping of items. I suppose you could call 
them fasteners of various sorts—nuts and 
bolts and spikes. Are there any questions on 
these items? If not, let us also ask about the 
two remaining items. They are different types 
of tools, I guess you would call them, for 
chopping things or cutting things, and meas- 
uring rules and tapes. There are no further 
questions? Yes, Mr. Ballard? 


Mr. Ballard: I wonder if Dr. Annis could 
refer back to 43025, wire nails. What hap- 
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pened to the wire nails over one inch in 
length; have you heard something about 
them? 


Dr. Annis: Yes, they are not included in 
these Resolutions because there is no change 
proposed in the present rate of duties. 


The Chairman: Now, page 76; this seems to 
be mainly utensils made of iron or steel; 
kitchen and other types of similar utensils or 
containers. Are there any questions or com- 
ments on the items on this page? 


Now, let us look at page 77; with the 
exception of the concluding item it seems to 
deal with locomotives and ae EN cars and 
wheels. Mr. Lambert? 


Mr. Lamberti: Number 43420-1. These are 
for steel wheels for use on railway rolling 
stock, n.o.p. Presumably there is somewhere a 
more extensive item dealing specifically with 
the bulk of the category of railway wheels, or 
steel wheels. Whereas this category is main- 
tained and, we have pretty well maintained 
the same tariff level for British preferential, 
the MEN have undergone some. rather 
extensive cuts. I was wondering why. Is it 
felt that the British, or the Commonwealth 
countries enjoying B.P. have a sufficient com- 
petitive edge that it did not matter so much, 
or were they themselves not prepared to 
grant us compensative reductions? 
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Dr. Annis: It seems to me there are really 
two points involved there. The first one is the 
rather extensive cut in the MFN rate which is 
to go down from 274 per cent to 174 per cent. 
My comment on that point, looking at the 
shape of the tariff as a whole as it is emerg- 
ing, is that the 174 per cent rate, which is 
proposed at the end of the period, is what one 
might regard as being a more natural, normal 
or proper sort of rate and that the 274 is 
pretty badly out of line in terms of the 
Canadian tariff, even as it exists now. It is an 
exceptionally high rate and if it were not 
reduced drastically, it would be very much 
out of line with the general level of rates that 
are proposed on comparable goods. 


Mr. Lambert: May I interpose? What is the 
end objective? Is it uniformity of tariffs, is it 
the protection of goods made, or the deriva- 
tion of -révenue? What’ is’ the - prime 
consideration? 


Dr. Annis: I. would like to put it a little 
differently. The end result of this is to 
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achieve a tariff which, both with regard to 
the general level and to the structure or 
the relationship—inter-relationship—between 
various rates, is a better one—an improved 
one—and which, unless there are extremely 
good reasons to justify it, does not include 
very high rates of duty. The objective of the 
Kennedy Round exercise and an objective 
which was part of the policy directive laid 
down before the negotiations started, as far 
as the Canadian team was concerned, was to 
be prepared to reduce rates of duty, in par- 
ticular those at a level, in the light of present 
circumstances, that were not justified. A 274 
per cent rate on steel wheels, it seemed to 
me, would be one that could properly be 
regarded as being out of line and with respect 
to which, one might very well start off with 
an assumption, that unless it is proved to the 
contrary the rate of duty on this sort of thing 
must have been. This, after all, is a compo- 
nent for a pretty important item of capital 
equipment. If one thinks in terms of a desira- 
bility of trying to bring down Canadian costs 
of production and distribution, surely, trans- 
portation is an important element of that. 


Mr. More (Regina City): Will it create prob- 
lems for Canadian industry in this line or will 
it make them more viable by having an export 
market they do not now have? 


Dr. Annis; We, in the Department of Fi- 
nance, have no reason to think that it will 
create any particular problem based on any 
evidence that we have. It seems to me that is 
reinforced by the fact that we have not 
received any complaints or representations 
from any producers in the now nearly seven 
months that this has been public information. 


The Chairman: That is the answer. 


Dr. Annis: Also, the imports under the item 
are not very large. 


Mr. Irvine: Mr. Chairman, under Item 
43410-1, there is quite a difference between 
the Most Favoured Nation’s rate of 25 per 
cent and the proposed eventual 1972 rate of 
173 per cent, which would likely represent 
more than the net profit of the Canadian 
firms so engaged. 


I would like to ask Dr. Annis what other 
provision—this is an n.o.p. item—made for 
the protection of these firms? 


Dr. Annis: This is the locomotive item? 


Mr. Irvine: Yes, Item 43410-1. 
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Dr. Annis: So far as I know, no other 
provision is made for the protection of these 
firms, and I have not seen any argument 
made that any ought to be. This is an area 
where we are, after all, pretty efficient. It is 
an area where the present rate of duty is 
pretty high and it seems to me that the same 
line of argument we have been developing in 
relation to the steel wheels should, to some 
extent, be applied here. 


I might add, as you, of course, well know, 
that the day of the steam locomotives is gone 
and that what we really are talking about 
now are diesels. After all, this is General 
Motors and other firms of a sort. They are in 
a pretty good position to get along with mod- 
est levels of protection as opposed to high 
levels of protection. 


Mr. More (Regina City): Is there any other 
concession that helps us in the export 
market? 


Mr. Schwarzmann: The  non-railway 
wheels; we were just looking at that. The 
present United States rate of 4 cents a pound, 
will be eliminated. 


Mr. More (Regina City): What about the 
locomotives? 


Mr. Schwarzmann: On locomotives, the 
United States rate will be going down by 50 
per cent, from 11.5 to 5.5 per cent. 


Mr. Irvine: That is the duty into the United 
States? 


Mr. Schwarzmann: That is the United 
States tariff into the United States. 
Mr. Irvine: I am concerned with this 


because in my area we have a large producer 
of locomotives: I believe there is one also in 
Kingston and one in Montreal. There may be 
others, but I know there are those three. 
Were any representations or objections made 
by any of these manufacturers or were 
representations made, period? 


Dr. Annis: The reply to that question, I 
think, sir, is this. We did receive representa- 
tions in advance of the negotiations. A brief, 
or briefs, very definitely were in the hands of 
the committee which met under Hector 
McKinnon’s Chairmanship and of which a 
number of us here were members. There 
were representations in advance. There have 
not been to my knowledge, any representa- 
tions received on this item since the results 
have been made known. I tihnk I am perfect- 
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ly safe in saying that none have been made to 
the Department of Finance. I cannot recall 
any: Mr. Loomer cannot recall any and on 
this sort of subject, we see everything that 
comes in. 


The Chairman: We did not get any here. 


Dr. Annis: Mr. Chairman, might I add one 
further comment? It goes back to Mr. Irvine’s 
earlier remarks in which he referred to the 
fact that the proposed reduction from 25 per 
cent to 173 per cent in the tariff protection on 
locomotives—a reduction of 74 points—is pre- 
sumably greater than the present margin of 
profit which producers would be making. In 
that regard, it seems to me it is proper to 
point out that there is every reason to expect 
that the Canadian producers are not taking, 
by any means, full price advantage of their 
tariff protection, and that, consequently, a 
reduction in the tariff will not necessarily 
reduce their profits—not necessarily at all. 
There is every reason to expect that if it does 
reduce them at all, it will not be by anything 
like the amount of the reduction in tariff. 

The only circumstances in which the profits 
of a producer would be badly hit would be if 
the producer is taking full price advantage 
and, consequently, is forced to reduce his 
prices by the full amount of the tariff reduc- 
tion. I have no reason to think that that is the 
case here. 


Mr. More (Regina City): There is no front 
end loading; the five year period is uniform 
in reducing this, I noticed. 


Dr. Annis: Yes sir. 
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Mr. More (Regina City): That there have 
been no representations would be a factor. 


The Chairman: If you have no further 
questions in this grouping, it would appear 
that beginning with Item 43803-1 at the bot- 
tom of page 77, continuing to page 84 up to 
and including item 43910-1, we are dealing 
with automobiles and auto parts. 


Mr. Monteith: Mr. Chairman, I asked a 
question last week and I think the informa- 
tion was supposed to be secured for me; I do 
not suppose it is available yet. I think the 
question concerned the division between 
automobiles and related products and other 
products both in exports and imports for the 
last three or four years. 
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'Mr. Schwarzmann: Mr. Chairman, I had 
the figures yesterday. I am afraid I have not 
got them today, but I recall it was roughly 
something like this: two-thirds—this is in 
terms of the increase in manufactured goods, 
exports. 


Mr. Monteith: What I actually wanted was 
total exports, the variance between other 
products and everything else and automobiles 
for the last three or four years, and also the 
imports as automobiles and all other things. 


Mr. Schwarzmann: 
information. 


I have not got that 


The Chairman: I have a note that you are 
to develop it and report to us later on. Now, 
since we are dealing with a fairly major cate- 
gory here, if you like I will give you the 
opportunity to make some preliminary com- 
ments. I believe I have included all the items 
relating to automotive products, have I not? 


Dr. Annis: I believe you have, sir. Yes, I 
think I might comment briefly in general 
terms. What is proposed here relates fairly 
directly to the automotive products agree- 
ment, and maybe I should say a word or two 
about the connection. 

The automotive products agreement with 
the United States and also, I might say, the 
other arrangements in the automotive field 
which were made somewhat earlier with Volvo 
and then with GIC in connection with the 
assembly in Canada of Renault and Peugeot, 
provide for the entry of automotive products 
into Canada on terms that are more favoura- 
ble than those provided in the basic historic 
tariff items. 


Mr. More (Regina City): Dr. Annis, I do not 
want to interrupt, but does this apply to 
Japanese products too? We have the set up 
of—I forget the name, but... 


The Chairman: CMI. Have they qualified 
yet for... 


Dr. Annis: Well, this organization came into 
being after the automotive products agree- 
ment was in force and consequently they 
were in a position to take advantage of it. 


These other arrangements were initiated in 
advance of the automotive products agree- 
ment and some special arrangements were 
made which involved, in effect, reduction of 
duties on certain parts and components by 
Order in Council, special arrangements which 
were made in advance. 


Finance, Trade and Economic Affairs 


January 24, 1968 


e 1655 


The point I was about to make is that these 
special arrangements under the agreement 
are set out in separate tariff items which 
come at the end of the tariff. If you want to 
refer to them in the customs tariff you look 
up items 95001 and 95006, in each case fol- 
lowed by a 1. 


Now, those items are not affected by the 
Kennedy Round reductions. The items that 
you have before you here which are affected 
by the Kennedy Round Tariff reductions are 
the original items in the tariff and they apply 
to the finished vehicles. You will notice the 
vehicle item is here and that a reduction from 
17% per cent to 15 per cent is provided for; 
this also applies to any automotive products 
which do not qualify for entry under the spe- 
cial tariff items set up following the Canada- 
United States agreement. . 


These will be mostly replacement parts bu 
they would also apply to any other parts 
which, for whatever reason, did not qualify 
for admission under the automotive products 
agreement. As far as parts are concerned 
basically we are talking here about after-mar- 
ket parts. 


The rates that are provided for by these 
reductions would apply, of course, more gen- 
erally if the automotive products agreement 
should collapse or for whatever reason these 
free entry provisions were terminated. 

On motor vehicles—passenger cars, trucks 
and so on—the MFN duty is reduced by 
these Resolutions from 17 per cent to 15 per 
cent. The duty on the various parts that are 
now dutiable at 174 per cent or which, prior 
to January 1 were dutiable at 173% per cent, 
will be scaled down progressively to 123 per 
cent. For other parts which have in the past 
been dutiable at 25 per cent, the new rates 
will be 15 per cent or 20 per cent. 

Now, I do not know whether Mr. Schwarz- 
mann would like to say something about the 
other side of it or whether I should say just a 
brief word. Possibly I can do that and then 
he can develop it more fully if he wants to. 

The United States reductions in this area, 
which would apply to any parts not covered 
by the agreement, are as follows: On passen- 
ger cars the United States rate is being 
reduced from 6% per cent to 3 per cent; on 
special purpose vehicles other than fire 
engines the United States rate goes from 10 
per cent to 5 per cent, and on motor vehicle 
parts—that wouid be after-market parts or 
other parts that do not qualify—the rate 
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would go down from 8 per cent to 4 per cent. 


I might add that we do have quite a volume 
of trade in that category; it was about $32 
million in 1966, so that there is every 


reason... 


Mr. Monteith: Imports or exports? 


Dr. Annis: These are exports. I think I 
should pause here and ask Mr. Schwarzmann 


whether he wants to stand on this. 


Mr. Irvine: Do you know the value of 


imports in that category at the same time, 
say, from the United States? 


Dr. Annis: On that we know what the total 
imports are, but have only an estimate and 
breakdown of what is under the automotive 
scheme and what is not. 


The total trade figures, which include both 
products covered by the agreement and not 
covered are as follows and, in fact, I can give 
you both the import and the export side if 
you wish. 


For the calendar year 1966 Canada’s 
imports from the United States were $1,502 
million. The total from all countries, was $1,- 
361 million. On the export side... 
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Mr. Monteith: Pardon me. Did I not under- 
stand you to say $1,502 million? 


Dr. Annis: I beg your pardon. I should put 
it in these terms, I think; $1.5 billion. 


Mr. Monteith: Yes. $1.5 billion for imports 
from the United States. 


Dr. Annis: 
States. 


Mr. Monteith: And all other countries is the 
$1.36. 


For imports from the United 


Dr. Annis: No, from all countries including 
the United States, $1.6 billion. 


Mr. Monteith: Yes, all right. 


Dr. Annis: On the export side, our exports 
to the USA were $845 million and to all 
countries, just over $1 billion. It was $1.005 
billion. You might say $1.0 billion. 


Mr. More (Regina City): Is that the first full 
year of experience under the automotive tax? 


Dr. Annis: No, it is not ‘the first full year; 
but, I suppose one could say it is the first 
year in which this really began fully to bite, 
particularly on the export side. These figures 
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are a startling increase from any previous 
year. 


Mr. More (Regina City): 


You mean in 
regard to exports? 


Dr. Annis: In regard to exports, yes. 


Mr. More (Regina City): What about the 
increase in imports? 


Dr. Annis: The increase in imports has also 
been great. In percentage terms, it, of course, 
has been very much less because we started 
off from a considerably bigger base, and in 
absolute terms, the increase in imports is 
definitely less than the increase in exports. So 
our deficit in this period has been reduced. 


Mr. Monteith: You would not have those 
identical figures—the $1.5, the $1.6, the sian 
million and so on for the year 1964? 


Dr. Annis: Well now, just a moment; I 
have a published document put out by the 
Motor Vehicle Manufacturers’ Association. — 


The Chairman: I have that in my office. 


Dr. Annis: I was going to say that I am not 
sure these figures are strictly comparable; no, 
they are not as to period. But, I think they 
give you the essence of what you want. If we 
look at the total of automotive imports; parts 
and vehicles—I have here two comparative 12- 
month totals; the 12-month total for the peri- 
od ending July, 1966 and the period ending 
July, 1967—the imports for the 12-month 
period ending July, 1966 were $1.38 billion 
and the corresponding figure for 1967 is $2.1 
billion. I am rounding to the nearest hundred 
million. 


An hon. Member: Exports? 
Dr. Annis: No, these are imports. 
An hon. Member: Imports, yes. 
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Dr. Annis: Here are the exports. As I say, 
what I am reading from is a publication put 
out by the Canadian Motor Vehicle Manufac- 
turers’ Association. For the 12-month period 
ending September, 1966, the total of automo- 
tive exports; parts and vehicles, are given in 
this publication as $736 million, and for the 
12-month period ending September, 1967, as 
$1.6 billion. You will see this is a startling 
increase, more than doubling, and in absolute 
terms it is an increase of nearly $900 million. 
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Mr. More (Regina City): You gave us figures 
on the basis of the calendar year 1966? 


Dr. Annis: Yes, it was the calendar year 
1966. 


Mr. More (Regina City): Exports are shown 
here as $845 million, and from all countries 
$1 billion. $1.6 billion seems to be a lot of 
difference regardless of how... 


Dr. Annis: This is an area where changes 
have been taking place very rapidly. When 
one goes from figures that move up only six 
months, you get startling differences. 


Mr. More (Regina City): Startling differ- 
ences, yes. 


Dr. Annis: Now, I am afraid I run the risk 
of being rather unscientific because I was giv- 
ing you figures that were from two different 
sources. 


Mr. More (Regina City): Yes, and for two 
different periods, too. 


Dr. Annis: Two different periods too. But in 
any case the second set that I gave you relate 
to a very recent period. They have been com- 
piled by the Motor Vehicle Manufacturer’s 
Association and I think they reveal the basic 
facts of the story. 

I might add that we have a third table here 
but, I would suggest—if you are satisfied sir 
—probably we had better leave it at that 


because these figures become pretty 
complicated. 
Mr. Clermoni: What is wrong with the 


third table? 
Dr. Annis: I beg your pardon. 
An hon. Member: Whose figures are they? 


The Chairman: I think the Department of 
Industry has comprehensive figures covering 
equivalent time periods and computed on the 
same basis as for these time periods. I think 
Dr. Annis is trying to carry out a synthesis. 


Dr. Annis: Well, this third table was pre- 
pared by the Dominion Bureau of Statistics. 
It relates to calendar years, so basically the 
sources would be those from which I was 
quoting when I referred to the first table. But 
this is a more elaborate presentation; to 
attempt to digest this would, I fear, be very 
difficult unless everyone had the complete 
table in front of them. 
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Mr. Monteith: Maybe we could have it dis- 
tributed. Not right now but at another 
meeting. 


Dr. Annis: Well we certainly have a single 
copy of this available now. We could readily 
have it reproduced and distributed at the 
next meeting. 


Mr. More (Regina City): Does this table 
provide statistics on the same 12-month peri- 
od, before and after, as it were? 


Mr. Loomer: Yes sir, for three years; 1964, 
1965 and 1966. 


Mr. More (Regina City): Well I think this is 
in essence, the information we would like to 
have. 


The Chairman: Yes. 


Mr. Clermont: Any objection to these tables 
being printed in our daily report? 


The Chairman: Well there could not be any 
objection because I have it, and I am giving 
it to our Clerk so she can have copies made 
right now. I will just mark for Miss Ballan- 
tine the portion we need under the heading 
Transportation Equipment. I gather this is 
information accumulated from the Depart- 
ment of Industry or, the Dominion Bureau of 
Statistics sources developed by the Depart- 
ment of Industry. Am I identifying that 
correctly? 

When we have this before us, it will be a 
lot easier to follow this question because it 
can be very complicated and perhaps we 
might create the wrong impression if we are 
not dealing with the same time period in each 
year and not dealing with the same basis for 
statistics. It may be rather unfair to you Doc- 
‘tor, although you are doing a very good job 
of putting together these various sets of 
source materials. I think we should ease your 
load by getting a comprehensive table. 
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Now, perhaps you can continue. You had 
just finished outlining for us the effect of the 
tariff changes for Canada. You have asked 
Mr. Schwarzmann and he has responded by 
telling us of the tariff concessions that we 
have won from the United States in this area 
of trade. 

Is there any further general information 
explaining these items that you think we 
should have before I invite members of 
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the Committee to pose any questions they wish 


to ask? 


Dr. Annis: I have nothing further to say. 


Mr. Monteith: Does the automobile agree- 
ment supersede all this. 


Dr. Annis: No, sir; that is not entirely true. 
The automobile agreement relates to the 
trade in vehicles and parts for original equip- 
ment. It does not relate to the so-called after- 
marked parts. This is quite an important 
trade. 


The Chairman: Is there not also another 
factor, so that if the motor vehicles manufac- 
turers do not meet the requirements of the 
pact, with respect to manufacture and 
Canadian-content, then their imports are sub- 
ject to duty under these items; so that there 
are two factors to which this set of items 
could apply? 


Dr. Annis: Yes; and I think one could add 
as a third point that if the automobile agree- 
ment should terminate, for whatever reason, 
these are the rates which should become the 
effective rates not only for after-market parts 
but for original equipment. 


The Chairman: Of course, it should, per- 
haps, be noted here that, as I understand it, 
the agreement is ome with an indefinite term, 
which can be termenated on one year’s notice 
by either side. I do not think there is a fixed 
term. Although there is a provision for 
review after its first three years—which 
review is now under way—the actual termi- 
nation does not come about through the arriv- 
al of a certain date but rather by either side’s 
giving notice of one year or more. 


Are there any questions or comments on 
this group of items? I think Dr. Annis and 
Mr. Schwarzmann have reviewed the impact 
of these quite comprehensively. 


Mr. More (Regina City): Mr. Chairman, 
there is one item in which I am interested. I 
am not sure under what heading it appears. 
So that I will not overlook it perhaps you will 
permit me to ask Dr. Annis a question now. 


The Chairman: Certainly. 


Mr. More (Regina City): In the publicity 
given the heavy electrical industry in the 
story about them that was published last 
week they complained that they had expected 
the reductions to be phased equally over a 
period. In particular, they complained about 
front-end loading, in regard to their items. 
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The Chairman: Before I ask Dr. Annis to 
answer perhaps we could find out where it is 
in the tariff. There may be other questions on 
the same kind of item. 


Mr. More (Regina City): The reason I ask 
for your permission, Mr. Chairman, is that I 
had a note and a clipping on it and I have 
misplaced both of them. 


The Chairman: If you had the material 
before you you might be in a better position. 
Perhaps you could identify the item when it 
comes up. 


Dr. Annis: I think that what would be 
primarily in mind in this suggestion would be 
a group of three items which appear on page 
89. 


Mr. More (Regina City): Mr. Chairman, 
instead of asking the question I will just 
mark the items so that I will know where to 
look. 


The Chairman: Yes. I am sure we will 
reach them in a few minutes, although it is 
perhaps rash of me to suggest that. I know 
that at least one other member, Mr. Lind, has 
questions on this category. 

Are there any further questions or com- 
ments on the automotive categories. If not, let 
us move on to the remaining items on page 
84. 


Mr. More (Regina City): Mr. Chairman, I 
have one further question. Are the rates 
applicable to the after-market the same for 
all countries? There is no difference in the 
after-market because of the automotive pact 
with the United States, is there? 


Dr. Annis: That is correct, sir. 
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The Chairman: Let us move to what some 
members may consider belong to quite anoth- 
er age. I see two items referring to farm 
wagons and freight wagons. I presume we 
will not have too many questions on these. 


Mr. Monteith: I do not see any Red River 
carts mentioned there. 


Mr. More (Regina City): These farm wag- 
ons could have rubber-tired wheels and 
ball-bearings. 


The Chairman: That is right; but what of 
freight wagons, and children’s carriages, sleds 
and other vehicles on the following page? 
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If there are no questions on these miscel- 
laneous vehicles let us move on to the next 
group which seems to apply to vessels and 
boats. Do you have any questions or com- 
ments on this group? 


Mr. Lambert: There is an explanatory note 
in 44004-1, to the effect that the Minister 
may, by regulation, exempt from further duty 
after initial duty has been paid under the 
three preceding items. What is the technical 
explanation of that, Mr. Chairman? What is 
the significance of this blanket authority? 


The Chairman: Perhaps it would also be of 
interest to know whether this is really a new 
statement in the item. 


Dr. Annis: Yes, sir; I think that is probably 
the basic point to be made. 


This provision appears in the present tariff 
item. It relates to certain provisions under the 
Canada Shipping Act. 


Before speaking to them—if I should speak 
to them—I think that I ought to refresh my 
memory. Probably I can say enough on this to 
enable us to go on. 


There are certain provisions in the Canada 
Shipping Act which, under certain conditions, 
provide that if a ship is imported for one 
purpose—for the coasting trade, let us say— 
and diverted to another certain duty is 
applied, although I am not sure that “duty” is 
the correct word. This provision relates to 
that. 


The point I wish to make is that this is a 
continuation of an existing provision, without 
change, so that the only significant point for 
our present purposes is the reduction in the 
rate of duty. 

I might also add that that provision is not 
really relevant to these small pleasure boats 
that are covered by this item. 

It was felt that it was necessary to include 
it there because it appeared in what might be 
called the parent item from which this was 
extracted and which does relate to seagoing 
vessels. 


Mr. Lambert: Perhaps I was rather misled 
by its position and the continuation of the 
same type. As a matter of fact, it appears 
really to belong in 44004, when, in essence, 
this provision for exemption by regulation 
has more application to 44002 and 44003 than 
to 44004. 


Dr. Annis: Yes, sir; that is correct. It seems 
to me that the point would be made some- 
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what clearer, without spending an undue 
amount of time on it, it I were to read the 
text of the item as it appears in the tariff. I 
am sorry; that is unnecessary. It is in the 
resolution immediately above. 


The Chairman: Do you want any further 
information, Mr. Lambert? If you do, I will 
ask Dr. Annis to look into it and report back 
to us tomorrow morning. 


Mr. Lambert: No; he has explained it. But 
for the life of me I cannot see how it would 
have any applicaticn to a small open boat less 
than 30 feet long. 


Dr. Annis: I think you are perfectly right 
sir. In fact, going back a little, I believe my 
own view was that it was not necessary to 
include this item in the text. However, at an 
earlier stage there was a little doubt about 
this and we did put it in, you might say, so 
that our rear would be protected. 


Mr. Lambert: It might be a deck boat. You 
know on the larger vessel where you would 
have an open boat possibly for safety or aux- 
iliary reasons. 


The Chairman: If we have no further ques- 
tions on the grouping for vessels and boats 
and also some items for fisherman, then let us 
move on to the next page, which is 86, and 
there will be found a grouping with respect 
of aircraft and aircraft engines. Are there any 
questions on this? 


Mr. Lambert: These are the two items, are 
they not, that are the perennial appearers in 
the annual budgets? Are they now going to be 
fixed? Is it a fact that we are not going to see 
those in future budgets? 


Dr. Annis: I think you give us a little too 
much credit there, sir. I think it is predicta- 
ble that they will not appear in an annual 
budget for next year, but that they would 
appear in the following one. It seems to me 
that in this case—even while you may get 
rather tired of their appearance—there is a 
sufficient reason for doing it this way. 


The Chairman: Could I intrude here? Per- 
haps, both yourself and Mr. Lambert could 
provide some clarification for the rest of us 
regarding the significance of the appearance 
or non-appearance of these items in the 
budgets. 


Dr. Annis: The significance, sir, is really 
this. With regard to aircraft and aircraft 
engines, in fact, almost all the imports into 
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Canada come in free of duty. They come in 
free of duty under a provision that is statuto- 
ry, but with a time limitation. The second 
line that appears here sets out in the present 
rates a 15 per cent rate of duty and under the 
new post-Kennedy regime a rate of 74 per 
cent is a rate of duty which would come into 
effect if Parliament did not extend the tempo- 
rary free entry provision. 

Now, for reasons which have been regarded 
as adequate by a succession of governments 
of both political parties, it has been consid- 
ered desirable to give the Canadian users the 
benefit of, in effect, free entry, free aircraft. 


Mr. Lambert: On a class or kind basis? 


Dr. Annis: Yes, on a class or kind basis. 
But, in fact, all four-engined commercial air- 
craft and most smaller aircraft are ruled to 
be in a class or kind not made in Canada and, 
consequently, qualify for the free entry. Since 
the volumes of trade involved are so large 
and since it is in our interest to do what we 
can to get other people’s rates of duty down 
on this, and in recognition, also, of what I 
would regard to be a fact—I think most peo- 
ple would—that under present conditions no 
aircraft model can be produced economically 
if it is produced for only one country’s mar- 
ket, even if it is a big country, let alone 
Canada. 


The Chairman: Britain has found that out. 


Dr. Annis: Yes. We cannot hope, really, to 
produce an aircraft or an aircraft component 
unless it is sold beyond Canada and maintain 
in the background a potential rate of duty 
which gives us some leverage in dealing with 
other countries. The United States, in this 
Kennedy Round Agreement, are also cutting 
their rates of duty on aircraft and aircraft 
parts by 50 per cent. I think it is generally 
regarded to be in the Canadian interest. Cer- 
tainly the Air Industries Association of Cana- 
da, as well as the users, the Air Transport 
Association of Canada, are publicly on 
record, I think, as saying that they would 
welcome a situation in which there was a 
two-way free entry arrangement between the 
United States and Canada. The day may come 
when that is practicable and I would think 
that we wll be in a better position to secure 
that desirable result if we have potentially in 
the background a rate of duty that could be 
applied if we do not get what are regarded as 
reasonable terms of access to other markets. 
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Mr. More (Regina City): We have made a 
cut of 50 per cent, then, in our potential rate. 


Dr. Annis: Yes, sir, and the United States 
has done the same. 


Mr. More (Regina City): What is the United 
States’ rate on the Caribou and some of our 
aircraft? 


Mr. Schwarzmann:;: It will be going from 10 
to 5 per cent. 


Mr. More (Regina City): And aircraft parts? 


Mr. Schwarzmann: From 8.5 to 4 per cent 
on aircraft parts and engines. 


The Chairman: At the same time it would 
appear that Canada will retain, after January 
1, 1972, a protection certainly no less than the 
United States will retain? 


Dr. Annis: Yes, sir. Retained in the sense 
that it will be actually applied on aircraft and 
parts ruled to be of a type or size made in 
Canada and will be available—potentially, at 
least—with regard to that that it is ruled not 
made and remembering that in terms of our 
international position and negotiating position 
the important item—the important item in 
terms of trade volume—is that that is ruled 
to be not made. 


The Chairman: I have just one question. 
The items begin with the heading: ‘Aircraft, 
not including engines, under such regulations 
as the Minister may prescribe.” Exactly what 
area would these regulations cover, class or 
kind, valuation for duty, or what? 


Dr. Annis: In this particular case, sir, I do 
not think there have been any regulations 
issued. It is conceivable that circumstances 
might arise in which there might be a need or 
an occasion for regulations and consequently 
the... 


The Chairman: I understand that I would 
be incorrect in saying that these regulations 
might cover value for duty? 


Dr. Annis: No, sir, that would not be the 
purpose of these regulations. 


The Chairman: If there are no further 
questions with respect to the aircraft group- 
ing, let us pass on to page 87. Mr. Lambert 
has a question on 44100-1, guns and so on. 


Mr. Lamberti: Will this cover CO, pistols? 
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Dr. Annis: We make a practice in the De- 
partment of Finance of never answering a 
question regarding classification without first 
consulting the administrative authorities in 
the Department of National Revenue and, I 
think, probably for the record, at least, I 
should continue that. I might say that I think 
so, but... 


The Chairman: Subject to correction by the 
Department of National Revenue. 


Dr. Annis: ...then that very definitely is 


not a ruling. 


Mr. Lambert: The reason I am asking that 
is that, as you may be aware, there are 
amendments to the Criminal Code at the 
present time which extend the definition of 
fire-arms to include a CO, pistol. This caused 
some judges some difficulty in the past. These 
things, I think, should have a 200 per cent 
duty on them, because at 15 or 20 feet they 
are just as lethal as a conventional type of 
hand gun. You can walk down any street here 
to any hardware and buy them without any 
control whatsoever. 


Dr. Annis: Yes, sir. In that connection there 
is another section of the Customs Tariff which 
is relevant, and that is our prohibited list. In 
that there appears an item dealing with fire- 
arms. Perhaps I should read it. In schedule C, 
prohibited goods, there occurs an item that 
starts off, 


Offensive weapons, as defined in the 
Criminal Code. 


and then it goes on to state certain excep- 
tions, but it seems to me that it is not neces- 
sary to read that. 
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The Chairman: Are there any further ques- 
tions on the items on the balance of page 87? 
It seems to refer to timing apparatus, gas and 
oil, lighting fixtures and appliances. Are there 
questions on these items? Let us pass on to 
the next page. We seem to be dealing with a 
grouping involving electric light fixtures, and 
telephone and telegraph apparatus. Are there 
any questions on these items? 


Mr. Lambert: With regard to Tariff Item 
No. 44534-1, there is a rate of duty on radio 
or television receiving sets. 


The Chairman: Number 44534-1? You area 
page ahead of us. 


Mr. Lambert: Oh, I beg your pardon. I 
thought we had got that far. 
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The Chairman: The wish is father to the 
thought. There are no questions with respect 
to page 88? I think we seem to be coming to 
another grouping. I will ask Dr. Annis to 
correct me if I am interpreting this incorrect- 
ly, but it seems we have a group involving all 
sorts of electrical apparatus on pages 89, 90 
and parts of 91. Is that correct? 


Dr. Annis: Yes, sir, and it seems to me that 
it is here that a question which was asked a 
few minutes ago becomes relevant, relating to 
what was. described as heavy electrical 
apparatus. I am not sure of the full back- 
ground of this question but I presume that it 
is probably related to the three items 
beginning 

44514-1 Electric dynamos or generators 
and transformers, 


and then goes on to electric motors and elec- 
tric insulators. The two really important 
items are those covering Gdynamos, genera- 
tors, transformers and motors and in respect 
of each of those items, the present MFN rate 
of duty is 223 per cent and in each case, 
while there is staging, the first step is a rela- 
tively big one. Now, I suspect that this is 
what your questioner had in mind when he 
spoke of front-end loading... 


Mr. More (Regina City): I found it on the 
front of The Toronto Globe and Mail of Janu- 
ary 17, 1968. 


Heavy-electrical firms feeling effects of 
cuts in tariffs, devaluation 
It is a statement by Mr. Newell. 


We had expected a linear decrease over 
the five years. The front-end loading had 
not been anticipated. It is the subject of a 
lot of head scratching at board meetings 
on the future of the heavy-electrical 
industry. 


That is what raises the question, Dr. An- 
nis. He says it is a serious situation. 


Dr. Annis: Yes. The first point, I suppose, 
involves the statement that the front-end 
loading had not been expected. Now, presum- 
ably, whoever was speaking to the Globe and 
Mail did not expect it and this is an accurate 
statement. 
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Mr. More (Regina City): Mr. Newell is the 
Vice-President of Canadian Westinghouse 
Company Limited. 


Dr. Annis: Yes. Mr. Newell presumably, 
then, undoubtedly did not expect this. The 


only comment that I would make on that 
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would be that there is no basis that I know of 
in any official announcement which could be 
constituted or regarded as a promise or basis 
for such expectation, except in what he may 
have read into generalizations. I think noth- 
ing more need be said on that. At any rate 
what was done apparently surprised him and 
distressed him so that I think we can go to 
the substance of the case rather than attempt 
to debate whether, on the basis of the 
announcements that were made on June 30, 
he has a grievance or not. 


Mr. More (Regina City): Could I ask wheth- 
er by reason of the front-end loading in our 
reduction, we gained some _ considerable 
adjustment as far as exports are concerned 
for this industry or not? 


Dr. Annis: In the case of these particular 
items, there was nothing in the agreement 
which required us to do this. This was a 
policy decision. 


Mr. Lambert: May I ask why it would take 
almost 50 per cent of the reduction in the first 
year? I think this is the complaint—that per- 
haps it is just like asking a man who is going 
to go into a cold pool to jump into about his 
waist-line in the first instance and then 
gradually move in for the balance. I would 
have thought it was better to dunk your foot 
in first. 


Dr. Annis: On that, I think that there are 
two considerations which are relevant and 
which are worth mentioning. One of them is 
rather general and one is specific to the situa- 
tion. These electric dynamos, generators, 
transformers and, in a somewhat difference 
sense, electric motors are very closely related 
to the machinery plan—electric motors, in the 
sense that an electric motor is very often 
an important component of a machine. Often 
an electric motor will be imported as part of 
a machine which, under the new machinery 
plan, will be entitled to an MFN rate of 15 
per cent as an entity. 

If one followed the logic of what I have 
just said to the limit you might say: electric 
motors should have gone to 15 per cent in one 
step rather than being staged as if they had 
started off from 20 per cent, which is really 
what is done here. They are being staged as if 
we had started from 20 per cent to go down 
to 15. That logic was not pursued to its ulti- 
mate conclusion. In effect, what is done here 
represents a compromise, of which the pur- 


| pose is to avoid getting the rate on electric 


motors too far out of line with machinery, 
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which they might or might not be, and hav- 
ing regard to what it was known would be 
the interest and preference of concerns such 
as Westinghouse or Canadian General Electric 
to have the reduction in duty, to which we 
are committed, take place as slowly as possi- 
ble. That relates, specifically, to the item. 


Dynamos, generators and_ transformers, 
especially dynamos and generators, would 
never be part of an imported machine. Under 
some circumstances a transformer might be, 
but it would be an exceptional case. There 
the argument in relation to the machinery 
plan must be simply one of analogy. This is a 
kind of equipment that is rather like a good 
deal of machinery—that is, under the machi- 
nery plan—in the sense that it is heavy 
equipment which represents a cost of produc- 
tion in one sense, production of electric 
power in Canada. The argument for reducing 
the rate faster than we are required to do 
under the commitment is really one of doing 
something to try to reduce or hold down costs 
of production in Canada. The case for moving 
rapidly here is one of looking at somebody 
else’s production costs. From the point of 
view of the Canadian producer, I have no 
doubt that Mr. Newell of Westinghouse and I 
have no doubt that Mr. Smith of CGE feel the 
same way. They would have preferred that 
this be done more slowly. In fact, I think Mr. 
Smith said so in a public speech. 
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Mr. Lamberti: You can understand why 
they have done so because, in effect, almost 
50 per cent of the total reduction comes on in 
the first year—34 of the 74 per cent. 


Dr. Annis: Yes, sir, that is correct. It is 
important from their point of view and it is 
also important from the point of view of 
users of this equipment. These are quite sub- 
stantial items. 


Mr. Lambert: Only to the extent that the 
user is able to have access to competitive 
electrical equipment. If this rate will still 
generally keep out most imports, then it 
means nothing. 


Dr. Annis: It may or it may not. As a 
Canadian citizen, in a sense I would hope that 
the result would be to continue largely to 
keep out imports of the kind of thing that is 
now kept out. In other words, I hope that the 
effect would be that the Canadian producers 
would continue to supply the market for that 
sort of thing which they can produce, and 
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that the results of this reduction be that they 
sharpen their pencils a little more than they 
have been doing when it comes to quoting 
prices. 


Mr. Lambert: Mr. Loomer will remember 
the days when we were taking economics 
together. I think this is assuming that there 
was a perfect market; that perfect market 
conditions applied. 


The Chairman: I think Mr. More has 
finished his questions and I will recognize Mr. 
Lind, and after this startling admission... 


Mr. More (Regina City): Dr. Annis, in this 
segment of the industry is it the consensus 
that they were taking total advantage of the 
former tariff? 


Dr. Annis: I do not think so, sir. I am not 
in a position to say what a consensus would 
be. My own impression is that generally 
speaking they were not; Iam not... 


Mr. More (Regina City): I did not ask this 
question to embarrass you, but you volun- 
teered the information on locomotives so I 
thought it was a legitimate question here. 


Dr. Annis: Yes, well, I would not deny it 
and I confess that I am in a position here of 
talking about things which are partly factual 
and partly policy. We are to some extent 
expressing opinions on borderline questions. 

I might add only one further comment that 
Mr. Loomer just made and that is a reminder 
that a considerable part of the imports of this 
sort of thing represent production that is real- 
ly complementary to what is made in Canada. 


There are some areas here where our peo- 
ple are very, very good. They quote prices 
just as good as they will be quoted in the 
United States and, in fact, where we are 
doing a very substantial export business now. 


Mr. More (Regina City): They face many 
non-tariff barriers, do they not? 


Dr. Annis: Yes, to some extent. In certain 
areas they very definitely do. But at the same 
time it is true that both Westinghouse and 
CGE have obtained very important contracts 
in the midwestern United States in the last 
year or two and they ought to be able to do 
still better in the light of the tariff reductions 
which the U.S. are making. 


Mr. More (Regina City): That is the next 
question I was going to put: in light of com- 
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pensating reductions in the U.S. should they 
not have a larger opportunity? 


Dr. Annis: Yes, sir. This is an area where 
definitely there is a two-way trade. There is 
more that comes North than goes South but it 
is definitely two-way. 


Mr. Lind: Dr. Annis, referring to the article 
in The Globe and Mail again in which there 
was a statement by a Mr. Squires of Ferranti- 


Packard Eleciric Lid., reading in part as 
follows: 
Mr. Squires estimated that about a 


third of the $60-million-a-year transform- 
er business in Canada went to overseas 
companies in 1967. 


‘This is a serious situation and there is 
no doubt we have seen indications that 
devaluation has had an impact,’ Mr. Ran- 
kine said. 


‘There is a strong suspicion in the 
industry that equipment is being sold 
here at dumping prices, and there needs 
to be effective anti-dumping legisiation.’ 


I think we discussed this briefly the other 
day. I do not have a copy of Mr. Smith’s 
speech. Are these firms on a fast write-off 
basis—depreciation basis—for their equip- 
ment? How much are they putting into their 
costs? Have they a fast write-off privilege? 
You know, if certain firms came and set up in 
the last few years they had an accelerated 
depreciation allowance. What I am after is 
this: Do they have their true cost or do they 
have a fast cost incorporated in the cost of 
their product? 
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Dr. Annis: I do not have complete informa- 
tion on that. By and large, certainly so far as 
the main facilities of both Westinghouse and 
CGE are concerned, they are located in 
Hamilton and Peterborough respectively and 
some in New Toronto for CGE. Those are not 
designated areas and would not be subject to 
any accelerated write-offs. Now, there are 
some particular plants... 


Mr. Lind: The one in Guelph would be, 
would it not? Is that not a depressed area? Is 
the Brantford-Guelph area a depressed area? 


Dr. Annis: Certainly part of that region is. 


The Chairman: There is another factor, too. 
Was there not accelerated depreciation for 
firms with a degree of Canadian ownership 
no matter where they were located? I do not 
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know if these electrical firms would qualify 
for that. 


Dr. Annis: Here we are straying rather a 
good bit beyond our terms of reference. On 
the particular point of Guelph, Mr. Drahotsky 
of the Department of Industry, who is very 
familiar with what are designated areas and 
what are not, says that Guelph is not a desig- 


-nated area. None of us here has full informa- 


tion in front of him. 


Mr. Lind: What I am interested in is how 
they arrive at their actual costs. 


The Chairman: Mr. Lind, I think your 
point is of public interest from the point of 
view of assessing the impact of these tariff 
cuts at the present time, but perhaps it might 
be easier for us if the electrical equipment 
manufacturers or General Electric come 
before us as they indicate they may. 


Mr. Lamberti: The CMA brief is going to be 
their brief. 


Mr. Lind: Has Canadian General Electric 
prepared a brief or is anybody from Canadian 
General Electric going to appear before this 
committee? 


The Chairman: To refresh your memory 
with respect to Mr. Irvine’s report yesterday, 


Canadian General Electric is not going to 
appear but they will associate themselves 
| with the brief of the CEMA group. 


Mr. More (Regina City): The Canadian 


| Manufacturers’ Association. 


The Chairman: I am sorry. I meant the 


' Canadian Manufacturers’ Association. When 


we review their brief we will be able to see 


| whether or not this point has been stressed. 
’ The reference here is at page 378 and Mr. 
Irvine said that as of yesterday he had not 
j heard from CEMA—I guess 
Canadian Electrical Manufacturers’ Associa- 
, tion—but I have been informed, and I am 
| summarizing this, 
_ Electric would be associating themselves with 
the Canadian Manufacturers’ Association brief 
/and I think this has just been distributed 


that is the 


that Canadian General 


to the Members for our review, not only 


| for our study but also so that we may decide 
| whether we want to ask a delegation from the 
_Canadian Manufacturers’ Association to pre- 
| sent the brief personally to us. 
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Mr. Lind: Is it a fair question then, Mr. 


| Chairman, to ask Dr. Annis who is importing 
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this third of the $60 million transformer busi- 
ness into Canada that we are losing here to 
our Canadian manufacturers? 


Dr. Annis: I am not in a position to give 
any specific answer to that. Certainly electri- 
cal transmission authorities of one sort or 
another, whether provincial or privately 
owned, would be the main users of this 
equipment and presumably be importers of it, 
but I am not in a position to go beyond that. 


Mr. Lind: You do not know whether it is 
coming in at a very substantial reduction on 
what our Canadian companies are producing 
it at or not. It is mostly used by public utili- 
ties, is it not? 


Dr. Annis: Yes, Sir. 
The Chairman: Mr. Lambert? 


Mr. Lind: Wait a minute. I do not want any 
interruptions here, if I may, Mr. Chairman. 


The Chairman: All right. 


Mr. Lind: Is the offshore company that is 
bringing this in connected with any one of 
the three manufacturers of electrical equip- 
ment in Canada? 


The Chairman: I am not sure that Dr. 
Annis would have enough information availa- 
ble at the moment to deal with this. 


Dr. Annis: No. 


The Chairman; I think these questions are 
quite relevant to assess the impact of these 
changes on Canada, but I do not know if it 
would be fair to expect Dr. Annis to have this 
detailed information. 


Dr. Annis: Yes, this is quite correct, Mr. 
Chairman, I simply do not have it. There are 
some parts of the story which I think are 
matters of public record. One of them is that 
in big contracts such as some of those that 
Hydro-Quebec are undertaking, there will be 
calls for tenders for the whole or some part 
of an installation, and who gets the contracts 
will normally depend on who presents the 
most attractive tender. On some occasions this 
may be a group that involves a number of 
companies, some Canadian and some foreign. 
On other occasions it may be a single foreign 
or single Canadian company. 


Mr. Lind: My understanding is that one of 
these three, mentioned in this article, is con- 
nected with an offshore importing company 
that imports most of this equipment into 
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Canada in competition with the other three 
manufacturers. 


Dr. Annis: I am not in a position to com- 
ment on this. 


Mr. Lind: You are not in a position to com- 
ment on this. 


Dr. Annis: No. 


The Chairman: Do you have any further 
questions Mr. Lind? 


Mr. Lind: I would like to have called 
before the Committee Mr. Smith, who made 
public this article. I would like to question 
him on it. 


Mr. Monteith: I would like to be here when 
you do. 


The Chairman: Since we are actually pro- 
ceeding unofficilaly at the moment, I do not 
think we are in a position to decide whether 
we want to invite this gentleman to appear 
before us. Perhaps we might want to raise 
this suggestion. I think we might want to 
reserve this until our meeting tomorrow. 


Dr. Annis: Yes. May I make just one com- 
ment in this connection and this is a negative 
one. That is this: the Dominion Bureau of 
Statistics, of course, collects information 
about imports but any information that comes 
from an invoice as to the name of the import- 
er or the name of the exporter is, of course, 
confidential and it is not open to us to ask 
them for information of this sort. 
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Mr. Lind: I would not ask this, other than 
the other day. Apparently it was introduced 
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as evidence by Mr. Irvine. He had copies of 
Mr. Smith’s speech and I did not, and l 
thought, if it were introduced, it would be 
wise if he appeared before the Committee. 


The Chairman: I think you ought to reserve 
that suggestoin until our meeting tomorrow 
morning when we can deal with this. As I 
say, we are not proceeding officially at the 
moment and it is just about 6 o’clock so per- 
haps we could adjourn until 11 o’clock tomor- 
row morning. 


Mr. Monteith: Mr. Chairman, unfortunately 
I will not be here tomorrow morning at all 
but I am very interested in furniture items 
51901-1 and 51902-1. Certainly I am not sug- 
gesting that the proceedings of the Committee 
be held up at all but I am wondering if you 
could defer them to the last items in going 
through this Resolution, on the basis that 
maybe you will not finish tomorrow and that 
I would have a chance at them Tuesday 
morning. As I say, I do not want to suggest 
holding up the proceedings at all, but I would 
like to have an opportunity to get some infor- 
mation concerning furniture. 


The Chairman: I think that subject to the 
wishes of the Committee as a whole, there is 
no reason why we could not take a few 
minutes when we begin our session Tuesday 
morning, before hearing the witnesses who 
are scheduled to appear, to have Dr. Annis 
give us some information on the furniture 
items you have referred to. 


Mr. Monteith: Thank you. 


The Chairman: 
adjourned. 


I declare the meeting 
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MINUTES OF PROCEEDINGS 


THuRSDAY, January 25, 1968. 
(23) | 


The Standing Committee on Finance, Trade and Economic Affairs met. at. 
11:10 a.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Clermont, Gilbert, Gray, Hees, Irvine, Lam- 
bert, Lind, Macdonald (Rosedale), Noel, Thompson, Wahi f Li): 


In attendance: From the Department of Finance: Dr. C. A. Annis, Director 
of Tariffs; Mr. J. Loomer, Tariff Division; From the Department of Trade and 
Commerce: Messrs. T. M. Burns, Director, Section II, Office of Trade Rela- 
tions; J. L. MacNeil, Office of Trade Relations; From the Department of In- 
dustry: Mr. L. F. Drahotsky, Chief, Commercial Policy Division. 


The Committee resumed consideration of the subject-matter of the pro- 
posed Customs Tariff resolution. 


Messrs. Annis, Burns, and Drahotsky were questioned on tariff reductions 
in the fields of heavy electrical equipment, auto parts, radio and television 
apparatus, wood and forest products, textiles and fabrics, coal and gas, foot- 
wear, and miscellaneous categories. 


The questioning on the resolutions having been completed, the Chairman 
thanked the witnesses who were permitted to retire, subject to recall. 


The Committee agreed to include as appendices the following documents 
tabled by the witnesses: 
Appendix I: Reply to inquiry of Mr. Gilbert; 
Appendix J: Table of exports and imports of transportation equip- 
ment for the years 1964 to 1966. 


At 1:10 p.m. the Committee adjourned to 3:45 p.m. this day. 


AFTERNOON SITTING 
(24) 


The Committee resumed at 3:55 p.m., the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Ballard, Cameron (Nanaimo-Cowichan-The 
Islands), Clermont, Gilbert, Gray, Hees, Irvine, Lambert, Lind, Macdonald 
(Rosedale), More (Regina City), Noel—(12). 


In attendance: From the Consumers’ Association of Canada: Dr. H. E. 
English, Executive Vice-President and Miss F. Janzen, Executive Secretary. 
From the Department of Finance: Dr. C. A. Annis, Director of Tariffs; Mr. J. 
Loomer, Tariff Division. 
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The Chairman introduced Dr. English and Miss Janzen and, at the request 
of the Chairman, Dr. English summarized the brief of the Consumers’ Asso- 
ciation. 


In accordance with the resolution passed at the meeting of December 19, 
1967, the brief is attached hereto as Appendix K. 


On the Chairman’s invitation, Dr. Annis commented briefly. 


Dr. English was questioned and at the conclusion of the questioning the 
Chairman thanked the witnesses, who then withdrew. 


The Chairman noted that the brief of the Canadian Manufacturers Asso- 
ciation had now been distributed and asked if it were the Committee’s wish 
to call CMA representatives to appear. After discussion, it was agreed to 
invite the CMA to appear on Tuesday, February 5, 1968. 


At 5:35 p.m. the Committee adjourned to 11:00 a.m., Tuesday, January 30, 
1968. 
Dorothy F. Ballantine, 


Clerk of the Committee. 
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The Chairman: Gentlemen, I think we are 
in a position to begin our meeting, unofficial- 
ly, at least, at this stage. 

I believe that when we adjourned yester- 
day evening, if I am not mistaken, Mr. Lind 
was asking some questions about heavy elec- 
trical equipment and we were, in fact, on the 
relevant portion of the Resolution. 


Mr. Lind: I think we were at 44581. 


The Chairman: That is right. Actually we 
were dealing with a group of pages which 
went on approximately to the top of page 90. 
Mr. Lind, would you like to continue the 
questions, if you still have some? 


Mr. Lind: The other day portions of a 
speech by Mr. Smith were brought into the 
evidence. I did discuss this afterwards with 
Dr. Annis and I wonder if Dr. Annis brought 
a copy of this speech with him today. If so, 
could he read the portions pertinent to the 
electrical equipment? He said there were por- 
tions that were pertinent. 


Dr. Annis: Yes, Mr. Chairman, I would be 
very glad to do that. The reference the other 
day was to certain excerpts from the speech 
and I think the reference to those may have 
given an impression that the speech, as a 
whole, was critical of the Kennedy Round 
concessions. 


This would be only partly true. There were 
some references in it which could be inter- 
preted as being critical, in the sense that Mr. 
Smith referred to “problems”? and more fre- 
quently he used the word “challenges” arising 
out of the Kennedy Round. 


Taking the speech as a whole, it seems to 
me the balance is rather different from that 
and it happens that Mr. Smith summarized 
his conclusions rather briefly at the end of 
the speech. It occurred to me that in order to 
give the proper balance, as I am sure Mr. 
Smith himself would wish to be the case, it 


right be worthwhile reading that, into the 
record. : 


I have here a copy of a speech given by 
Mr. J. Herbert Smith, President. of the 
Canadian General Electric Company to The 
Electric Club of Toronto on November 15, 
1967. The title of the speech is ‘Secondary 
Manufacturing and the Kennedy Round”. The 
final two paragraphs of that speech read as 
follows: 


In summary, this then is the answer to 
the question we have posed: “What is the 
Canadian electrical industry going to do 
about the challenges of the Kennedy 
Round?” First, we must improve the pro- 
ductivity of our multi-product, multi- 
model, multi-rating manufacturing type 
plans. Second, we must exploit any areas 
of “across the border” opportunities for 
sound product manufacturing integration. 
Third, we must seek out new opportuni- 
ties for export business and be prepared 
to assume the risks and the _ costs 
associated with the uncertainties inherent 
in world operations. And fourth, we need 
provincial Power Commission support, at 
least for the adjusting years immediately 
ahead, in connection with heavy power 
generation and transmission equipment. 

In closing, I think it is worthwhile to 
emphasize that three of the four actions 
that must be undertaken by our industry 
to meet the challenge of the Kennedy 
Round are dependent solely on our own 
energy, drive and initiative. I am con- 
vinced we can meet the challenge. 


That is the conclusion of the speech. 
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Mr. Lind: Would you repeat number four 
as I did not quite catch it. 


Dr. Annis: Number four was: 


And fourth, we need provincial Power 
Commission support, at least for the 
adjusting years immediately ahead, in 
connection with heavy power generation 
and transmission equipment. 
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Mr. Lind: Thank you, Mr. Chairman and 
Dr. Annis for reading those excerpts. I won- 
der if it would be of value to all the members 
if the whole speech were incorporated in our 
records, as an appendix? 


_ The Chairman: There are two aspects to 
this. First of all, since it was not presented to 
us by Mr. Smith, I think the rule is that we 
would have to get permission from him for 
that purpose. 


Mr. Lind: Yes. 
Mr. Lamberi: Mr. Chairman. 


The Chairman: Do you disagree, Mr. 


Lambert? 
_ Mr. Lambert: I certainly do, I really do. 


Mr. Irvine: Let us have a talk with him 
about this. 


Mr. Lambert: In my book, this is a public 
document and if a member of the Committee 
wishes to file it, it is up to the Committee to 
determine whether it shall be incorporated as 
an appendix or as anything else. 


The Chairman: It is true that this was 
reproduced at some length. 


Mr. Lambert: It was published. 


The Chairman: That is right, and repro- 
duced at some length in the press. If Mr. 
‘Smith, as Mr. Lambert suggests, made it a 
public document perhaps we... 


_ Mr. Irvine: I have a copy of it, Mr. Chair- 
man. The Vice-President informed me that 
they have quite a number of copies and if the 
Committee wished to have copies they would 
be very pleased to supply them. 


The Chairman: That is one aspect, but the 
aspect we are dealing with now is whether 
the Committee wishes to have the entire 
speech printed in our records and, if so, 
whether, technically, we need Mr. Smith’s 
‘permissivn.- 

I thiik Mr. Lambert’s point is well taken. 
The circumstances of the production of the 
spee:h are such that it is, I think, a public 
document. 


Mr. Macdonald (Rosedale): The question is, 
is it all relevant and helpful? 


The Chairman: I think the most appropri- 
ate procedure would be this. Let us ask Mr. 
Irvine to obtain sufficient copies for the Com- 
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mittee; we will read the whole speech and 
then, as soon as we have an opportunity to do 
so, we will decide whether or not the speech, 
as a whole, is relevant to our matter of con- 
sideration. Not all of us have had the same 
opportunity as say, Mr. Lind and Mr. Irvine, 
to review the whole speech and perhaps we 
should have that opportunity before deciding 
whether to incorporate it in toto in our 
records. 

Mr. Irvine, would you be kind enough to 
follow up on the offer of the Vice-President to 
give us copies? 


Mr. Irvine: I would be very pleased to look 
after this, Mr. Chairman. 


Mr. Lind: One further question. After read- 
ing this speech, would there be any chance of 
having Mr. Smith appear before this Commit- 
tee if we thought it would be useful? 


The Chairman: The Committee, itself, 
adopted a rule that all those who wished to 
appear would have to deposit their briefs by 
January 12, 1968. Mr. Smith did not do so and 
there are two steps, therefore, to be followed. 
First, to find out whether he wants to appear 
or in the alternative, we want him to appear 
and, if so, whether we should relax the rule 
of procedure we adopted earlier. 


Mr. Lind: Fair enough, Mr. Chairman. I 
think we could ask for that later if we 
wished. 


The Chairman: Do we have further ques- 
tions or comments at this time on the section 
we have been dealing with which refers to 
heavy electrical equipment? 


If not, I suggest that we move on to the 
next page, page 90. In the meantime, I under- 
stand Mr. Burns has some answers to ques- 
tions asked by Mr. Macdonald. I wonder if, to 
save time, they could not be given to Mr. 
Macdonald in written form and we would 
incorporate them into the record. They were 
not with reference to this section on electrical 
equipment. Would that be satisfactory to you, 
Mr. Macdonald? 


Mr. Macdonald (Rosedale): That suits me 
fine. 


The Chairman: We are now in a position to 
proceed officially with two matters of routine. 
First of all, a table was distributed yesterday 
dealing with exports and imports of automo- 


biles and automobile parts. I understood it 


So 


; 
/ 
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was the wish of the Committee to incorporate 
it in our record. Are we agreed on that? 


Mr. Clermont: I agree. 


The Chairman: Secondly, there is a written 
answer from Mr. Wright, Industrial Policy 
Advisor to a question asked by Mr. Gilbert 
pursuant to our policy. We adopted this and it 
will be incorporated in our record as well. 


Now let us pass on, as I said, to page 90. 
The first two items deal with radio and 
television apparatus, and the following item 
deals with phonographs. Do you have any 
questions? 


e 1120 
Mr. Lamberti: Yes, Mr. Chairman. 
The Chairman: Mr. Lambert? 


Mr. Lamberti: Somewhere along the line, 
Mr. Chairman, I have received the impression 
that the importation of new radio and televi- 
sion apparatus into Canada is prohibited. 


Dr. Annis: No, sir, that is not correct. I 
wonder whether the question arises out of 
something in connection with patent controls? 
There are, of course, particularly with respect 
to colour television and colour vision tubes, 
certain patents which have not yet expired 
and where the holder of the patent would 
have the right to determine what can be 
made available for importation into Canada 
and what can not. 


So far as black and white television and 
radio apparatus generally are concerned I 
think a large number of the basic patents 
have now expired and are available to any- 
one. That is not true in respect of colour 
television, so there may be elements here 
where patent ownership is relevant; but I 
confess that I am not equipped to go into the 
subject more deeply. I do not know whether 
or not any of our colleagues here are. 


Mr. Lambert: Mr. Chairman, I will let 
someone question and I will go and place a 
phone call, because it seems to me that two 
years ago I bumped into this directly. 


Dr. Annis: Yes, I think probably that is the 
best thing; it may be there is something relat- 
ed to the tourist exemption that is relevant. 


The Chairman: Mr. Clermont? 


{Translation] 
Mr. Clermont: Mr. Chairman, in table, 
number 3.I believe, concerning transportation 
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equipment in the automobile section, we had 
a total of $997,219,000 for 1966. Could we have 
the amount of exports for the same year as 
regards automobile parts? 


The Chairman: 
automobile parts? 


You are speaking of 


Mr. Clermont: Yes, I think $997 millions 
relate only to automobiles and trucks, and not 
to automobile parts. 


[English] 

The Chairman: Let us ask Mr. Drahotsky to 
come and consult, because I believe the com- 
pilation is a responsibility of his Department 
and perhaps it would be easier to have him 
comment directly. I believe Mr. Clermont 
expressed some concern whether automobile 
parts are covered completely in this table. 
What is your response to that? 


[Translation] 

Mr. L. F. Drahotsky (Chief, Commercial 
Policy Division, Department of Industry): Mr. 
Chairman, parts are indicated on the last line 
where you may notice the number $256 
million. 


An hon. Member: 256,000. 


Mr. Clermont: 256,000 millions? And in 
1964 you had $539,777,000 worth of parts? 


Mr. Drahotsky: The description reads: 
“Other Motor Vehicle Supplies”. 


The Chairman: Are these explanations 
satisfactory, Mr. Clermont? 
Mr. Clermont: In concluding, then, the 


worth of our exports in 1964 amounted to 
$67,210,000 in automobile parts? 


Mr. Drahotsky: That is correct. 


Mr. Clermont: Compared to $256,481,000 in 
1966? 


Mr. Drahotsky: Yes. 
Mr. Clermont: Thank you. 


[English] 

The Chairman: Have you any further 
explanations to ask for? If not, we shall 
return to the resolution. Subject to returning 
to Mr. Lambert’s question, are there any fur- 
ther questions or comments with respect to 
radio and television apparatus? I think I was 
about to ask Mr. Burns something about the 
export situation. I seem to recall at least one 
Canadian firm having penetrated the Ameri- 
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can market with some success, at least that is 
what was said by some articles I saw in the 
financial papers. Did we win any concessions 
in this area? 
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Mr. T. M. Burns (Director, Section II, Office 
of Trade Relations, Department of Trade and 
Commerce): Mr. Chairman, in the United 
States market which is by far the most 
important market for Canadian producers of 
this kind of equipment, there were 50 per 
cent reductions made across the board which 
will result in final rates of the order of 5 per 
cent to 74 per cent in this area taken as a 
whole. Their system is classified in more 
detail than the Canadian system, but over all 
I do not think there will be any item higher 
than 73 per cent when the Kennedy Round 
reductions are fully in place. Thank you, Mr. 
Chairman. 


The Chairman: Thank you. Are there any 
further questions on this section? If not, let 
us look at the remainder of page 90. There 
are some other types of electrical apparatus 
as well as some manufactures of iron or 
steel. If you have no questions or comments, 
let us pass to page 91. These items show a 
great variety ranging from steel bicycle rims 
to gas apparatus and on to ice skates, buck- 
les, clasps and eyelets. 


If you have no questions or comments on 
page 91, let us pass to page 92. Page 92 seems 
to deal with needles and fasteners of various 
sorts. Looking at 45120-1, I think we must 
recall the comments of Mr. Lambert yester- 
day about whether or not the wording of the 
item is in tune with the times, dealing as it 
does with corset clasps, busks, blanks, steels, 
and covered corset wires. What is the volume 
of importation? 


Dr. Annis: The volume of importation in 
1966 was $11,000. 


The Chairman: Do we have a substantial 
export trade in this item, Mr. Burns? 


Mr. Burns: Mr. Chairman, I am not aware 
of any substantial export. 


The Chairman: I suppose the new styles 
that we read about certainly are not helping 
this portion of Canadian industry. 


Mr. Macdonald (Rosedale): Is it expected 
that the change will give an uplift to... 


The Chairman: You can 
answer in written form. 


submit your 
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Dr. Annis: Thank you, Mr. Chairman. 


The Chairman: In any event, are there any 
further questions or comments on page 92? 
Mr. Lambert, we will return to your item. 


Mr. Lambert: Yes, I have cleared up the 
problem. There is no prohibition against 
bringing radio or televison receiving sets or 
parts into Canada with the exception that 
such parts or apparatus cannot form part of 
the personal exemption for Canadians who 
have travelled abroad and have qualified for 
the $100 exemption. 


The Chairman: Thank you, Mr. Lambert. 
Now, let us move to page 93 which also is a 
combination of items covering a great variety 
of products. If there are no questions or com- 
ments on these items, let us move along to 
page 94. 

Let us look at the first two items. If there 
are no questions or comments on these let us 
take as a group the remainder of page 94 and 
pages 95, 96, 97, 98, and 99 which seem to 
form a grouping of lumber products. Dr. 
Annis? 
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Dr. Annis: It would seem, Mr. Chairman, 
that this very important group of products 
would merit a general comment by me. 


The tariff provisions relating to lumber and 
to forest products more generally have been 
revised very extensively. During the trade 
negotiations in Geneva, the United States 
agreed in the lumber sector to go beyond its 
usual 50 per cent cut and to remove entirely 
the rather low rates of duty, in each case 
averaging not more than 5 per cent, which 
now apply to over $300 million of Canadian 
exports annually in this field. 


In view of this very important move the 
United States, not unreasonably, asked that 
Canada for its part, go very far in removing 
duties on the relatively small imports of com- 
parable products. Our imports of comparable 
United States lumber entering Canada were 
about $3 million a year at rates of 5 or 10 per 
cent. They asked us to match their free entry 
provisions and we were certainly very glad to 
do so in these circumstances. 


They also asked us to match their rates, 


where they were lower than ours, on a num- © 


ber of other two-way trade items in the wood 
products group. Examples are items 50065-1, 


which you will find in the resolutions and | 


which covers wood floor tiles, and item 50068- 


———————— 
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1, relating to wood flooring other than of oak. 
Incidentally, I might add that they also asked 
it in respect of oak, but in this case we were 
not prepared to do so. Another example is 
50603-1, covering hockey sticks. 


Mr. More (Regina City): Can you give us 
some information on hockey sticks. What are 
the relative import-export figures on them? 


Dr. Annis: Imports of hockey sticks were, 
from all countries, $21,000; and mostly from 
the United States. 


[Translation] 

Mr. Clermont: Mr. Chairman, I did not 
understand. The witness has mentioned that 
the Canadian negotiators were not ready to 
accept alterations with regard to oak. 


[English] 
Dr. Annis: In oak flooring a reduction was 


made, but we did not go down as far as did 
the United States. 


[Translation] 

Mr. Clermont: Does Canada import a great 
deal of oak which goes into flooring produc- 
tion in Canada? 


[English] 

Dr. Annis: Canada imports oak logs which 
are cut and manufactured into oak flooring 
here. We also import oak flooring which is 
competitive with the products of the Canadi- 
an flooring mills. 

I might add, that we also export, mostly 
back to the United States, a certain amount of 
oak flooring which is sawn here from logs 
which will have been imported from the 
United States. Therefore, there is a two-way 
trade in this. 


[Translation ] 


Mr. Clermont: You say that we import oak 
logs and that we also import oak flooring. Do 
we import the boards, the oak wood? 


[English] 

Dr. Annis: Apart from flooring very little, 
although we do not have a breakdown of 
import statistics which would permit our giv- 
ing a completely definitive answer to that. 


[Translation] 

Mr. Clermont: Would it be possible at a 
later sitting, to obtain the figures for 1965-66- 
67 with regard to the importation of oak logs 
and oak flooring? 
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[English] 

Dr. Annis: It would be possible for us to 
present import data in the form in which it is 
prepared by the Dominion Bureau of Statis- 
tics. I am doubtful that this will give a break- 
down which would provide a complete 
answer to your question, sir. 


On the flooring, I think I can give the 
answer immediately. No; I believe we had 
better leave this and look up the relative 
statistics. We can prepare a little table that 
will provide as good an answer to your ques- 
tion as is possible in the light of the way in 
which the import data are classified. 


Mr. Clermont: Thank you. 


The Chairman: I suggest that we also have 
provided for Mr. More the balance of the 
figures he requested on the trade in hockey 
sticks. However, I think it would be more 
orderly if we allow Dr. Annis to complete his 
presentation and then have questions. 


It was the export figure for hockey sticks? 
Mr. More (Regina City): Yes. 


Mr. T. M. Burns (Director, Section II, Office 
of Trade Relations): Mr. Chairman, Canadian 
exports of hockey sticks to the United States 
in 1966 were valued at $731,000. 


The Chairman: Dr. Annis, would you care 
to complete your remarks? 


Dr. Annis: Yes. I would like to add two 
brief comments. The first is that the Canadian 
concessions in the wood products sector cov- 
ered in all about $40 million of imports into 
Canada from the United States. This, of 
course, is in sharp contrast to the very much 
larger volumes of our export trade, which are 
a benefit in this sector. 


My second comment is that the matching of 
United States and Canadian rates of duty on 
some items where, in effect, the Americans 
were already lower than we were and where 
we agreed to match them, involved an exten- 
sive rewriting of the relevant Canadian items. 
Consequently, if you compare the items 
in the schedule of resolutions with the for- 
mer provisions of the Canadian tariff you will 
note that comparisons are difficult. The 
schedule is completely rewritten. 


The Chairman: Thank you, Dr. Annis. 


Mr. Macdonald (Rosedale): I take it that the 
major volume of our forest products exports, 
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talking particularly about sawn lumber and 
certain types of work lumber, is in the soft- 
wood rather than in the hardwood area. Is 
that not correct? 


Dr. Annis: Yes; that is correct; although in 
this area there is a rather important export 
trade in hardwood plywood, birch plywood 
and that sort of thing. 


Mr. Macdonald (Rosedale): Yes. 


Dr. Annis: I am sure Mr. Burns will have 
much more extensive information and that 
we will be glad to provide it. 


Mr. Burns: Mr. Chairman, our exports to 
the United States in the lumber field, refer- 
ring solely to the lumber items, runs in 
excess of $350 million a year. Of that total, in 
1966, $33.5 million were accounted for by 
hardwood lumber. 


We could go on, of course, to discuss more 
highly processed forest products such as birch 
plywood and birch veneers and so on which 
also add into the total on the hardwood side. 


Thank you, Mr. Chairman. 


Mr. Macdonald (Rosedale): May I finish the 
line of questioning which I began, Mr. 
Chairman? 


The Chairman: Yes. 


Mr. Macdonald (Rosedale): You may not 
have the figures on softwood imports in the 
United States, but I would assume that we 
are by far the largest supplier of softwood? 
For example, parana pine from Brazil, or 
Scandinavian softwood, would not be sold in 
any quantities in the American market? 


Mr. Burns: Mr. Chairman, I think it is true 
to say that Canada is by far the major sup- 
plier of softwood lumber to the United States. 
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Mr. Macdonald (Rosedale): Perhaps you can 
help my thinking on this. The Americans 
having reduced their margin of protection 
presumably our access to the American mar- 
ket is no better and no worse vis-a-vis a 
foreign competitor than it was previously 
because we have all come down a certain 
amount. Is there any basis for the argument 
that because the Scandinavian or Brazilian 
exporters’ margin of profit should potentially 
be greater in the market the drop in the 
American tariff will be an incentive to them 
to compete in the market that we have previ- 
ously been dealing in? 
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In other words, the Scandinavians or the 
Brazilians have had to sell in over a higher 
tariff. Their margin of profit in the whole 
operation may not have been so good, but if 
the margin of profit has been reduced by the 
amount of the duty that has been cut down, 
then are we concerned about greater competi- 
tion from offshore sources? 


Mr. Burns: Mr. Chairman, if I may reply to 
Mr. Macdonald’s question rather indirectly, I 
might go back and be a little more precise 
about the position which Canadian lumber 
exporters hold in the United States market. 
In total, exports of lumber from Canada to 
the United States represent, in an average 
year, between 10 per cent and 15 per cent of 
the total softwood lumber supply in the Unit- 
ed States, and throughout all these items, the 
United States is eliminating its duties entire- 
ly. These were relatively low rates before the 
Kennedy Round, of the order of 13 per cent 
to, perhaps, 24 per cent on an ad valorem 
basis. They are actually collected on a non- 
specific basis. It would seem to me, Mr. 
Chairman, that the question Mr. Macdonald 
raised hinges on who is going to get the most 
benefit from these reductions and in terms of 
increased profitability, or alternatively, 
increased opportunities to penetrate the mar- 
ket, Canadian exporters have by far the 
greatest opportunities in the United States 
market. In fact, the reductions of the rates 
will, of course, apply equally as between 
Canadian exporters and Scandinavian 
exporters. 


On the other hand, we do not have a lum- 
ber expert with us today, but it is my under- 
standing that the Scandinavians tend to con- 
centrate in European markets for lumber and, 
in fact, in some instances of which I am 
aware, their techniques of production are not 
such as to make their lumber easily handled 
in the United States market. In other words, 
the tolerances to which they cut and so on, 
are not quite as advanced as those that pre- 
vail in North America. 


[Translation | 


Mr. Clermont: Would Mr. Macdonald allow 
me to ask a supplementary question? 

Mr. Chairman, my question is addressed to 
Mr. Burns. Will the species of wood that we 
find in Brazil compete with our own lumber 
products, here in Canada, let us say in the 
fields of hardwoods? 
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[English] 

Mr. Burns: Mr. Chairman, I think there is 
one softwood species that comes from Brazil 
known as Parana pine. I do not have the total 
import figures, but I can get them in a 
moment or two. 


Mr. Clermont: I was referring mostly, Mr. 
Burns, to hardwood species. 


Mr. Burns: Yes; I was going on to say that 
there is one softwood species, I think, but in 
general, from tropical countries, the main 
export is in the hardwood sector. 


[Translation] 

Mr. Clermont: With regard to competition 
from Scandinavian products in Canada, does 
it not bear directly on our market in 
England? 


[English] 


Mr. Burns: Yes, I think that is right, Mr. 
Chairman. 


[Translation] 
Mr. Clermont: Thank you. 


[English] 


Mr. More (Regina City): Could I just ask 
one supplementary, at this stage? 


The Chairman: Yes. 
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Mr. More (Regina City): You expressed the 
view that Canada has been the greater 
beneficiary under the negotiations in this 
field. I noticed in today’s paper one of our 
largest companies—I presume they are a 
large exporter to the United States—an- 
nounced a reduction in dividend and showed 
a reduction in earnings last year of some 25 
per cent. They forecast no improvement for 
the coming year—very little improvement. On 
the basis of what you said, how do you 
account for something like this? Do they now 
fill the market, and, in effect, cannot expand 
at? 


Mr. Burns: Mr. Chairman, I am not sure of 
which company... 


Mr. More (Regina City): It was MacMillan, 
Bloedel. 


Mr. Burns: Mr. Chairman, this is a difficult 
question for a government official to comment 
on. I would have thought one would have to 
look at the totality of the operation for a firm 
such as MacMillan, Bloedel, in the forest 
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products field. I think it is generally known 
that in the pulp sector, for example, there 
have been very large increases in production 
in Canada recently and, in fact, pulp produc- 
tion has been in difficult circumstances in re- 
cent months because of over-capacity. This 
may have some influence on the question 
which you raised. 


Mr. Macdonald (Rosedale): We were just 
talking, Mr. Burns, about some of our other 
markets or potential markets. If I could refer 
to page 38 in Foreign Trade of July 1, to the 
major British tariff concessions of interest to 
Canada, two items with respect to rough lum- 
ber—softwood and dressed lumber, softwood. 
We have had favourable access to the British 
market and it is not becoming any less fav- 
ourable in rough lumber because we are re- 
moving the free treatment there—we will be 
moving in free there—but we are still going 
to face a tariff protection against dressed 
lumber, softwood. Will it not be a fact that 
when the European free trade area comes 
into full operation, instead of having advanta- 
geous access to the British market, we will 
actually be at a 5 per cent disadvantage to 
the Scandinavian producers? 


Mr. Burns: Mr. Chairman, if I might, first 
of all, apologize for our publication not being 
as clearly set out as it might be. The section 
dealing with British tariff concessions really 
consists of the rates of interest to Canada 
under which the British are reducing their 
MFN rates of duty. In fact, I am sure you 
will find something in the narrative which 
says, as far as Canadian products are con- 
cerned, 93 per cent of our exports enter the 
United Kingdom duty-free under the prefer- 
ential tariff. In both of these cases, Canadian 
exporters have had and will continue to have, 
free entry to the British market at this time, 
of course, in equal competition with EFTA 
suppliers who also have free entry under the 
EFTA agreements. 


These reductions will really apply to MFN 
suppliers to Canada. On the rough lumber, 
the 8 shillings per standard is a very low rate 
of duty that is not significant in the trade. 
There is some significance to the reduction of 
the MFN rates on dressed lumber from 74 to 
5 per cent, but there will remain, as far as 
Canada is concerned, a 5 per cent preference 
against those countries that are shipping 
under the Most Favoured Nations rates. 


Mr. Macdonald (Rosedale): But not against, 
in fact, the real competitors who will have 
that EFTA treatment? 
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Mr. Burns: That is right. We will be on an 
equal basis with the EFTA suppliers. 


Mr. Macdonald (Rosedale): Yes. Turning, 
then, to the European Economic Community 
in the same general area, at the upper left- 
hand corner of page 28 the actual items for 
lumber are not listed. What is the current 
treatment by the common market of Canadian 
dressed and undressed lumber? 


Mr. Burns: Mr. Chairman, rough lumber on 
import into the EEC is now free of duty. 
They have a dutiable item which covered 
lumber which had been, really, planed on 
more than one edge or, at least, finished on 
more than one edge, which is the type of 
lumber becoming increasingly important as 
far as our exports are concerned. In this case, 
the EEC tariff will be reduced in the course 
of the implementation of the Kennedy Round 
from its present rate of 10 per cent to 5 per 
cent. 


Mr. Macdonald (Rosedale): And looking at 
the item under the Brussels Tariff Nomencla- 
ture 90(B), “Prefabricated and Sectional 
Buildings, Other”. The other item, presuma- 
bly, would include prefabricated housing? 


Mr. Burns: That is right, Mr. Chairman. 


Mr. Macdonald (Rosedale): Thank you, Mr. 
Chairman. 


[Translation ] 


The Chairman: I now give the floor to Mr. 
Noel, and then to Mr. Clermont. 


Mr. Noél: Pardon me, Mr. Chairman, but I 
would have an informational question to ask. 
No. 50000-1 says free. 


[English] 


...and then below, there is 173 per cent, 
20 per cent. What does that mean?. 


Dr. Annis: The explanation is this, sir. The 
item in question—that is, the new item—has 
been broadened in scope to include not only 
goods which were previously free, but some 
which, until now, had been classified under 
other tariff items at the rates to which you 
have referred. In referring to the dutiable 
rates, you were looking at the present rate 
volume I believe, were you not, sir? 
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something which was subjected to a duty of 
174 per cent or 20 per cent? 
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Dr. Annis: On the logs, poles, sticks, roots; 
the word “roots”, for example, is added to 
that item. The words “driftwood” and “roots” 
—I beg your pardon, driftwood is not; but 
the word “roots” has been added to the free 
category. Previously, roots, as they were not 
provided for under the free entry item would 
hav been classified under item 50600-1, the 
general basket category relating to wood and 
wood products not otherwise provided for at 
an MFN rate of 20 per cent. This is not an 
important change. 


Mr. Noél: No. 


Dr. 
also. 


Mr. Noel: All right. 


Annis: But there will be other cases 


Dr. Annis: One sees another example of 
the same sort of thing if you look down a 
little farther at the item which relates to 
fence pickets and so on. 


Mr. Noél: Yes. 


Dr. Annis: Or again to the item which 
relates to wooden handles for certain 
purposes. 


Mr. Lind: A supplementary, Mr. Chairman; 
what roots do we export? This is what I 
would like to know. 


Dr. Annis: I would not suggest, sir, that 
this is particularly an important change, but 
it is at least a technical broadening of a free 
entry provision, and we are now dealing, of 
course, with the import tariff in this item 
—imports into Canada. 


Mr. Lind: What roots do we import then, 
and what volume are these? Are these walnut 
roots or something? 


Dr. Annis: Theoretically, I suppose, they 
might import brier roots for the manufacture 
of tobacco pipes, if we made any, in fact, I do 
not think we do. | 


Mr. Lind: All I was trying to find out was 
what roots came in. 


Dr. Annis: Well, here we were matching a 
United States provision which was somewhat 
broader than ours. 

[Translation] 

The Chairman: Are you finished with your 

questioning, Mr. Noél? 


Mr. Noél: Yes. 
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The Chairman: 
Clermont. 


I give the floor to Mr. 


Mr. Clermont: Mr. Burns, what is the situa- 
tion concerning Canadian plywood on the 
European economic Community market? 


[English] 

Mr. Burns: Mr. Chairman, I hope Mr. Cler- 
mont will permit me to answer in English. As 
far as plywood is concerned, the reduction 
made by the European Economic Community 
was a small reduction, from 14 to 13 per cent; 
as far as soft wood plywood was concerned. I 
think as far as hardwood plywood was con- 
cerned the reduction is from 15 to 13 per 
cent. 


[Translation] 


Mr. Clermont: In the past two years, have 
sales of Canadian plywood increased on the 
European community market? 


[English] 

Mr. Burns: Yes, Mr. Chairman, our Canadi- 
an exports of softwood plywood have been 
increasing to the markets of the EEC. 


[Translation] 


Mr. Clermont: When you speak of soft ply- 
wood, are you speaking of among other things 
of the British Columbia fir? 


[English] 
Mr. Burns: It is mainly from the species 
that come from British Columbia, yes. 


[Translation] 


Mr. Clermont: What is the situation con- 
cerning plywood coming from Japan to the 
Canadian market? 


[English] 

Dr. Annis: Plywood coming from Japan, as 
in the case of plywood coming from any other 
MFN country, will be subject to the reduction 
which is provided for in the Resolution, a 
reduction from 20 per cent, stage 2, 15 per 
cent. 


[Translation] 


Mr. Clermont: Will Japanese plywood be 
submitted to a quantity system of quotas or 
not? 


[English] 

Dr. Annis: No, Sir, there is no provision for 
quotas applicable to any imports of plywood 
or other such products into Canada, and I 
think one might go on to say, that there 
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never has been a provision—at any rate in 
recent times, not since the Emergency Ex- 
change Conservation Act on imports into 
Canada. Back a few years ago, when some 
very real problems arose in relation to the 
importation of plywood and particularly Luan 
or Philippine mahogany plywood imported 
from Japan, after consultations between the 
Canadian Government and the Japanese Gov- 
ernment, the Japanese imposed an export 
control, an export limitation on their ship- 
ments of such plywood to Canada. This was 
continued for several years, but was subse- 
quently removed after the problem had, if 
not righted itself, at least become of manage- 
able proportions, and, in fact, imports of 
Japanese plywood into Canada, have been 
tending to drop off over the last few years. I 
would not contend that they may not be still 
larger than some Canadian producers would 
like, but the trend has been downward. 
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[Translation] 


Mr. Clermont: Dr. Annis, is the plywood 
imported from certain African countries, sub- 
ject to tariff duties and if so, what is the 
tariff? 

[English] 

Dr. Annis: In general, they would be sub- 
ject to the same provision about which we 
have been speaking; but there is and for 
many years has been in the tariff, a special 
provision for okoume plywood. If you will 
wait a moment we will look up the rate, I 
have forgotten it. Under tariff item 50715-3 of 
the Customs Tariff you will not find this in 
your Resolution, sir, because there has been 
no change in the rate there is a provision for 
plywood of okoume at 19 per cent ad 
valorem. 


Mr. Clermont: Would you repeat the tariff 
number? 


50715-3. 


The Chairman: I should again remind the 
Committee that all the items are not in the 
Resolution; only those that are to be changed 
because of the Kennedy Round agreement. 
There are many other items where we will, of 
course, have to consult the tariff itself. I 
believe the officials have a copy, and I have 
brought my own copy here and I have left it 
behind us on the window sill. 


Dr. Annis: 


[Translation] 


Mr. Clermont: Mr. Burns, in answer to a 
question asked to you by Mr. Macdonald, you 


446 


mentioned that the amount to which totalled 
our exports of hard plywood to the United 
States was 33 million dollars. Would you have 
any statistics to give us as regards our 
exports to the United States of hard plywood 
like birch, or maple? 


[English] 

Mr. Burns: Mr. Chairman, we do have a 
figure on our exports of birch plywood to the 
United States, which I think is our principal 
export market for this product and, in 1966 
according to United States figures. our 
exports to them were valued at practically $6 
million United States. There was a reduction 
in the Kennedy Round from 15 per cent to 
74 per cent, which I understand has been 
welcomed very much by the Canadian hard- 
wood plywood manufacturers. 


[Translation] 

Mr. Clermont: Will this modification from 
15 to 74 per cent occur in stages? Of how 
much per year will this modification consist? 


Mr. Burns: It will consist of five stages. 
Mr. Clermont: Thank you, Mr. Chairman. 


[English] 

Mr. Macdonald (Rosedale): While we are 
talking about plywood may I ask a number of 
questions? Just a word about the structure of 
the industry and going back to the E.E.C. 
tariff reductions; I presume that the E.E.C. 
would essentially import unworked logs in its 
domestic plywood industry that they are pro- 
tecting with that tariff, is that correct? It is 
based essentially on imported unworked logs? 


Mr. Burns: Mr. Chairman, I think there are 
two elements in the E.E.C. The first one is the 
one to which Mr. Macdonald has referred, the 
domestic plywood industry in the community. 
There is a second factor which is the interest 
of those countries of Africa which are 
associated with the community in the devel- 
opment of their plywood industry. 
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Mr. Macdonald (Rosedale): 
wood or softwood? 


Is that hard- 


Mr. Burns: The industry in Africa is princi- 
pally hardwood, and I think there has been 
concern expressed within the community, 
which we do not believe is justified, that 
there is a direct competition between hard- 
wood and softwood plywood. This is a ques- 
tion on which views differ, but certainly 
within the community I think there is a 
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feeling that all plywood is. competitive 
whether it is softwood or hardwood origin. 


Mr. Macdonald (Rosedale): Would I be cor- 
rect in my understanding that all unworked 
logs, hardwood or softwood, are embargoed 
for export in Canada? 


Mr. Burns: Mr. Chairman, the export of 
logs from Canada is subject to export permit 
under the Canadian Export and Import Per- 
mits Act. I do not believe it is true to say 
there is an embargo on logs, I think you will 
find in our export statistics a fairly substan- 
tial trade in logs from Canada. 


Mr. Macdonald (Rosedale): Would there be, 
in effect, a provincial embargo on export of 
logs from provincial Crown lands, for exam- 
ple? I have Ontario in mind here. 


Mr. Burns: Mr. Chairman, there is a con- 
sultation procedure between the provincial 
authorities and the federal authorities in rela- 
tion to the export licensing of logs from 
Canada. 


Mr. Macdonald (Rosedale): There 
licence in effect at the moment though? 


Mr. Burns: Mr. Chairman, I think, in fact, 
the procedure followed is that when an 
individual exporter wishes to make an export 
of logs he applies for a licence. There is no 
sort of standing licence in the general sense. 


Mr. Macdonald (Rosedale): No. Perhaps it is 
pulpwood I am thinking of. Is there an 
embargo on pulpwood exports, or is that 
again a provincial restriction? 


Mr. Burns: Mr. Chairman, pulpwood is 
also under licence under the Export and 
Import Permits Act, but as far as Canada is. 
concerned there is no embargo; again I think 
one would find substantial exports of pulp- 
wood from Canada. 


Mr. Macdonald (Rosedale): Thank you. 


is no 


[Translation] 


The Chairman: Before giving you the floor 
once again, perhaps I should ask whether any 
other members of the Committee who have 
not asked questions during the first series 
would like to ask some now. If not, Mr. Cler- 
mont, you have the floor once again. I will 
than yield it to Mr. Lind. 


Mr. Clermont: My question deals with 
items 5000-1, 5005-1 and 5010-1 which deal 
with wooden railway ties, wood wastes and 
logs; from what countries would we be 
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importing such merchandise? In fact, I note 
that these products might be coming into 
Canada duty free. For without doubt, and I 
mention the case of railway ties of wood, we 
should have a Canadian market to supply 
Canadian needs. 


[English] 
Mr. Burns: I think Dr. Annis can get th 
statistics on this, Mr. Chairman. 


Dr. Annis: I have not got the statistics in 
front of me, could we have a few minutes to 
look them up? 


Mr. Clermont: Oh, that is all right, Dr. 
Annis. 


_ Dr. Annis: I was going to say could we give 
it now, but we had better leave this. 


Mr. Lind: One point on 5000-1, do pit 
props, oak pit props—come into this country 
free? 


Dr. Annis: There is no change on those; 
they are free and have been free all along. 


Mr. Lind: Now, Mr. Chairman, I would like 
to go back to the log situation that Mr. Mac- 
donald was talking about. Are most of the 
logs that we export from Canada veneer logs? 
Do they go but as veneer grade logs? What I 
mean is peeling logs for plywood. 
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Mr. Burns: Mr. Chairman, we do not have 
an answer to this question. First of all, there 
have been no reductions made in export 
tariffs on logs which are generally free of 
duty in all markets. We could see if that 
information is available. I believe the pub- 
lished statistics do not differentiate between 
the kinds of logs that are involved. 


Mr. Lind: Now, one question under... 


The Chairman: If there are statistics that 
differentiate, we could provide them to Mr. 
Lind for later printing. 


Dr. Annis: Mr. Chairman, might we revert 
now to the question of railway ties. We have 
a figure for the calendar year 1966. Imports of 
railways ties, all of which came from the 
United States, in that year were valued at 
$173,000. 


Mr. Clermont: Were the ties treated, Dr. 
Annis? 


Dr. Annis: The classification does not say, 
but they might have been. Treatment would 
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not disqualify them from entry under this 
item.. 


Mr. Lind: Is the type of wood they are 
made of specified there? 


Dr. Annis: No, sir, it is not, and I confess I 
have no present knowledge. I know that at 
one time a great many of the railway ties 
used to be what, in my youth at any rate, 
was called Georgia pine. Whether or not that 
is still the case I do not know. 


Mr. Lind: Now one question under item 
50068-1, flooring of wood. No, we had better 
go to the one 50066-1, hardwood flooring. 
Have you a figure there, just for information, 
of the amount of oak lumber that we import 
for the hardwood flooring industry into Cana- 
da and the amount of finished flooring that is 
brought in from the United States? 


Dr. Annis: I think this really involves the 
same point that Mr. Clermont raised, does it 
not? We will attempt to extract this data. 


Mr. Lind: Do you have an over-all figure 
though for hardwood flooring, oak lumber and 
oak flooring. 


Dr. Annis: Yes sir. If you wait just a 
moment we can get you a figure for that. 


_ The Chairman: Do you have other ques- 
tions in the meantime? 


Mr. Lind: Well, my second question is, do 
we export any flooring other than birch? I am 
talking purely about oak flooring now. 


The Chairman: I think we had better pause 
for a moment because I see all the officials 
busily consulting various reference materials 
and I do not think there is anybody available 
at the moment to answer your question. 


Dr. Annis: I can give you the figure now 
for the imports of all hardwood flooring 
which is $1 million by value in 1966. 


Mr. Lind: That is finished flooring? 
Dr. Annis: Yes sir. 


The Chairman: I think Mr. Burns wanted 
to respond. 


Mr. Burns: Mr. Chairman, I hope you will 
excuse me if I do not give precise figures, but 
I think I can answer Mr. Lind’s question fair- 
ly accurately. Our exports of flooring to the 
United States—I have not got the figures for 
other markets, there is some trade in the 
United Kingdom—but in the United States 
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the exports are about $1 million, the major 
proportion of which naturally is birch and 
maple flooring, but there is some element of 
oak flooring in that figure. 


Mr. Lind: That returns 
States? 


Mr. Burns: That is right, that may be of 
the order of $250,000 a year. 


Mr. Lind: Thank you. 


to the United 


The Chairman: Do we have further ques- 
tions or comments at this time on the section 
dealing with lumber products? 


Mr. Lind: The only other thing I would like 
to know is what duty is applied to the exotic 
lumber namely Phillipine mahogany, okoume 
and various African species of rough sawn 
lumber that enters Canada from various parts 
of the world; the Phillipines, Manila, Africa 
and South America. What duty is there on the 
imports? 
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Dr. Annis: Under the new schedule which 
came into effect provisionally as of January 1, 
there is no distinction between the various 
species of lumber, so the provisions which 
you have before would apply to the exotic 
ones on the same basis as the other and they 
would be free of duty regardless of species, 
provided they are not further manufactured 
than as set out in these definitions. 


As a generalization one could say free 
across-the-board on lumber. 


Mr. Lind: As long as it is rough sawn or in 
the log, it is free of duty. Is that it? 


Dr. Annis: Yes, in fact we could go a stage 
beyond that. It would be free if planed. 


Mr. Lind: If planed; thank you. 


The Chairman: Are there any other ques- 
tions or comments? If not, unless the officials 
have further explanations to provide with 
regard to either side of the picture... 


Mr. Burns: I might add just a footnote to 
my comments on our exports of flooring. 
There is another United States tariff item 
which talks about flooring in assembled units. 
This is parquet type flooring and flooring 
other than in strips and planks. There we 
have in addition $1 million of exports. 


Mr. Lind: Let us take it one step further. 
What about the random widths, dowelled 
flooring. Do we export any of that? It is 
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plank flooring, random widths, 4, 6, and 8 
inches in width with plugged dowel holes? 


Mr. Burns: Mr. Chairman, the first figure I 
mentioned really deals with the United States 
tariff item that is described as hardwood 
flooring in strips and planks, which I pre- 
sume covers what you had in mind. 


Mr. Lind: That is right. 


[Translation] 


Mr. Clermont: Mr. Chairman, undoubtedly, 
Mr. Burns will later provide the figures with 
regard to wood logs and sawings which Cana- 
da imports. Mr. Annis gave me the amount of 
imports of railway ties of wood, but I did not 
get the amount of wood waste and wood logs 
imported from other countries, as from the 
United States for instance. 


The Chairman: The officials can give you 
these figures later on. 


Mr. Clermont: Thank you. 
[English] 


The Chairman: Now gentlemen, let us 
move along. We are at page 100. Are there 
any questions or comments with respect to 
page 100, Miscellaneous Items, with the 
exception of the final item, which fits into a 
grouping which continues to page 124? Or, 
shall I say, it appears to terminate just at the 
conclusion of page 123. I am referring to a 
grouping dealing with items in the textile and 
fabric field. Dr. Annis, perhaps you feel you 
would like to make some _ preliminary 
comments. 


Dr. Annis: Yes, Mr. Chairman, I would be 
glad to. The reductions which Canada made 
in the textile sector—and this is to a greater 
or lesser extent true also of all other par- 
ticipating countries—are generally smaller 
than those made in other sectors. 


In the Canadian tariff the present ad valo- 
rem rates are, generally speaking, being 
reduced by not more than 24 percentage 
points, and in a very few cases by 5 percent- 
age points. There is one exception to this, 
though, in that in the case of the relatively 
high rate applicable to knitted goods the 
reduction is from 35 per cent to 274 per 
cent in one case. 


Almost all of the Canadian textile reduc- 
tions are being staged over the full period 
running to 1972. The only exceptions are a 
few non-competitive products of interest to 
developing countries, in particular jute fab- 
rics which are not produced in Canada and 
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saris—not a very important item that was put 
in in response to a very specific request. 
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Concerning the trade coverage of these 
items, the total coverage amounts to $11 mil- 
lion of imports under the British Preferential 
Tariff—that is, $11 million on which rates 
of duty are being reduced; there are of 
course other much larger items which are not 
affected—and $326 million under the Most 
Favoured Nation tariff. As I mentioned, most 
reductions are 2% percentage points, with 
knitted clothing being an exception. 


The principal reductions are on bleached 
and coloured cotton fabrics where the trade 
volume affected is $54 million per annum and 
there the reduction is from 224 per cent to 
20 per cent. Imports of cotton clothing run to 
$36 million per annum and in this case the 
reduction is from 25 per cent to 223 per 
cent. 


On wool clothing imported in the amount of 
$7 million from MFN countries—and recall 
that these figures do not include the imports 
under the British Preferential tariff which is 
lower but is not affected by the reduction— 
the reduction is from 274 per cent to 25 
per cent. 


Mr. Lind: I have a supplementary question, 
Mr. Chairman. Do we import any woolen or 
knitted fabrics from Hong Kong or is that the 
Most Favoured Nation or preferential? 


Dr. Annis: Hong Kong is the one and only 
Commonwealth country to which the British 
Preferential rates do not apply. The Most Fa- 
voured Nation tariff applies to Hong Kong; 
the reason is, in part, historic. Hong Kong, of 
course, for many, many years has been a free 
port, a free area, so that a very high propor- 
tion and in fact, until relatively recently, 
most of the imports from Hong Kong were 
not Hong Kong goods; they were trans- 
shipped goods. This was one reason for not 
giving Hong Kong the benefit of the British 
Preferential tariff. It would have been very 
difficult to determine in what instances the 
products in question were genuinely entitled 
to it in the sense of being genuine Hong Kong 
produce. 


Mr. Macdonald (Rosedale): Did the British 
negotiate for Hong Kong or did they negotiate 
themselves, notwithstanding their present 
status? 


Dr. Annis: In a sense, vis-a-vis Canada, 
there really were no negotiations for Hong 
27830—2 
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Kong but the British negotiated on their 
behalf when question affecting MFN tariff 
rates were involved. 


Mr. Macdonald (Rosedale): Whom do we 
talk to when we talk about voluntary export 
quotas from Hong Kong? 


Dr. Annis: I suppose a group which includ- 
ed representatives of both the local authori- 
ties and the British—but predominately the 
Hong Kong authorities. 


Mr. Macdonald (Rosedale): I gather volun- 
tary export quotas did not enter into the Ken- 
nedy Round negotiations. 


Dr. Annis: No, sir. 
Mr. Macdonald (Rosedale): Thank you. 


The Chairman: Perhaps you can conclude 
your remarks before we begin questioning 
more fully. 


Dr. Annis: Yes. To continue I might men- 
tion that man-made fibre yarns to a value of 
$16 million were affected by reductions. The 
present rates are 224 per cent with a mini- 
mum duty of 22 cents a pound and the meth- 
od of levying the duty was changed so that 
when the concessions become fully in effect in 
1972, the rate will be a compound duty of 10 
per cent plus 10 cents a pound. I contrast that 
with the previous 224 per cent with a mini- 
mum of 22 cents a pound. 
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Man-made fibre clothing of which imports 
under the MFN tariff ran to $29 million in 
1966 are being reduced from 274 per cent to 
25 per cent; coated fabrics from 25 per cent 
to 224 per cent. The final point that I might 
mention is that with regard to item 53215-1 on 
the woven fabrics of wool, the reduction 
applies only to a relatively small part of the 
total category; it relates to $10 million of the 
trade. This is because there is a present max- 
imum rate on part of an existing item. 


I will say no more at this time with regard 
to the Canadian reductions. There were of 
course reductions in this field by the United 
States, the EEC and other countries. Do you 
wish to go on with those now? If so, probably 
Mr. Burns could... 


The Chairman: We should summarize the 
benefits that we have obtained in this field 
very briefly, so that we will have a balanced 
picture. 
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Mr. Burns: Yes, Mr. Chairman. I think, as 
Dr. Annis said to begin with, the level of 
reductions in the textile sector was generally 
not as great as in other sectors of the manu- 
factured goods category. As far as our 
exports of textiles are concerned, the most 
important Most Favoured Nation market is in 
the United States, where we have received 
reductions, I think, on 75 per cent of our total 
exports of textiles to the United States aver- 
aging about 20 per cent. 


I should go on to mention, Mr. Chairman, 
the situation in the United Kingdom, where 
in relation to most textiles we have free entry 
now, and that free entry will be preserved. 
There is a certain number of products in the 
synthetic area where there were preferential 
rates of duty as well as MFN rates. In almost 
all cases the preferential rate was 2 of the 
MFN rate and the British made reductions in 
the preferential tariff, which corresponded 
with those they made in the MFN sector. 
Thank you, Mr. Chairman. 


The Chairman: Do you have any questions 
or comments? 


[Translation | 
Mr. Clermont, you have the floor. 


Mr. Clermont: Dr. Annis, in your remarks 
you mentioned that the method of calculating 
the tariff duties had changed. Do we still 
encounter the same problems with certain 
countries with regard to the application of the 
tariffs. 


Dr. Annis: The case that I referred to, 
where the method had been changed quite 
radically, was a rather special one, relating to 
yarns of man-made fibre. At the time when 
we were reducing rates—only moderately in 
this field, I must say—it was felt that it 
would be more equitable to change to a sys- 
tem in this particular field which would 
secure a smoother progression of rates 
throughout the area. The present duty of 2234 
per cent with a minimum of 22 cents a poind 
results in a very high rate in ad valorem 
terms on some _ particularly low priced 
fibres—and I do not mean low cost in the 
sense of the troublesome one, but in the rela- 
tively low priced fibres, the rayons. 


Mr. Clermont: My question was this. I 
understand there have been problems in the 
past because various countries took a differ- 
ent basis on which to estimate the tariff. Are 
those problems erased, corrected; or do they 
still exist with some countries? 
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Dr. Annis: I am not sure what problems 
you are referring to. I think that in most 
cases problems with regard to this sort of 
thing would continue unchanged. Have you in 
mind the difference between evaluations on a 
c.i.f. basis? 


Mr. Clermont: I mean the problem of the 
basis on which to estimate the tariffs. 


Dr. Annis: There is no change in problems 
of that sort. 


Mr. Clermont: We still have problems? 


Dr. Annis: Yes, we will still have problems. 


The Chairman: Do you have any further 
comments? We will hear Mr. Clermont fol- 
lowed by Mr. Macdonald. 


[Translation] 


Mr. Clermont: I notice that under tariff 
numbers 53010-1 and 53020-1, the tariffs are 
going to be reduced from 10 cents to 5 cents 
On sanudry “1, “1972, Of i “you, Wwiste wit 
decrease from 15 per cent to 74 per cent. Is 
this so? 


Dr. Annis: Yes, sir, in that particular case I 
might add that this is not a case that gives 
rise to trouble. In fact those are both items 
about which we have had no complaints; 
there are no problems at all. The first of the 
two items to which you referred is one that is 
important in trade terms. Using everyday lan- 
guage, I suppose one would say that this is 
the wool top item and no wool tops are pro- 
duced in Canada. This is a raw material for 
the Canadian wool manufacturing industry. 
You will note that there is already free entry 
on that item under the British Preferential 
Tariff, and in fact a very large part of the 
imports—the great bulk of the imports 
—comes already free of duty from the United 
Kingdom and Australia. The effect of the 
change will be to make a little more competi- 
tive situation for them and this will be a 
benefit as far as the Canadian wool fabric 
manufacturing people are concerned. 


[Translation] 


Mr. Clermont: I also notice that under tariff 
No. 55303-1 the present tariff is 30 per cent 
and on January 1, 1972 it will be reduced to 25 
per cent. Is this a fact? 


[English | 


Dr. Annis: You are referring, sir, I believe, 
to wearing apparel of silk—55303. 
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[Translation] 


Mr. Clermont: I wish to speak of: 
“Clothing, wearing apparel and articles, 
made from woven fabrics, and all textile 
manufactures, wholly or partially 
manufactured...” 


[English] 


Dr. Annis: That item, sir, is in a sense a 
residual item, raw cotton and so on having 
been looked after elsewhere. The imports 
under that item are silks, which are relatively 
non-competitive and also relatively small and 
declining. The rate of duty has been some- 
what out of line. This will bring it in line 
with the more important items relating to 
articles of man-made fibres and of wool. 


The Chairman: If you have no further 
questions on this section, let us move along to 
page 123. I see we have two items at the 
bottom of the page, one for coal and one for 
gas. I would like to ask very quickly, what 
the comparable situation is with respect to 
exports of these items. 


Dr. Annis: If I may answer—Mr. Burns can 
confirm this—in each case any exports to the 
United States are already free of duty and, of 
course, in the case of gas the United States is 
the only potential market. 


The Chairman: They are already free of 
duty? 


Dr. Annis: Into the United States, yes. 
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The Chairman: What is the basis for this. It 
does not seem to be reflected in the schedules 
for the present rate. Perhaps that could be 
put on the record. 


Dr. Annis: Did not your question relate to 
our exports? This relates to our imports. 
These are the rates... 


The Chairman: Oh, yes; I am sorry. Our 
exports are already duty-free into the United 
States? 


Dr. Annis: Yes. On imports the situation is 
this: Item 58800-1 is the main item relating to 
bituminous coal. There is’ another item for 
anthracite coal, which provides, and has for 
quite a number of years, for free-entry. There 
is also a provision under which bituminous 
coal for certain specified purposes of which 
the most important is for coking for metallur- 
gical purposes, can enter free of duty. But in 
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trade terms this is the very important item 
which relates to other bituminous coal. 


The present rate of duty is 50 cents per ton 
under the most favoured nation tariff. The 
imports are quite large. In 1966 they were 
valued at just over $70 million. 

The resolutions provide for the complete 
removal of that duty over the four-year period 
ending in 1972; and the first cut, from 50 
cents to 40 cents, is already in effect on a 
provisional basis as of January 1. 


The removal of this duty is important to 
Canadian coal consumers in the sense that it 
will have a significant effect on their costs. It 
is also of some considerable importance to the 
Receiver General of Canada in that it 
involves a substantial sacrifice of revenue. 
The amount of duties collected on this coal as 
of now is close to $5 million a year, and this 
revenue will decline and disappear as a sy ee: 
of the resolution. 


On the protective aspect of the situation, 
there was a time when the duty on coal was 
important to Canadian producers, particularly 
those in Cape Breton Island. This is no longer 
the case. New arrangements have been made 
under the Cape Breton Development Corpora- 
tion, and provisions for producing and mar- 
keting their coal have been set out. The 
removal of the duty will not affect their sales 
or their competitive position. 

There is no objection to this resolution 
from the point of view of producers. It is a 
matter where there is a consumer interest 
involved, and there is also a revenue interest 
involved. 

I might add that it is no secret—they have 
made their representations public—that there 
have been representations suggesting that this 
duty be removed in a single step rather than 
be staged. The main argument against doing 
that has been the revenue consideration. 


The Chairman: This gives the government: 
an opportunity to recoup from other sources,, 
or, through increased yields of existing taxes, 
to increase economic activity, and so on? 


Dr. Annis: Exactly. 


Mr. Lind: Is this duty applied on the lone 
or short ton? 


Dr. Annis: For Canadian purposes the ton 
is 2,000 pounds. 


The Chairman: If there are no further 
questions or comments on these two items, let 
us move to page 124, musical instruments. |... 
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It will be interesting for the Committee to 
note, this being Robert Burns’ birthday, that 
we are granting a substantial concession on 
the importation of bagpipes and complete 
parts thereof. Some consideration has been 
given to those who are admirers of this par- 
ticular form of music. 
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Dr. Annis: I am sure, Mr. Chairman, that 
this change will be welcomed by every true 
Scot. We should not, however, overstate its 
importance, because you will note that provi- 
sion already had been made for free-entry 
under the British preferential tariff. There- 
fore, bagpipes which came from the United 
Kingdom, including Scotland, were already 
free. This will mean that if someone wished 
to import bagpipes from another source he 
will be able to do so at a lower rate of duty. 


The Chairman: It will be a challenge... . 


Mr. Macdonald (Rosedale): Have there been 
any squeals of complaint? 


Dr. Annis: Not a wail. 


The Chairman: Of course, we must still 
recognize the fact, strange as it may seem to 
some, that there are admirers of the bagpipes 
and their music who are not necessarily of 
Scottish origin. 

In any event, 
questions... 


Mr. Macdonald (Rosedale): Mr. Chairman, I 
have been focussing on item 59730-1, phono- 
graph records. Is this merely the segregation 
of it from a previous item? 


if there are no further 


Dr. Annis: Yes. 


The Chairman: We can now move on to 
page... 


Mr. Burns; Mr. Chairman, it might be use- 
ful, just a footnote, to say that we have an 
export interest in this area, particularly in 
pipe organs. This has been a traditional 
industry in Quebec. Exports to the United 
States have been running at over $1 million 
and the duty is being reduced from 10 to 5 
per cent. 


Mr. Clermont: Mr. Burns, do they come 
from Ste. Therese or from St. Hyacinthe? 


Mr. Burns: Particularly from the Casavant 
people, I think, Mr. Chairman. 


' The Chairman: Let us move on to pages 
125, 126, 127 and 128 which relate to a combi- 
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nation of leather products and certain types 
of rubber products, including the items on 
boots and shoes. 


Mr. Lambert, do you have a question? 


Mr. Lambert: May I -take it that in the 
6,100 series, particularly in relation to canvas 
shoes with rubber soles, slippers with insoles 
and so forth, the greatest control imposed 
upon their importation to Canada is by quota 
rather than by the customs tariff. 


Dr. Annis: This may well be. There are two 
potential obstacles in the way of imports of 
canvas shoes with rubber soles from the low- 
cost sources that have occasioned some dif- 
ficulty in the past. One is the tariff, and, as 
provided for in these resolutions, there is a 
small reduction in the applicable rate from 
274 per cent to 25 per cent. 


It is also true, as you say, Mr. Lambert, 
that there is control in the sense of export 
restraints. 


An hon. Member: Import restraints. 


The Chairman: Restraints on exports from 
other countries into Canada. 


Dr. Annis: I beg your pardon. I should 
retract what I have just said. Until fairly 
recently Japan, Taiwan and mainland China 
had exercised export restraints on shipments 
to Canada, but, in fact, with a somewhat 
improving situation those restraints were lift- 
ed in 1955. 


Mr. Macdonald (Rosedale): Does _ this 
improving situation indicate some restructur- 
ing of the Canadian industry? 


Dr. Annis: I suppose that is correct; or, at 
any rate, correct in part in the sense that 
there has been an important change in 
material and in manufacturing methods. I 
could quickly get out of my depth here, and 
possibly should not say too much, but if one 
thinks in terms of the activities of Dominion 
Rubber Company in their Quebec plant, they 
have changed their methods quite a lot and I 
think this has very markedly improved their 
situation. I really should not be talking about 
the details here. This is a field where I just 
do not know the answer. 
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Mr. Lambert: I feel that one of the coun- 
tries that might benefit in this connection 
—whatever benefit there may be—Czecho- 
slovakia. I have seen on the market what 
seemed to me to be increasing quantities of 
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Czechoslovakian canvas rubber-soled foot- 
wear, of a good quality, incidently, and this 
may have served to disperse, perhaps, the 
type of import. 


Dr. Annis: This may be, sir. The important 
point that I would like to make is that the 
reduction is a small one and the smaliness of 
the reduction is explained by the fact that 
this is an area where there have been and 
continue to be problems. 


[Translation ] 


The Chairman: Mr. Clermont, do you wish 
to take the floor? 


Mr. Clermont: Mr. Chairman, first of all, 
from what country does Canada import its 
leather, and secondly, from which country 
does it import shoes? I do not wish to know 
the names of all the countries if they are 
numerous, but simply the two or three most 
important exporting countries? 


[English] 
Dr. Annis; Might I restrict my answer, 
first, to leather boots and shoes. 


Mr. Clermont: I mean crude leather. 


Dr. Annis: I will come to that in a moment 
but, first, on the footwear. The main item for 
footwear is the item that appears on the top 
of page 127. The preceding item is an unim- 
portant one. This is the important item, 
which provides for boots, shoes, slippers and 
insoles of any material not otherwise provid- 
ed for. This includes the leather and the 
leather is the bulk of it. That is the item 
where our rate of duty is being reduced in 
five steps from 2734 per cent to 25 per cent. In 
1966, imports under that item were from the 
EEC, $8.1 million; from the United Kingdom 
$4.8 million; from Japan $3.4 million; from 
the United States $2.4 million and from 
Czechoslovakia $2.2 million. You will note 
this is quite a little change from what we 
used to think of the situation being when 
the United Kingdom was the main course of 
such footwear. This situation has changed. 


[Translation] 


Mr. Clermont: Was the change occurred 
followed by a decrease in imports? 


Dr. Annis: Yes, a decrease in imports from 
the United Kingdom, and it is also safe to 
say, although I do not have the detailed 
figures right here, that in relation to the total 
size of the Canadian market, imports as a 
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whole have been a declining share of. that 
market. 


The Chairman: If you have no further 
questions on these items... 


[Translation ] 


Mr. Clermont: Mr. Chairman, I previously. 
asked from which countries was Canada 
importing its raw leather. 


[English] 
Dr. Annis: The answer to that question 
would involve adding up quite a few figures 


we have here. Would it be possible for us to 
do this and give you the figures later? 


The Chairman: If we have no further ques- 
tions on the categories we have been consid- 
ering up to page 128, let us take a look at the 
balance of page 128. I would presume, Dr. 
Annis, that your general comments about the 
very moderate changes with respect to leather 
footwear also apply to rubber footwear—rub- 
ber boots and shoes 61700-1? 
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Dr. Annis: Yes. The situation there is a 
little bit different in that on the rubber boots 
and shoes, the present rate of duty is 224 per 
cent which will be scaled downward to 20 per 
cent. It is the same in the sense that the 
reduction is 24 percentage points. It is differ- 
ent in the sense that we start off on a lower 
point and end at a lower point than in the 
case of either leather footwear or rubber- 
soled canvas footwear. 


The Chairman: I see a somewhat more sub- 
stantial cut in the duties applying to: 


Tires and tubes, wholly or in part of 
rubber 


Perhaps Mr. Burns could tell me whether we 
obtained corresponding cuts in export mar- 
kets for our own rubber tire products? 


Mr. Burns: Yes, Mr. Chairman. Again, the 
United States is our principal market for tires 
and tubes. Our exports, if my memory serves 
me right, have been running between $4 mil- 
lion and $5 million a year. The rate of duty 
before the Kennedy Round reduction was 84 
per cent and the final rate of duty, I think, 
will be 4 per cent for rubber tires and tubes. 


The Chairman: Is there an explanation for 
the nature of the reduction here that they put 
into the new schedule of duties with respect 
to automotive products? 


Dr. Annis: Rubber tires and tubes are not 
under the automotive scheme... 
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The Chairman: I realize that, but... 


Dr. Annis: ...but, certainly they are relat- 
ed and they are items in which there is, as 
Mr. Burns has pointed out, important two- 
way trade. It is also an item where, particu- 
larly I think having regard to the pretty 
strong competitive position of the Canadian 
producers, the existing rate—the present 
rate—is really quite high. 


Mr. Thompson: What volume do you have 
in regard to tube and tire imports from Japan 
in 1967? 


Dr. Annis: I do not have a figure in front of 
me. We can look it up, but I can say that it is 
small. It is $1.1 million from Japan in 1966. 


Mr. Thompson: This is a very strongly 
increasing import, I think. What is the change 
in regard to the new tariffs on this, if any, 
from a country like Japan? 


Dr. Annis: As of January 1 of this year, the 
reduction is from 223 to 213 and the reduc- 
tions will continue until 1972 at which time 
the final rate becomes 17% per cent. I might 
add that those imports from Japan are still 
relatively small as compared to imports from 
the United States which were almost $10 mil- 
lion in 1966. 


Mr. Thompson: I believe the statistics for 
1967, though, are much much larger than 
they were for 1966. 


Dr. Annis: This may be. I do not think any 
full calendar year figures yet are available 
and we do not have the monthly figures avail- 
able right here. 


Mr. Burns: Mr. Chairman, if I might apolo- 
gize for speaking off the top of my head in 
terms of our exports in tires and tubes. I 
mentioned the figure of $4 million or $5 mil- 
lion. I should have really talked about $9 
million in terms of our exports to the United 
States. 


The Chairman: If there are no further 
questions or comments on this particular 
item, let us move on to page 129. If there is 
nothing on that page, we will move along to 
page 130. Again, we are dealing with pages 
which have items dealing with a number of 
different miscellaneous categories. We will 
continue to page 131, page 132, page 133, 
page 134, page 135. Yes, Mr. Lambert? 
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Mr. Lambert: Is item 71100-1, “‘All goods 
not enumerated in this Schedule’, a sort of a 
basket catch-all item? 


e 1250 
Mr. Annis: Yes, sir, it is. 


Mr. Lambert: How does it operate? In most 
other instances the categories have the usual 
basket clause—the n.o.p. Is this n.o.p. to 
niosp.? 


Dr. Annis: Yes, sir, it is, but it is also a 
little more than that. Although you are quite 
correct in saying that most of the subdivi- 
sions, such as manufactures of iron or steel, 
have an n.o.p. clause, there are some that do 
not. The section on foods is one that does not. 
Therefore, in some sectors item 71100-1 cov- 
ers a substantial amount of trade. 


Incidentally, the scope of this item will be 
reduced when the new schedule of chemicals 
is introduced in that that will have the effect 
of taking quite a few unenumerated chemicals 
out of this basket of basket items, as you 
have described it. 


Mr. Lambert: I see. It seems to me that this 
is potentially a defence mechanism and can 
be used, shall we say, as a non-tariff mech- 
anism as a result of interpretation of the mix 
of materials in a commodity because by the 
words, “When the component material of 
chief value in any non-enumerated article 
consists of dutiable materials enumerated in 
this schedule”’ and so on, you are determining 
what is the mix of materials. It could be that 
by administrative action goods could be put 
into this high rate—and it is a high rate item. 


Dr. Annis: As I read it... 


Mr. Lambert; Did this item exist in this 
form within the customs tariff previously? 


Dr. Annis: Yes, sir. This item has existed in 
this form in the customs tariff for a very long 
time; in fact, almost without amendment, so 
far as working is concerned, since 1907. Of 
course there have been changes in the rate. In 
the period since 1935 there have been a num- 
ber of reductions in the rate. Under these 
proposals the rate will go from 20 per cent to 
173 per cent. If you look back a little over 20 - 
years, I think you will find a period when 25 
per cent was the typical rate. 


Mr. Lambert: Have we ever had represen- 
tations from our trading partners that they 
have had difficulty with this particular item? 


Dr. Annis: I cannot recall any, sir. 
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The Chairman: Mr. Burns, do our trading 
partners have similar basket clauses in their 
tariffs? 


Mr. Burns: Mr. Chairman, I am subject to 
correction but I think all tariffs have a final 
basket of this kind. Many countries now 
adopt the Brussels nomenclature, but the 
United States’ tariff, which does not use the 
Brussels nomenclature, has a final item which 
refers to goods and articles not otherwise 
enumerated. 

The difference, if there is any, is that the 
new United States’ tariff is very much more 
precise than is the Canadian tariff, and deals 
with individual products in much more 
detail, generally speaking, than does our 
tariff. Therefore, the usage of this item is not 
as great, proportionately, as the usage of the 
old 711 item in the Canadian tariff. 


Mr. Macdonald (Rosedale): How does the 
Brussels nomenclature handle this? Is it so 
precise that it does not require baskets? 


Mr. Burns: In general, the Brussels nomen- 
clature has a basket in every chapter. 


Mr. Macdonald (Rosedale): Are there bas- 
kets for the chapters? 


Mr. Burns: Mr. Chairman, I would have to 
take that as notice. 


The Chairman: At page 135... 
Mr. Clermont: Page 134, Mr. Chairman. 
The Chairman: Page 134? 


[Translation ] 

Mr. Clermont: I would like to speak of 
tariff number 68905-1: “mineral wool”. From 
what country does Canada import mineral 
wool? 


[English ] 


Dr. Annis: Predominantly from the United 
States. In 1966, imports were $588,000 in 
value. The United States was the principal 
supplier. I do not think I have a separate 
figure here. 


The Chairman: If there are no further 


question on... 


Mr. Lind: Mr. Chairman, I have one fur- 
ther question on mineral wool. 


The Chairman: Yes? 


Mr. Lind: Is this a special wool that is used 
in refrigeration, or something like that? 
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Dr. Annis: It is an insulation product used 
in refrigeration and also in house insulation. 


Mr. Lind: We import that? 


Dr. Annis: Yes, to some extent. Of course, 
we also manufacture it here, and these 
imports are pretty small in terms of the total 
market. Mineral wool could be defined as a 
fibrous material that is used as a heat or 
sound insulator. Usually it is made by mixing 
rock with molten slag and then blowing 
steam through it. In trade terms I think “rock 
wool” would be interchangeable with the 
term “mineral wool”. 


Incidentally, I can now give you the figure 
for imports from the United States: $581,000 
out of the total of $588,000. There were $6,000 
worth from the United Kingdom and $1,000 
worth from the EEC. Those figures all relate 
to 1966. 


The Chairman: We will now move on to 
page 136. Perhaps by way of explanation, Dr. 
Annis, you could explain why the items on 
pages 136 to 145 are in a separate resolution. 
Upon superficial examination they seem to 
cover the categories we have looked at in the 
preceding resolution. 


Dr. Annis: Yes, Mr. Chairman, I would be 
very glad to do that. As you have said, in one 
sense resolution 8 covers the field and in 
another sense it does not. Resolution 8 con- 
tains the main package of tariff changes 
required to implement the Kennedy Round 
negotiations. Resolution 9 is partially a 
housekeeping resolution and partially more 
than that, but I think you are correct in con- 
sidering it is before the Committee in that 
there is some relationship to the Kennedy 
Round resolutions. 

I can give you, rather briefly, an explana- 
tion of what it is all about. Primarily this 
resolution implements recommendations of 
the Tariff Board, which were not envolved in 
the Kennedy Round negotiations. For exam- 
ple, item 40920-1 brings into effect the 
Board’s proposal of free entry for certain 
machinery equipment that is used in grading 
and packaging fresh fruits and vegetables. To 
go to a more important group in terms of 
trade, the new schedule of tariff items 
proposed by the Tariff Board in its report on 
reference 130, on machinery and apparatus 
for the mining industry, is included in this 
resolution. The items concerned are 41001 
to 41045-1 inclusive. 
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I might say that in this case the Board 
recommends that, except for certain special 
cases, one or other of two uniform sets of 
duties should apply to all machinery and 
equipment in the mining schedule; that most 
mining equipment of a class or kind made in 
Canada be dutiable at rates of 5 per cent BP 
and 15 per cent MFN; and that kinds not 
made in Canada be free of duty. Now, this 
involved both decreases and increases in rates 
of duty. 


Some of the items on which the Board 
recommended higher duty were bound under 
the GATT. To implement the Board’s propos- 
als these items had to be renegotiated. The 
re-negotiations were conducted at the same 
time as the Kennedy Round negotiations. No, 
I beg your pardon, in this case they really 
preceded it. But the negotiations have been 
completed now. I do not know that it is 
directly related to the work of this Committee 
and that I should go into the minor changes 
that were made from the board’s recom- 
mendation. 
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The Chairman: I do not think it is neces- 
sary although it is a fact that the entire Reso- 
lutions tabled by the Minister on November 6 
were referred to the Committee. I say this 
just for the record, but unless the Committee 
feels that they want to go into them or into 
the details of this Resolution, I will not ask 
you to give us information on them. 


I would like to ask just one brief further 
question. To what extent does this Resolution 
refiect any cuts in tariffs of other countries 
with respect to these items? 


Dr. Annis: I would think that it is really 
not relevant to that. This Resolution is partly, 
you might say, the sort of thing that would 
normally be done in a budget. In part it 
reflects housekeeping adjustments which were 
related to changes—to substantive changes 
—that are made in Resolution 8. 


The Chairman: Do we have any questions 
on this Resolution? If not let us move along 
to page 146, Resolution 10. Perhaps you could 
explain why the items in this resolution are 
set out separately instead of being in the 
major Resolution 8. 


Dr. Annis: Resolution 10 deals with purely 
housekeeping amendments to the tariffs. This 
Resolution provides for amendments to three 
drawback items. Two of the changes are 
consequential to recommendations made by 
the Tariff Board in respect of mining machin- 
ery and the third relates to a re-numbering 
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of the tariff items for salt where they are 
provided for elsewhere. So this is purely a 
housekeeping technical amendment. 


The Chairman: Thank you. If there are no 
questions on this resolution we will then look 
at Resolutions 11 and 12. I believe we have 
already considered these Resolutions in, at 
least, a preliminary way when we had before 
us the Minister of Finance and the Minister 
of Trade and Commerce. They permit, in 
effect, a postponement or a change in the 
staging in case our trading partners do not 
reciprocate pursuant to the original agree- 
ments. Am I correct in this, Dr. Annis? 


Dr. Annis: Yes, sir, you are. This is really a 
coming-into-force provision and, as you Say, 
it contained there a power conferred on the 
Governor in Council which would have per- 
mitted the postponement of the initial effec- 
tive date if our trading partners had not 
moved when they were supposed to. 


The Chairman: If the Committee will per- 
mit me to ask one final brief question, just 
for the record as many people are following 
these proceedings. It is correct, of course, 
that the changes in the chemical tariff reflect- 
ing the recommendations of the Tariff Board 
will be dealt with separately. However, it 
would appear from the publication Foreign 
Trade that in the GATT negotiations Canada 
did agree with respect to chemicals as distinct 
from plastics, not to impose ad valorem rates 
above 15 per cent; to remove the 5 per cent 
rate on fertilizers and undertook not to 
impose rates higher than 10 per cent, 124 per 
cent, 15 per cent or 174 per cent on plastics 
depending on the nature or degree of manu- 
facture of the product. How, legislatively, 
will these undertakings be implemented? 


Dr. Annis: I think the Minister of Finance 
in his opening statement to this Committee 
referred to that and said that legislation 
would be introduced at a later stage of this 
year. He referred to the budget in that con- 
nection. I do not think he said unequivocally 
that it would be done in the budget, but he 
said that it might be. Possibly we should go 
back to his text to check this. However, that 
would be a natural occasion on which to 
introduce resolutions which have been fore- 
casted in this regard and in respect of which 
there is a commitment to do certain things as 
of July 1 under the Kennedy Round Agree- 
ment and where the government has 
announced its intention of introducing legis- 
lation between now and July 1 providing for 
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an effective date of July 1 next, with respect 
to changes yet to be introduced as regards 
chemicals. 
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The Chairman: But the agreements with 
respect to maximum rates that Canada 
entered into during the GATT-Kennedy 
Round negotiations are not reflected specifi- 
cally in the Ways and Means Resolutions of 
November 6, which were referred to us by 
the House. 


Dr. Annis; That is correct, sir. 


The Chairman: Do you have any further 
questions on this aspect? If not, I would sug- 
gest that we adjourn until 3:45 p.m. at which 
time we will hear from the Consumers 
Association of Canada. Even though we are 
beginning now to hear witnesses from outside 
the government sector, we will continue to 
have Dr. Annis and his colleagues as well as 
Mr. Burns and representatives of his and 
other relevant departments in attendance. We 
will then be in a position to hear from them 
where it is relevant with respect to argu- 
ments made or points raised in the briefs, as 
we proceed. Since Dr. Annis, Mr. Loomer, 
Mr. Schwarzmann, although he is not with us 
this morning, Mr. Burns and his colleagues 
are now concluding their period as principal 
witnesses before the Committee, I think you 
would want me to thank them for their very 
informative and useful presentations and 
their efforts to deal fully with our questions. 


[Translation] 


Mr. Clermont: Mr. Chairman, for some 
time to come, I presume that we will be able 
to ask some questions concerning the general 
tariff? 


The Chairman: Yes. I suggest that after 
having heard from the government witnesses 
we will again hold a sitting to discuss these 
general matters. I think it might perhaps be 
easier than to delay the appearance of the 
witnesses outside the public sector. Is the 
Committee in agreement with this suggestion? 


Mr. Clermont: Yes, Mr. Chairman. 


Mr. Lambert: Mr. Chairman, would it be to 
discuss a question of principle in tariffs or 
would these questions deal directly and close- 
ly with the resolutions which the House send 
bills to the committee. 


Mr. Clermont: It would be on the totality 
or the whole of the Kennedy Round Agree- 
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ments or their philosophy, as my colleague, 
Mr. Noél, has mentioned. 


Mr. Chairman: Another plan would be... 


Mr. Clermont: I would not ask for a special 
sitting. 


Mr. Lambert: No, I do not foresee that we 
have the possibility of discussing the prin- 
ciples of the tariff in general. 


Mr. Clermont: No, there is one question 
among others which I would have liked to 
ask: Prior to the GATT agreements what was 
the average of the tariff and, following the 
agreements of the Kennedy Round, what 
should be the average tariff for Canada? 


The Chairman: After thinking it over, per- 
haps it might be easier to choose a short 
period this afternoon ... 


Mr. Clermont: No, I would not want us to 
change the established schedule for this after- 
noon, Mr. Chairman. The Consumers’ Asso- 
ciation representatives are supposed to be 
here this afternoon. If no opportunity arises 
well, then, we will await another occasion. 


The Chairman: Since you do not wish to 
delay the testimony of Dr. English, we will no 
doubt be able to find time later on for you to 
ask your general questions. 


Mr. Clermoni: Mr. Chairman, we might 
perhaps ask them following the submission of 
briefs. 
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The Chairman: ...by representatives of the 
public sector. Perhaps the opportunity will 
then arise. 


[English] 
The Chairman: This meeting is adjourned 
until 3:45 p.m. 


AFTERNOON SITTING 
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The Chairman: Gentlemen, I think we are 
in a position to resume our meeting, at this 
stage, unofficially. 


Our witnesses today are appearing on 
behalf of the Consumers’ Association of Cana- 
da and presenting the brief on behalf of the 
Association is Dr. English of Carleton 
University whom, I believe, has acted in the 
past and continues to act as consultant to the 
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Association. With him is Miss Frances Janzen 
whom, I believe, is Executive Secretary to 
the Association. 

Of course, we have had the brief for study 
for several days and in line with our usual 
practice, Doctor, I would ask you not to read 
it in its entirety, but merely to summarize it 
for 5 or 10 minutes. Since the brief is not 
long, actually it would not take you beyond 
the period anyway, but I turn the floor over 
to you for that purpose. 


Dr. H. E. English (Executive Vice Presi- 
dent, Consumers’ Association of Canada): 
Thank you, Mr. Chairman. I should explain 
one or two things about my presence here 
before talking about the content of the brief. 


I am a Vice-President of the Consumers’ 
Association of Canada and a member and the 
chairman of the Economic Policy Committee 
of the Association. 

Over the last two or three years we have 
tried, through the Economic Policy Commit- 
tee of the Association, to gather together a 
little more expertise on the economic ques- 
tions which obviously bear on the consumer’s 
interest. The individuals on the Economic 
Policy Committee are all economists, and 
most of them are academic economists like 
myself. The Association calls upon them when 
matters in their areas of interest arise, 
requiring the assistance of the Association. 

This particular subject, of course, as some 
of you may know, is a field in which I have 
had a particular interest myself as a research 
economist. It is therefore somewhat a source 
of regret to me that at the time this had to be 
prepared I was out of the country for three 
and a half weeks. I therefore depended upon 
one of my colleagues to make the preparation. 
None of us has had the time we would have 
liked to have had to devote to what we 
regard as an important subject bearing upon 
the consumer’s interest. 

To treat this subject as fully as we should 
as consumers we would have gone over the 
entire range of tariff cuts and dealt with their 
implications. Most of us being volunteers in 
this work, and having other full time jobs, 
have simply not been able to do this. We do, 
however, want to mention the great impor- 
tance, to consumers across Canada of. tariff 
reductions, particularly on finished products. 
We naturally urge all those responsible for 
legislation to take action in that direction. 

I also wish to say, arising out of the latter 
part of this brief, that generally we feel, par- 
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ticularly those of us who have a background 
in economics and are working for the associa- 
tion, that at this time in Canadian history, or 
from here on, there is much less need for any 
concept of conflict between the consumer and 
the producer interest in trade policy than 
there ever has been in the past. The Canadian 
economy is maturing and there are now many 
opportunities for our secondary and primary 
industries to take advantage of export op- 
portunities without having to depend in any 
way upon the kind of protection that this 
country has seemed to require during its 
years of infancy. 


These general remarks indicate what I 
think are the specifics of our brief that should 
be considered. The three points referred to in 
the brief are very easy to summarize. The 
first is the desirability of stronger direct 
representation of consumers in future Cana- 
dian trade negotiations. I would say, with 
respect to this point, that the Association 
itself somewhat fell down on the Kennedy 
Round. We should have been more active 
than we were at an earlier stage in the 
consideration of the Canadian government’s 
plans for the Kennedy Round. There was, 
after all, a committee called to consider these 
plans, and to the best of my recollection we 
did not make representations to that com- 
mittee. We regret that now, and perhaps I 
can go into some of the reasons for that. 


One of them is the emergence, from the 
consideration, of effective tariffs, which is 
illustrated in this statement. It is evident 
to some of us, even on what must really be 
an inadequate review of the cuts that have 
been made, that there has been an emphasis 
on cuts on materials and components and 
machinery—the things that mean most to 
industry—and much less on finished products. 


This means that in some sectors of industry 
there has been little or no reduction in effec- 
tive tariffs—that is, effective protection 
—hbecause the tariffs on inputs have been cut 
sufficiently so that the reductions in tariffs on 
output are not going to—affect the industry’s 
protection significantly. That comment does 
not apply universally, but in some sectors of 
our economy we believe that to be the case. I 
have seen one other careful estimate of this, 
which I am not at liberty to discuss at the 
moment—perhaps later you can get access to 
it; it is not my own work—and it indicates 
that a fair sector of the cuts have not pro- 
duced effective protection. 


The second point of the submission relates 
to the regional impact in Canada of the relax- 
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ation of Canadian trade restrictions. This 
really relates to my general comments of a 
moment ago. 


In view of the possibility of strengthening 
the productivity of Canadian manufacturing, 
in response to the changes in tariffs by other 
countries, and the reduction of protection in 
Canada, there would appear to be many 
opportunities for improved performance from 
industries located in the central region of 
Canada—in Ontario and Quebec—where most 
of our secondary manufacturing is. It is in 
this sector that industry in the past has felt 
most dependent upon substantial levels of 
tariff protection. If these industries can 
respond to new opportunities abroad and to 
the pressures arising from the reduction of 
Canadian protection then there is good reason 
to expect that the benefits of tariff reductions 
by our trading partners and by ourselves may 
go more to the central region of Canada than 
to the outlying regions. 
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Again, studies which I have seen, which 
endeavoured to estimate these impacts, indi- 
cate that there is a real possibility that it is 
no longer necessary for us to regard reduction 
of tariffs as an issue on which the regions of 
Canada need to come into economic and 
political conflict, because the benefits may 
now be shared more equally and, indeed, 
may come primarily to the central region. 


This involves a great deal of further elabo- 
ration but it is well worth careful study, 
because I am confident that the conclusions 
will be in the direction that have been 
indicated by the preliminary studies I refer 
to. 


Finally there is the importance of continu- 
ing efforts to reduce those impediments to 
international trade which will still remain 
after the Kennedy Round tariff cuts are com- 
pleted. I recognize that this is probably not 
within the present terms of reference of the 
Committee. I only wish to put on record that 
the Association feels, particularly given the 
points I have just made, that this is a highly 
warranted approach to policy. Indeed, it 
affords to Canada the opportunity for states- 
manship, given the fact that our own inter- 
ests are compatible with statesmanlike moves 
in the area of trade policy. We would there- 
fore like to have this view on record. 


I can express from my own work, and from 
that of some of my colleagues, further 
thoughts on what kind of commercial policy 
changes might be worth exploring, but I do 
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not believe that that would be in order at the 
moment. Therefore, we are now open for 
your questions and comments on what we 
have said in the brief and what I have just 
Said personally. 


The Chairman: Thank you, Dr. English. 
Before proceeding to questioning, and since 
we are trying something a little different, 
perhaps I should ask Dr. Annis if he has any 
preliminary comments. 


Dr. Annis: Really nothing. 


The Chairman: I recognize, of course, that 
your own position is such that there are limi- 
tations on how fully you can comment in 
areas of broad policy. However, if there are 
aspects that you would like to draw to our 
attention we wish to give you the opportunity 
of doing so. 


Dr. Annis: Mr. Chairman, I have nothing of 
real substance to contribute at this point. The 
only remark I would like to make is that as 
one who is a member of the Canadian Tariffs 
and Trade Committee, which held hearings 
and received briefs before the Kennedy 
Round started, we were rather disappointed 
at that time at not receiving a brief from the 
Consumers’ Association. Therefore, it is most 
welcome from that point of view to be in a 
position to expect that if we have another 
exercise of this sort we can look forward to 
having a more full and comprehensive state- 
ment of consumer interest. Having said that, 
I would hasten to add that there were, of 
course, persons who spoke on behalf of the 
consumer, and I do not think that Committee 
failed to recognize that the consumer interest 
was a very important element of the situation 
to be kept in mind. 
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The Chairman: Thank you, Doctor. Now, I 
will ask members who wish to ask questions 
at this time so to signify. I see Mr. Mac- 
donald, and Mr. Lambert. 

I might say also that we are now in a 
position, and have been for several minutes, 
to proceed officially. 


Mr. Macdonald (Rosedale): Professor Eng- 
lish, referring first to your remarks about 
consultation with the Consumers’ Association 
of Canada, and recognizing the financial 
difficulties that your association is under, 
what would be the possibility of your associa- 
tion undertaking an examination of the cur- 
rent tariff structure of certain items that 
affect the consumer most; for example, shoes, 
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clothing, food, hard goods, and so on? I 
mean, examining it, presumably from outside 
the industry, because it is likely that the 
industry would not be co-operative in this 
regard, and deciding just how much fat there 
is in the tariff, how much fat there is in the 
Canadian industry, and try to assess for your- 
selves what cuts could be made without 
either destroying the industry or doing it 
undue damage. Would you suggest that at 
another time, for the next negotiating round, 
you might undertake that kind of study? 


Dr. English: The difficulty, Mr. Macdonald, 
is one of financing. I think probably it is 
recognized that the services of economists are 
now coming higher because of the relative 
shortage, given demand, and this means that 
it is very difficult to get. 


First of all, I would say if you are going to 
do a study of this kind you want it done well 
or not at all; and it is not easy to do well, it 
takes time and it really does take a measure 
of co-operation from industry. 


I do not think one should be too dis- 
couraged about that because a sound and 
objective economist can usually get co-opera- 
tion from industry. I can say that from 
experience because we have done a lot of 
work of this kind in recent years in connec- 
tion with one of my other activities with the 
Private Planning Association of Canada 
where we have been examining just these 
questions in respect of some of our major 
industries. Studies will be forthcoming soon 
concerning some of our major industries and 
the implications of trade liberalization for 
them. 


The industries you have mentioned are not 
among those being studied except in so far as 
what you said about clothing which may be 
covered a bit by one of our studies; it is 
really on primary textiles but something may 
be said that is relevant for that field. 


You say that association was operating on 
the basis of foundation grants. It is not nor- 
mal for foundations to give grants to an 
association like the Consumers’ because in a 
sense it reflects a group rather than a direct 
research interest. It is easier to get money 
from private sources if you are a research 
operation. 


Mr. Macdonald (Rosedale): Addressed to 
you in your group capacity rather than your 
professional capacity, what is your group’s 
viewpoint about certain industries such as the 
shoe producers or textiles, particularly in 
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some of those areas where not even tariff 
protection has been effective and where they 
have had to seek voluntary export quotas? Is 
the Consumers’ Association recommending 
that, in effect, they should get out of the 
business in Canada or be exposed to the risk 
of full competition and just take whatever the 
results may be? 


Dr. English: Well, I think the pure consum- 
er interest would be in that direction. If one 
could demonstrate there was no other alterna- 
tive, but that we should specialize in other 
product areas and move out of those areas, 
then that would be a conclusion which the 
direct consumer interest would be forced to 
come to. 


Now, I think the fact that the consumer, 
like every other citizen, has an attachment to 
a producer—either is a producer or the wife 
of a producer—means of course that as a 
citizen with these two interests he will want 
to look for ways of achieving an adjustment 
in the economy which will result in the least 
damage to legitimate producer interests. But 
in the economy as a whole, the interest of the 
people lies in doing what we can do best and 
that may involve buying some of these con- 
sumer products from other countries. 
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Of course this has happened already. Over 
the last 15 years there has been a major shift 
to import sources for certain types of textiles, 
and it is not even under existing levels of 
protection; we did not avoid that shift 
because we simply were not as strong in 
those areas as some foreign countries. 


On the other side of it, I would say that the 
experience of the European Common Market 
which has, of course, gone to free trade for a 
group of six countries—some of them small, a 
lot smaller than Canada—has not been that 
whole industries have gone under but rather 
that they have adjusted to the challenges and 
come up with new product lines. I can sug- 
gest instances in the Canadian economy 
where exactly the same thing has happened 
as the result of changing international com- 
petitive conditions. 


Some of our machine tool producers are a 
good example of this. People used to say at 
the end of the war, “They will go under; they 
do not have a chance in peacetime competi- 
tion”. Well, some of these firms are no longer 
producing machine tools of the kind they pro- 
duced during the war but they are producing 
something else, and by last count doing it 
well in a number of instances. 


a 
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_ Mr. Macdonald (Rosedale): I am sure you 
are familiar with the study of—I presume 
your friend—Professor John Young for the 
Gordon Commission some 10 years ago. One 
of his comments was that if we are going to 
continue this procedure we should operate by 
way of subsidy to the industry, and industries 
in particular, and not have tariffs at all. What 
would your comment be on that? At least you 
would know how much you are paying for it 
anyway, which you do not really know with 
tariffs. 


Dr. English: This emerges from a reference 
to first principles in economics, and I think it 
is easy to defend along these lines. I am not 
picking on an industry, but let us say it is a 
line of textiles or a necessity of that charac- 
ter. If you put a tariff, or sales tax for that 
matter, on a type of goods then it is going to 
hit hardest the people who can least afford to 
pay—the lower income people—because a 
higher percentage of their income is spent on 
necessities of that kind. 


So, in effect, you are protecting an industry 
at the expense of those who can least afford 
to pay it; whereas if you pay a subsidy to the 
same industry to enable to survive then, of 
course, because our tax revenues are obtained 
more equitably than the sales tax it would 
mean that the support of that industry is 
achieved more out of payments from higher 
income groups who can afford better to help 
support that industry if the nation considers 
it-is in its interest to do so. 

So I think the basic position on subsidy is 
that if you are going to protect it is better on 
several counts: first, it is more equitable as I 
just tried to outline and second, it is also a 
little more visible and people know what they 
are paying and Parliament can decide per- 
haps a little more readily whether it wants to 
continue that payment as a result, of course, 
of the pressures that come from the consumer 
public. 


Mr. Macdonald (Rosedale): I take from your 
comments about the deeper cuts being made 
on industrial products—that is to say, prod- 
ucts ultimately going to industrial manu- 
facture rather than in consumer products— 
an implied criticism of, shall we say, the 
Canadian strategy on the Kennedy Round in 
the sense that we were not prepared to give 
up deep enough cuts in the consumer area. 


Dr. English: I think, in part, that is true. I 
think the position taken on final products was 
a very cautious one. 
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This argument becomes rather complex, so 
I will try to keep it simple in the first round. 
It seems to me that the Canadian economy 
was, as the government stated, in a somewhat 
unique position in the world because we were 
one of the few countries that would have had 
to adjust most to 50 per cent cuts—the gener- 
al linear cut being promised and proposed by 
the United States. It was as a result of the 
problems of adjustment that 50 per cent cuts 
were believed to involve that the government 
sought and obtained, I believe, a_ special 
treatment. 
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Unhappily, and this has often been stated, I 
think, by some of the same people who sup- 
ported the special position, including myself, 
we should have gone for perhaps bigger cuts, 
but we could only have been willing to offer 
those if other countries had been prepared to 
offer much bigger cuts than the Trade Expan- 
sion Act permitted after the dominant sup- 
plier authority no longer could be used in the 
way originally hoped. I appreciate this is a 
fairly complicated argument, but what I am 
really saying is that there are an awful lot of 
people in the study of this aspect of econom- 
ics and in industry who would be quite pre- 
pared to see their industries go to free trade, 
but who are not happy about 50 per cent cuts 
because under the free trade they feel they 
would be put on an equitable basis, vis-a-vis 
the industries of other countries. However, 
with 50 per cent cuts they would have a 
higher tax to bear than the industries of those 
other countries and would not be able to 
make the full adjustment. On this point, I 
think one of our great troubles in Canada is 
that we have viewed this subject in a rather 
doctrinaire fashion. 


I am fond of saying, at times like this, that 
if I could discover the basic flaw in the theo- 
ry of Ricardo and the subsequent economists 
who argued for the advantages of free trade, 
I would be delighted because I could make a 
name in my profession. It is not out of any 
doctrinaire view that I take the position I am 
taking. I think it is practical politics and eco- 
nomics for the Canadian economy, now and 
in the near future really to contemplate a 
move to substantial free trade by some or 
other route. That, of course, is the problem of 
policy which goes beyond the terms of refer- 
ence of this Committee at this time. 


Mr. Macdonald (Rosedale): Well, maybe 
not. It can be read back into the policy that 
had been evolved prior to the Kennedy 
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Round. I would like, if I could, to distinguish 
the cases of cuts in producer imports as 
opposed to cuts in consumer imports. It seems 
to me—I would appreciate it if you would 
correct me if I am wrong in this—that with 
the goods that are to go into the process of 
manufacture in Canada by cutting the barrier 
of them coming into Canada, you lower 
manufacturing costs, and to that degree 
while, of course, you may produce dislocation 
in certain Canadian industries, such as, 
machinery which may have been supplying 
Canadian manufacturers for consumer pur- 
poses, you, at least, should theoretically, 
bring the consumer price down for Canada, 
you should equally bring your export price 
down so that you can sell into a larger mar- 
ket. You would then wind up with a cost of 
having perhaps imperilled a Canadian indus- 
try, but you are in a more competitive posi- 
tion with the finished product to get into the 
foreign market. It seems to me with the con- 
sumer goods, on the other hand, if you make 
very substantial cuts, you will, of course, get 
reduction in consumer prices, but just 
because you may well have put Canadian 
industries out of business, you will not have 
any assurance of better access to foreign 
markets. 


Dr. English: Of course, other countries are 
making cuts at the same time, so you have 
some better access than that. 


Mr. Macdonald (Rosedale): Except, as you 
have acknowledged, they were not going to 
make the kind of cuts that we could do. In 
other words, there was an argument in 
favour of the industrial products because, at 
least, we could have the additional advantage 
of making our industry more competitive on 
an export basis. 


Dr. English: I agree that to some extent 
this is true. You reduce the amount of adjust- 
ment required and you get some benefits out 
of it in terms of maybe lower prices to the 
consumer. You certainly should have those 
benefits. 

There has been a rather hopeful view 
expressed that these industries would take 
advantage of the lower American and other 
foreign tariffs. I think there is some evidence 
from the history of Canadian tariff and indus- 
try reaction to it that unless you put pressure 
on through the reduction of Canadian. tariffs 
—I do not mean just the tariffs but effec- 
tive protection—you do not get them respond- 
ing as fully as you had hoped in the direction 
of exploiting export opportunities. I think 
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there has been too little emphasis put on this. 
The reason is quite obvious from the point of 
view of the business man. Why should he 
respond if he does not have to, and if the 
domestic market situation is favourable. As 
long as the effective protection is kept the 
same, the domestic market position is not 
unfavourable. 
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Mr. Macdonald (Rosedale): The early pros- 
pect of the gallows concentrates a man’s mind 
wonderfully. It is the same principle, is it 
not? That is fine. Thank you, Mr. Chairman. 


Mr. Lambert: I was interested in your sub- 
sidies theory, but it seems to me that there is 
something further that is implicit in it all, in 
that, if government is going to pay subsidy, 
government is going to insist on controlling 
production. This is inherent in subsidy. I 
doubt very much that government would pay 
subsidy blithely without control on pro- 
duction. 


Dr. English: I am aware, at least, of some 
instances where there does not appear to be 
too much public control of production, the 
gold mines, for example, and yet there is a 
subsidy there. Does the government control 
production of the gold mines? 


Mr. Lamberi: It is an incentives subsidy in 
order to produce as much, but in the case of 
foodstuffs and some oher things, I think you 
would find, perhaps, in trying to cure one ill 
you would be creating two others. I say that 
this is a complication. Without going into all 
the ramifications of a subsidy program in lieu 
of tariff protection, I think this would be a 
substantial complication. 


Dr. English: I think a subsidy is something 
that by its nature is difficult to maintain over 
a long period of time. Of course, that is one 
of the advantages when it comes to the origi- 
nal purpose of protection which was to pro- 
vide, in most arguments, infant industries’ 
support, while an industry is growing up. The 
problem is that unless the protection is dis- 
mantled, the industry never does admit to 
being grown up. 


Mr. Lambert: A further point, of course, is 
that in negotiations such as the Kennedy 
Round there is a _ reciprocity of benefit 
between trading partners. It is all right if 
Canada were to consider a subsidy program, 
but if the other people do not go into a simi- 
lar type of program, then you are for it. I 
doubt very much that you could get that 
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reciprocity of benefit if you entered into a 
unilateral subsidy program. 


Dr. English: One of the issues that has 
recently been raised by some of the govern- 
ment experts on this question is when we are 
going to start negotiating: subsidies because 
there are subsidies, of course, now, in a num- 
ber of areas. Some countries use them much 
more than others. What you are implying is 
that it might be more difficult to negotiate a 
subsidy than a tariff. I think that, now, the 
major countries, the United States and the 
EEC, have reduced their tariff levels over 
wide sectors to between 5 and 10 per cent. 
They are going to start looking around for the 
non-tariff barriers including subsidies and 
start insisting that these be included in future 
trade negotiations. If this takes place, I am 
mot so sure that the concern you have about 
the difference between the two would neces- 
sarily be important. 


Mr. Lambert: I would point out, though, in 
so far as EEC is concerned, that while they 
may have made mutual reductions of tariff 
within the confines of the member nations 
there has been a compensation by increasing 
the level of tariffs vis-a-vis the rest of the 
world. What you have had, in effect, is an 
expansion of the geographical trading areas, 
but you still have maintained a protective 
barrier. They have maintained a protective 
barrier and in some instances the tariff walls 
are so high you barely can see over them. 


Dr. English: I am often-a critic of the EEC, 
Mr. Lambert, but I must say that in the Ken- 
nedy Round, to the surprise of some of us, 
they went quite far and their external tariff is 
not nearly as high as ours, on the average. 


Mr. Lambert: That I grant you because 
there was also some reciprocity vis-a-vis the 
rest of the world... 


Dr. English: Yes. 


Mr. Lambert: ... they were able to do it that 
way. 


Moving on, then, to the question of the 
impact of the results of the Kennedy Round 
on what you would call purely consumer 
goods as against producer goods. It seems to 
me that in the consumer goods’ field so much 
is represented by foodstuffs and we know 
that no one—none of the members who 
entered into the Kennedy Round negotia- 
tions—did too much about giving away pro- 
tection vis-a-vis foodstuffs. This is a private 
preserve and, therefore, this may be one of 
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the reasons, one of the reasons, I emphasize, 
why perhaps there has not been the result for 
which you were looking. 
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As a clear example, we will show the effect 
of what can happen to a food producing in- 
dustry in Canada. It is not necessarily the re- 
sult of the reduction of tariffs that this has 
happened, but I think the results are the 
same, and that is in the fruit processing in- 
dustry. Recently we have had briefs from this 
industry which indicate reasons why, in the 
past couple of years, for instance, the price of 
fresh fruits—fresh tree fruits, particularly, 
peaches and pears—have gone up so high, 
and it is frankly that, orchards are being 
phased out. The bulk of the fruit crop has to 
be processed; a certain amount has to be sold 
fresh, but only a small proportion. The 
Canadian fruit processors are just not able to 
meet intensive foreign competition, most of 
which is subsidized. Because the orchards are 
being phased out and fruit cannot be proc- 
essed and sold and fresh fruits are not being 
produced the fresh fruit prices have gone up. 
I would suggest to you the effect is the same 
in industries of this kind, that if you reduce 
the tariff protection to zero, and therefore 
you are not able to protect the domestic proc- 
essing you also increase the price of the fresh 
product. 


Dr. English: I must confess to being a little 
bewildered by this because, presumably, if 
there is a motive—and there would be in the 
rising price of the fresh product—for 
increased production, that production could 
occur either domestically or on the part of the 
foreign producers, and we would be supplied 
ultimately with food at roughly the same 
prices. It seems to me inherent in the situa- 
tion that the price of fresh fruit has to go up, 
that is all I can say. 


Mr. Lambert: Well, it is, because if you are 
going to have so many fewer orchards the 
fixed costs with regard to production and the 
distribution costs of fresh fruit go up. Now, I 
would suggest as perhaps an area at which 
the Consumers’ Association might look is the 
increasing cost in fresh tree fruits, and the 
effect of foreign competition on the processed 
fruits, to the point where Canadian super- 
markets are now actually having their own 
labels, or they are even having their packs, 
processed in Australia. 


Dr. English: The difficulty with an assess- 
ment of the impact of various forms of pro- 
tection on agricultural products-relates partly 
to the fact that prices in agricultural products 
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fluctuate more widely anyway, and I think it 
is difficult to relate historical evidence of a 
price rise to a particular protection or act on 
the removal of that protection until you have 
looked at the other factors that may be as a 
result causing the shift in supply. But my 
main point is this. Let us assume that you are 
talking about a kind of fruit that we would 
now obtain from the United States instead of 
growing in Canada. Let us assume that, and 
that the Canadian fresh fruit production went 
down, and we started getting it from the 
United States. It seems to me, in the first 
place, that the United States, being very 
much bigger, would not have to expand its 
fruit production by very much to supply our 
market, and it seems to me also, at least 
questionable whether the effect of that expan- 
sion would involve a rise in price of fresh 
fruit. 
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Now, if you are talking about what happens 
within the Canadian economy, of course there 
may be a reduction in production, but this 
does not necessarily mean that we have to 
pay more for the imported fruit; in fact, the 
complaint that the industry places before us 
so often is that the American fruit is cheaper. 
I am puzzled by the situation. 


Mr. More (Regina City): With this argu- 
ment, would it not be true of almost any- 
thing; that the United States being so large 
would have to have very little expansion in 
any field to provide Canada with all its needs. 
Then what do we do for a living? How do we 
pay our economists? 


Dr. English: Well, now, I think you are 
then making a generalization that does not 
make reference to the comparative advan- 
tages of the two countries. I am sure that we 
do not give up all fresh fruit even if we have 
to compete with the United States, because 
there are some areas in which we can do, at 
least for some part of the year, a competitive 
job. But the important point about the whole 
picture is, of course, what are our compara- 
tive advantages, and what are theirs? And it 
is quite clear that under free trade which 
exists now, we are exporting things to the 
United States in many lines of production. 


Mr. More (Regina City): Perhaps it does 
give uS an opening in particular seasons. 


Dr. English: No, I do not mean in fruit; I 
mean in other product lines. The analysis of 
the supply situation in North America in 
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fresh fruit is something which I have not 
done, and I would certainly think it is well 
worth doing. I am merely raising questions 
about the points made. 


Mr. Lambert: Well, my last question is this, 
I think that the fruit-growing and fruit-proc- 
essing industries are a classic example of 
regional impact. We know it for fruit growing 
but what are the alternative uses for, say, the 
Okanagan Valley? I find it a little difficult to 
see where you could turn that, in the immedi- 
ate and in the foreseeable future; that you 
could say, well, all right, we are going to 
phase out the peach orchards of the Okana- 
gan, and also the fruit growing areas of the 
Niagara Peninsula. This is one of the dangers 
that you do face. I show it as an example of 
some of the difficulties that you run into. 


Mr. More (Regina City): A good place to 
build a home when you retire. 


Dr. English: I wonder if I could take that 
question under advisement, because there are 
people upon whom I could call to make a 
more intelligent comment about the specifics 
of fruit supply than I can make. 


Mr. More (Regina City): Dr. English, just 
one thought occurs to me and I do not know 
whether it is even sensible; but on the basis 
of your argument, do you think it would be 
viable for Canada’s development to move to 
subsidies when there is no reciprocation from 
countries to which we export? If they main- 
tain tariffs; it would not be viable for us to 
adopt a system of subsidies, would it? 


Dr. English: I think the position I would 
take is that we need much less of both—of 
either—than we have had in the past, and the 
question was raised whether a subsidy is 
more efficient than a tariff. I think on the 
basis of economic principles it is but I do not 
think that a government today should decide 
on that issue until it is decided how much 
protection we need in Canada, and once that 
question is resolved, I think the other issue is 
a very minor one, because I do not believe 
that the amount of protection we need is com- 
parable to what we have had in the past, or 
indeed have now. I believe this is being 
recognized by more and more people all the 
time. You have political leaders in the Prov- 
ince of Ontario—I do not mean federal politi- 
cal leaders, but provincial ones—who are 
making this statement on the basis of their 
experience, not only as politicians, but as 
businessmen, and I think this is significant; 
this did not use to happen. 
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The Chairman: Of course they do not have 
to follow through on it. 


Dr. English: Well, I would have confidence 
in their sincerity on this particular point, 
because they have no very particular reason 
for saying it, unless they think there is an 
interest in the Province of Ontario in hearing 
that said. | 


~The Chairman: Actually, we have Mr. 
Cameron’s name next on our list. 
Mr. Cameron (Nanaimo-Cowichan-The Is- 


lands): I had another comment on the fruit 
angle which it seems to me Professor English 
did not take into account. Mr. Lambert 
touched on it briefly, the difference in matur- 
ing dates of fruit and vegetable produce. It 
has a very disastrous effect on much vegeta- 
ble and fruit production in my own province 
of British Columbia. Of. course, they do 
mature much earlier; they come in at the 
time when our own producers are not yet in 
the market, and the situation is complicated 
also by the fact that much of the food distri- 
bution is in the hands of international corpo- 
rations who have, as part of their operations 
fruit-producing units in the United States, the 
large corporate farms of California, Oregon 
and Washington. They funnel their own prod- 
uce into the retail market here sometimes I 
have had some cases of this even at higher 
prices than the local produce is available for. 
It is part of the corporate policy to do this, 
which is another angle to the question of 
what protection we need and what protection 
we do not need. 


Dr. English: I am glad you brought that up 
because it is certainly true that the difference 
in growing seasons affects the pattern of 
imports and of course, our protection has 
been seasonal too in response to that need for 
some products. Of course their ability to 
charge a higher price in Canada very often 
relates to our tariff. Otherwise other people 
could buy at wholesale in the United States 
and compete with them, but that is an inci- 
dental point. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I do not imagine there is very much 
competition in some instances. 


Dr. English: But there is, I think, room for 
the small wholesaler in food distribution. 
There is quite a bit of it goes on, and I think 
more of this could go on across international 
boundaries if you did not have the trade 
barriers. 
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Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): There are not very many small fruit 
wholesalers left in the Province of British 
Columbia. It is now in the hands of about two 
firms. 


The Chairman: Mr. More do you have fur- 
ther questions? Mr. Lind? 


Mr. Lind: On this question of subsidies. I 
would like to ask Dr. English a question. Dr. 
Deutsch, in his statement a little while ago 
claimed that the government had no right to 
be subsidizing manufactured milk in Canada. 
We subsidized some 99,500,000 hundred- 
weight of manufactured milk at the rate of 
$1.21 per hundred pounds. What are your 
views on this subsidy? 


Dr. English: Again may I say that on our 
economic policy committee we have someone 
who would be far more expert on this ques- 
tion than I, David McFarlane, whom I could 
call upon to deal with your question with the 
seriousness and depth that it should be. I 
think the question that we would ask as a 
consumers’ association is, why is there a need 
for the subsidy in milk? Is there a concern 
about. international competition, or is it a 
question of the problems of choice of use of 
dairy products? 


I know one of the views that has been 
expressed by agricultural economists in this 
area, is that the Canadian industry does have 
a comparative advantage in the production of 
cheese, and it has not, to date, put the 
emphasis upon that line of activity which its 
comparative advantage would warrant. 


Of course the reason that it has not been 
able to, is partly because you cannot export 
the cheese. There is an American quota on 
this. This, of course, introduces the possibility 
that one might bargain that quota down and 
get access to that market for something we 
can do well in exchange for abandoning some 
of the activities or uses of dairy products by 
the Canadian industry which we are not able 
to perform as efficiently. 

Even within an industry like that, you can 
identify activities in which we have a com- 
parative advantage by the assessment of the 
people working on it, and yet we do not 
exploit that because we are unwilling to 
negotiate the trade policy changes that might 
help us to benefit. 


Mr. Lind: Dr. English, concerning the prod- 
uct that you mentioned, we subsidize the 
milk that goes into the making of cheese, and 
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we all subsidize the cheese on export to enter 
the foreign market, or the United States and 
probably the British market at the present 
time. 


Dr. English: The judgment I am referring 
to is one that we would not need to do if we 
were able to specialize in that area. That is 
not my judgment, I am quoting someone else 
in that respect. 
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[Translation | 


Mr. Chairman: Mr. Clermont, a supplemen- 
tary question? 


Mr. Clermont: Again concerning dairy 
products, let us take, for example, butter. I 
believe... 


Mr. Chairman: Do you have the transla- 
tion? Are you able to follow? 


Mr. Clermont: Thank you, Mr. Chairman. I 
believe that last week, Mr. Barry, Chairman 
of the Canadian Dairy Commission, in an 
address to the representatives of the Agricul- 
tural Industry in the Prairie provinces, told 
them that Canada could import butter for less 
than 30 cents a pound. And, as you all know, 
the Canadian Dairy Commission guarantees 
the dairy producers of Canada a price of 63 
cents a pound. In this case, could your re- 
marks concerning cheese be applied? 


[English] 


Dr. English: Well the view that I have 
heard expressed by people who I would re- 
gard as experts on the economics of this in- 
dustry, is that we are not competitive in 
butter but that we are in cheddar cheese. 
There is the question of how the industry 
organizes its production. Of course, within 
the present set of protective circumstances 
affecting both Canadian and foreign protec- 
tion, we do not specialize. This is the judg- 
ment about the potential for that industry if 
a judgment were possible and if the trade 
policies were changed. 


Mr. Lind: I have one further question on the 
butter issue. The butter sells for over 90 cents 
in the United States, whereas here in Canada 
it is selling in the sixties. What would happen 
if we made it a free entry each way? Would 
our butter go up to 90 cents the same as 
theirs, or would it meet some place in 
between. 


Dr. English: You are making an assump- 
tion, of course, about one change where quite 
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a number of changes might be involved in 
that process. For example, I think, looking at 
agricultural protection in the next few years, 
I think it should be said that the American 
government and American opinion is swing- 
ing away from the degree of protectionism in 
agriculture that they have practised over the 
last twenty or thirty years. It will not happen 
overnight. But there is a swing away from 
this, because it has been discovered that a lot 
of American agriculture could, under much 
less public intervention, do quite well. The 
circumstances in the next few years regard- 
ing agricultural policies may alter significant- 
ly in the direction of less public intervention. 

Under those circumstances, I do not know 
what will happen to the price of butter and I 
think you have every right to get an answer 
to that question, but I would not want to 
venture one on the basis of no expertise in 
that area at all. The only things I purported 
on were judgments of people who have some 
expertise in this area. They would probably 
think it unlikely that we would become a 
major supplier of butter to the United States 
market, I am sure. 


Mr. Lind: Not so much on that angle, Mr. 
Chairman, but we were advised by our 
Canadian government economists that the 
farmers of our area need this subsidy or this 
protection in order to produce economically. 
Do we let this facet of our industry drop or 
do we continue to subsidize? Dr. Deutsch said 
that he thought we were doing wrong. As an 
economist what is your opinion of this? I 
thought maybe all you economists were 
together in your opinions. 


The Chairman: No more than the politi- 
cians; even less. 


Dr. English: I think the economists who do 
empirical work on the question of dairy and 
agricultural industry economics probably will 
come fairly close together, and if we appear 
to be apart it is because people who are inex- 
pert like myself in this field, venture opinions 
when they should not. 


I do not propose to do that, but I will 
promise you this: we have done a study of 
the comparative advantages in Canadian 
agriculture in connection with the work of 
the private planning association by one of our 
leading agricultural economists at Guelph 
University. In fact we have two studies, one 
by him and one by Dr. MacFarlane and these 
will be available in the near future and I will 
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be happy to let you see them and we can go 
on on the basis of a much better empirical 
foundation than I can today. 


Mr. Lind: Does it not boil down, professor 
English, to this point: it depends from where 
you start and from what viewpoint you start 
whether we should pay subsidies or not. If we 
are looking at it from the agriculturists point 
of view we are looking at it one way; if we 
look at it from the consumer’s point of view 
we are looking at the other way. 


Dr. English: From the consumer’s point of 
view the lowest price of food that is possible 
on a continuing basis—now I think this is an 
important point. If you talk about getting a 
low price today and paying for it tomorrow, 
this of course is a point that the consumer 
can understand is not in his interest. But if 
the economy of the agricultural sector can be 
so arranged that a continuing flow of low 
priced food is made possible—the lowest 
price—then, of course, the consumers’ inter- 
est is clearly served. 


On the question of what other viewpoints 
one should follow, the Canadian agriculture 
is far less subsidized than that of most other 
countries in the world. I think this is some- 
thing I want to be explicit about. 


The Chairman: Eugene Whelan says that all 
the time. 


Mr. More (Regina City): It is not true. Dr. 
English, that in the EEC their agricultural 
tariffs are based on protection of the French 
agricultural industry, and that was one of the 
great stumbling blocks before they finally 
reached agreement? France insisted that this 
industry had to be strongly protected. 


Dr. English: Actually, the French agricultu- 
ral industry is one of the stronger ones in the 
community. What they wanted was protection 


| of the whole six so that they could become 


the suppliers of two or three of the others. 


Mr. More (Regina City): But is not their 
external tariff structure also based on keeping 
that? 


Dr. English: Oh, yes. They wanted enough 
protection on the outside so that French agri- 
culture would supply Germany, Italy and 
Britain, so they would not have to compete 
with the really more efficient producers of 
many agricultural products in North America. 


Mr. More (Regina City): Is this one of the 
problems for Canada keeping her industry 
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viable? Take milk, as I understand it we had 
an over production of just 2 per cent under 
policy, but it was disastrous for the industry 
and its effect on prices when we had a subsi- 
dization program and we got into this over 
production. I think I saw figures that showed 
it was only 2 per cent, and yet it ruined 
producers. 


Dr. English: I think, though, that one must 
make quite a sharp distinction between the 
product which we can and should be export- 
ing in agriculture. In those products we have 
a very legitimate complaint in wheat and 
rapeseed and these things. We have a very 
legitimate complaint against all the agricultu- 
ral protectionism of other countries. 


The Chairman: Do we not have our own 
agricultural protectionism when it comes to 
wheat in Canada? We were told yesterday... 


Dr. English: It is very modest in compari- 
son with what is practised in other major 
countries. I think that is the only fair answer 
to that. Indeed, if we did not have perhaps a 
modicum of intervention in the wheat market 
we do have a comparative advantage and 
we would be depressing it merely because 
we were accepting, or forced to accept, pro- 
tectionism of other countries. 


So I think you can perhaps justify a sudden 
intervention on behalf of the wheat industry 
so long as it is not very much. In the case of 
industries where we do not have a compara- 
tive advantage it is difficult to justify it at all 
except in so far as you may hope that by 
negotiations—let us say with respect to dairy 
products—one might achieve the benefits of a 
comparative advantage as we have in one 
part of that industry before we give up the 
protection which exists on the other sector of 
the industry or on the other products of the 
industry. 


e 1650 

Mr. More (Regina City): Well is it not 
important to the consumer to have a contin- 
uing supply of fresh milk? Would you not 
say so? Can you guarantee this without the 
aid that is going to the industry? 


Dr. English: The continuity of supply of 
any product is not necessarily reduced by 
having to depend upon imports. I think you 
have to be much more specific in this argu- 
ment. You can get very good and continuous 
supplies of transistor radios from Japan. The 
continuity of supply may on occasion be 
affected by the fact that something is impor- 
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ted, but there are just as many reasons why 
on occasion the flow of supply from domestic 
producers may be cut off. You may have a 
major strike in the domestic concern which 
will cut off supplies from the domestic produ- 
cer, and yet foreign supplies may be availa- 
ble. Continuity of supplies really does not 
relate... 


Mr. More (Regina City): You are getting 
into the area of manufactured goods rather 
than food goods. It seems to me it is a differ- 
ent problem; for instance, the effects on the 
dairy industry. As I say, it is my conclusion 
that the consumer wants a continuing supply 
of, say, fresh milk, and you cannot guarantee 
that without your own industry, as I under- 
stand it, and the industry cannot operate 
profitably at present consumer prices without 
government intervention. 


Dr. English: Again I would raise the ques- 
tion about fresh milk; it is for the most part a 
regional or local industry, and therefore I do 
not think international trade in fresh milk is 
very important. I do not think it is really 
relevant to our case because you do not ship 
much fresh milk across’ international 
boundaries. 


Mr. More (Regina City): This is the point I 
was making. It is part of the dairy industry, a 
major part of the supply; then you have the 
by-products, cheese and so on, that come 
from the same industry, and you keep one 
and it affects the viability of the other 
products. 


Dr. English: The question I would raise 
though is, can not the dairy industry depend 
primarily upon fresh milk and cheese? That 
is the question. 


Mr. More (Regina City): It comes out of the 
answer. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Dr. English, I wonder whether your 
Association has done any research into the 
proportion of the consumer dollar that is 
spent on food today and, say, 15 or 20 years 
ago? Has there been any shift? I have heard 
it suggested that the proportion spent on food 


has been declining in relation to other 
purchases. 
Dr. English: This would be expected 


because a rise in the standard of living tends 
to produce this effect. We think of more non- 
food ways of spending our income. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I wonder whether there is not a case 
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to be made for the consumer being prepared 
to pay a larger part of his income for food 
than he has been doing in recent years, 
because most consumers seem to be prepared 
to pay exorbitant prices for television sets 
and so on, but they scream like mad—I was 
going to say like hell—when the price of milk 
goes up or the price of bread goes up. 


I wonder, in approaching it from the point 
of view purely of getting low food prices, 
whether it is economically sound to take that 
position rather than take the whole gamut of 
purchases and what proportion should be 
devoted to food production, and to what 
extent the economy and society as a whole 
should make sure that those who are produc- 
ing the food are recompensed adequately for 
their services? 


Dr. English: This is a question, of course, 
very far beyond trade policy as I am sure you 
appreciate, because I think we would be 
making a misleading statement to imply that 
trade policy has that major effect on the price 
of food. Therefore, you are suggesting that in 
the domestic economy we should see to it that 
the price of food should be raised relative to 
other prices in order to... 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Or other prices go down relative to 
food. 


Dr. English: Well, you see the consumers’ 
position is that all prices should be as low as 
competition can make them, and efficiency 
through competition can achieve. I do not see 
why we need to bargain between the two 
sectors here. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Except that one is essential to human 
life and the others are not and the mainte- 
nance of the industry that produces food is 
absolutely essential, whereas we could get 
along all right if we were not producing any 
television sets or transistor radios for awhile. 
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Mr. More (Regina City): We could go back 
to a primitive society. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): No, not necessarily back to the primi- 
tive society; but make sure there is enough 
food to eat. 


Dr. English: The economic motive to pro- 
duce either food or any other commodity 
cheaply is present in our kind of economy 
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and I would not think it would be necessary 
to manipulate the price of food to get an 
adequate food supply. 


I have just come back from India and 
interestingly enough the same argument was 
being applied there but, of course, for a much 
different reason. The price of food has been 
held down for the sake of problems of fam- 


| ine, and the effect has been to reduce the 


supply. The Indian economists are arguing 
that it ought to be raised to more market-ori- 
ented levels in order to induce a larger sup- 
ply of food. Now, if you could say that 
increasing the price induces a larger supply 
and you can dispose of the supply, as they 
certainly can in India, then of course that is 
another part of the argument. If, we want to 
raise our supplies in order to provide more 
for some other country and we think this is 
the best way of providing aid, which I think I 
could question, but if we do think that, then 
that is one kind of argument. But, to say that 
we need a larger supply of food for Canadi- 
ans is something which the Canadian consum- 
er himself might question because I think he 
looks pretty well fed. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Mr. More was pointing out that you do 
need a continuing supply that is pretty well 
within our own control. 


The Chairman: Well, before I recognize Mr. 
Clermont, if you have finished your ques- 
tions, I think I should deal with a procedural 
matter. 


You may recall that when the Canadian 
Manufacturers’ Association submitted their 
brief, they said that they were not, as I re- 
eall their letter of transmittal specifically 
requesting the right to appear in support of 
their brief but they would be happy to do so 
if we thought it would be helpful. Now, we 
agreed that we would distribute the brief a 
little earlier than we might otherwise have 
done so that I could hear from the Committee 
whether we should ask them to be present. 
They suggested February 15; I expressed the 
view that that was really too late in view of 
the obligation to give the House an opportuni- 
ty to deal with this before possible proroga- 
tion and I had suggested a date no later than 
February 5. Perhaps before we continue our 
discussion—a very interesting discussion—in 
view of the fact that some members might 
have to go on to other commitments I wonder 
if I could have an expression of views at this 
time. 
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The CMA brief is quite complete. Certainly 
we do not want to inhibit or prevent this 
group from giving us the benefit of their fur- 
their views, but I just thought I would ask 
for an expression of opinion at this time. 


Mr. More (Regina City): Mr. Chairman, 
have they indicated that they could appear by 
February 5 if we requested? 


The Chairman: I am informed by the Clerk 
that it is her impression they could appear. In 
fact I see a representative of the Association 
in the audience, and he is shaking his head 
affirmatively. 


Mr. D. H. Jupp (Honourable Representative 
of the Canadian Manufacturers’ Association): 
I think that February 5th is perfectly all 
right. 


The Chairman: Well, I think I should 
inform the Committee that the Cerk has 
resolved the problem of accommodation. We 
will be meeting in the Railway Committee 
Room so that certainly if we want to hear 
from the Association we can and I personally 
feel it could be helpful... . 


Mr. More (Regina City): I was going to 
suggest that it would be better to have them 
available just in case if it is convenient for 
them rather than to take the brief and then 
find we want them and have to ask them to 
make arrangements. 


The Chairman: That is right. I assume we 
are in agreement then and we will invite 
them to appear on the 5th of February. Par- 
don me Doctor English for getting this matter 
out of the way. 
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[Translation] 


Now, I would ask Mr. Clermont to take the 
floor. 


Mr. Clermont: Dr. English, in your com- 
ments you mentioned that according to some 
information you have, it was believed that in 
the United States, at least we were under the 
impression that the government had a tenden- 
cy to intervene less in the agricultural field. 
Does this tendency seem to appear also in 
Canada, according to that same information 
you have? 


[English] 
Dr. English: I am not sure whether you 


may have understood the first remark that I 
made about this. The assessment of senior 


470 


analysts of agricultural policy trends in the 
United States is that the American Govern- 
ment is moving away from agricultural pro- 
tectionism. I do not mean they are going to 
abandon it wholesale tomorrow. I am sure 
everybody recognizes that; but, there is a 
tendency for them to move away from the 
degree of protection in agriculture that has 
been practised over the last 30 years and the 
change of view is the result of the realiza- 
tion that... I think two or three things are 
involved; but the main thing is that they dis- 
covered that the major section of their agri- 
culture can be as efficient as that in other 
parts of the world and that they are pouring 
too much into it and they have only sub- 
sidized a lot of people that did not need it 
along with those who may have, but who 
might well be moved into another kind of 
activity. 

Now, the fact is the United States also has 
endeavoured in recent years to work against 
protectionism in other country’s agriculture 
and has always had difficulty in making much 
of a case because they could always be told 
that they were doing the same sort of thing at 
home. I think they are beginning to wonder 
whether they are not losing more abroad than 
they are gaining at home too. These two fac- 
tors are pushing the American government in 
the direction of a movement away from 
agricultural protectionism. 
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Now, I would say this, as I said before, I 
think the level of Canadian agricultural pro- 
tectionism is taking the whole Canadian pic- 
ture much lower to start with. So, we cannot 
help but gain by an American move in this 
direction. 

We may be called upon to re-think our own 
policy in respect of certain industries where 
we might get some advantage out of a deal 
with the United States. 

Very able people have said, in fact Profes- 
sor Ralph Campbell of Toronto has suggested 
for one thing that we might look at the best 
possibility of a free-trade arrangement in 
livestock and livestock products; the whole 
range with the United States. He knows this 
sector much better than I do and I think you 
should pursue him on the defence of it. But 
this is the kind of point that is made. 


[Translation] 

Mr. Clermont: As to dairy products, Dr. 
English, representatives of this sector main- 
tain that if a certain control was not exer- 
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cised, let us say on the price of butter, the 
price of this product would then be much 
higher than it is today. According to the same 
people instead of calling this subsidy: ‘“sub- 
sidy to the producer,” it should be called: “a 
subsidy to the consumer.” What do you think 
of this? 


[English] 

Dr. English: It is a sector in which marga- 
rine has demonstrated its capacity to serve as 
an acceptable substitute. I find it very diffi- 
cult to specify a subsidy in either direction, 
in butter. But this is a compelling factor, is it 
not? I mean if you try to subsidize the price; 
you raise the price by whatever you do, then 
you are going to get the competition of mar- 
garine. If you reduce the price in order to 
meet that competition and subsidize the con- 
sumer, then you are encouraging an industry 
or a sector even of the dairy products indus- 
try, that may be its weakest sector. Either 
way it just does not seem to me to make 
sense either from the point of view of the 
consumer, which in this case is very clear, or 
from the point of view of the economist who 
is trying to balance the benefits to the econo- 
my as a whole. I do not think it has been 
demonstrated that there is any _ essential 
requirement for the butter production in a 
big way in Canada. There are opportunities 
for that industry to specialize in other direc- 
tions. Now, of course further study may pro- 
duce different results but all the analyses I 
have seen have argued in that direction; that 
we have a comparative advantage in cheese 
and we can of course produce fluid milk 
because fluid milk is a local market product. 


Now, if you combined those two and other 
local market products like ice cream and this 
sort of thing you have a lot of activity for an 
industry, without heavy subsidies which tend 
to divert that industry’s products into two or 
three lines of activity in which it is not as 
competitive. This does need careful examina- 
tion. I think it is an examination that only in 
respect of the cheese question and the butter 
question would have anything to do with 
international trade. We should not over- 
emphasize it in the context of the discussion 
of trade, I feel, but it does, of course, relate 
to trading questions in that area. 

The New Zealanders who are one of our 
trading partners, are very efficient but are 
producers, for reasons that relate to the 
nature of their agricultural economy. They 
are in a much tougher position than we are, 
because the world is protecting agriculture 
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and butter everywhere and they are having 
great difficulty in fitting into that kind of 
world. 


[Translation] 


Mr. Clermont: You speak of production in 
New Zealand. Do you not think that the 
climate of New Zealand helps them to keep 
their cost of production lower than that of 
Canada’s? 


[English] 
Dr. English: Certainly. 


The Chairman: Are there further questions 
at this time? 

Perhaps I might ask Dr. English one or 
two. 


It seems to be implicit in your statement, 
Doctor English that you would approve of the 
new consumer affairs department’s being 
represented on any indepartmental commit- 
tees that would be formulating policy on 
future tariff negotiations? 


Dr. English: Very heartily; I think it is 
very important. We recognized at an early 
stage that not all the interest of the consumer 
could be put into that department. It was 
quite clear that the tariff had to remain the 
responsibility of the Department of Finance 
because of its very nature. Therefore, the 
way to handle our interest in that matter is 
through an interdepartmental committee. 


The Chairman: It seems to me Doctor, on 
review—although I must say you softened 
this impression somewhat in your comments 
—that the brief makes too great a distinction 
between the producer and the consumer as 
though somehow or other they are two sepa- 
rate groups. Is your Association paying 
enough attention to something very basic for 
consumers, which is that unless they are able 
to exercise effective demand their position 
really does not mean too much. If, through 
lack of proper phasing of tariff changes, or 
proper adjustment systems, or the lack of 
proper attention to the actual facts of exist- 
ence of an industry, steps are taken which, in 
effect, destroy the purchasing power of large 
numbers of people connected with this indus- 
try, then as consumers they are hurt. 


Dr. English: I have no disagreement with 
that at all. However, the point I made at the 
beginning was that we are moving into a 
phase of Canadian economic development 
where, by the record, looking at the trade 
statistics and at what has been happening, the 
manufacturing sector is contributing a larger 
and larger share of Canadian exports. It can 
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do even more, the more opportunities it gets. 
My main point is that we no longer need to 
consider that a fundamental conflict exists 
between consumer and industry; or, for that 
matter, between primary and_ secondary 
industry. Very often their views on trade 
policy have differed in the past, but within 
most of our major industries there are strong, 
internationally competitive sectors. What hap- 
pened in the steel industry in the late 50’s 
was one of the most important symbols of the 
change in Canadian competitive potential. We 
still have some distance to go, but we, as 
consumers, are very much in favour of 
appropriate adjustments, assistance arrange- 
ments, and an appropriate time period during 
which this adjustment can take place. 

I would add, that unless we have a clear 
goal in the area of commercial policy the 
problem of adjustment to what becomes a 
rather bewildering one. This has been the 
problem up to date. We have not had a very 
clear goal in where we are going in the trade 
policy area. 


Mr. More (Regina City): Is the goal not 
towards freer world trade? Is that not clear? 


Dr. English: Sometimes something more is 
required. Here I think I am reflecting views 
that industry itself would confirm. Sometimes 
industry uses colourful phraseology in this 
connection. 
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Mr. More (Regina City): I would like to get 
some view on this statement. 


Dr. English: My illustration is this. A major 
manufacturing concern has commented that it 
does not like our kind of tariff reduction 
because it is like the strip-tease method: a 
little bit at a time. It leaves them with a good 
deal of uncertainty. The same industries that 
object to the “‘little bit at a time” approach 
have said that they could live with free trade, 
and a period to adjust to it, because under 
those circumstances they would know that 
they were on equal terms in the United States. 
market; and that if they had time to adjust 
they could meet that challenge. This is the 
kind of comment you hear. The difficulty with 
the “little bit at a time” approach is that it 
leaves you with a barrier to overcome and 
discourages even the making of the invest- 
ment decisions that will result in adjustment. 


The Chairman: But you know when each of 
the seven veils is being removed. It happens 
over a certain fixed period. It does not 
depend on the whim of the dancer. 
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Dr. English: That is a good question. 


Mr. Macdonald (Rosedale): I would suggest, 
Mr. Chairman, that the analogy fails because 
it is the element of uncertainty that makes 
the whole process so exciting. 


I am merely posing that. I am not purport- 
ing to be an expert on the psychology of 
strip-tease. 


Mr. More (Regina City): Mr. Chairman, one 
of the industries affected has already indicat- 
ed that it objects to having two veils taken 
off at the initial stage. 


Dr. English: Perhaps what they are object- 
ing to is the choice... 


The Chairman: I guess the analogy can 
only go so far. 


If I may continue, just briefly, it seems to 
me, then, in a sense, that one could turn one 
of. the contentions in the brief right around. 
That is the one which states that because it 
appeared that the tariff changes did not apply 
on finished goods as severely as some might 
have hoped then to that extent the consumer 
interest was not given the attention it might 
have received. It seems to me one can turn 
this around and say that to the extent that 
the tariff changes agreed to by Canada actual- 
ly maintain this degree of protection, then at 
least in the short run our tariff negotiators 
were protecting the interests of the producers 
involved as consumers, because over that 
short run period they are maintaining their 
purchasing power. 


Dr.. English: Of course, whether you main- 
tain purchasing power is really... 


The Chairman: I mean they are working 
and they are being paid; they can buy some- 
thing with the proceeds. 


Dr. English: Yes; but there are many ways 
of maintaining purchasing power. You can 
maintain purchasing power, either by main- 
tain.ng industry that is operating efficiently 
or by helping industry to adapt so that it can 
earn a great deal more by export and by 
operating more efficiently. You can get good 
purchasing power out of a different mix of 
industry. 


The assumption should certainly not be 
made at this stage in our economic develop- 
ment that the only way to maintain Canadian 
employment is through tariff protection. One 
is an aggregate of assertion and the other is a 
question of how you go about it and what you 
do. 
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The Chairman: I am not asserting that. I 
am merely suggesting that it is equally danger- 
ous to contemplate, at this stage, a more 
widely sweeping reduction as being beneficial 
to the consumer. 


Dr. English: You might argue that it would 
be more beneficial to industry than going only 
part way. I do not think we have gone far 
enough for the experience of the Kennedy 
Round to cause a great deal of disrupt.on at 
all, especially when you consider that the 
reductions are going to take place over several 
years. 


The Chairman: This is the evidence we 
have heard from the official side so far. 


This leads me to the next point I wish to 
ask you about. A problem I see, not only in 
the brief but in many comments made by 
academic economists generally—and to some 
extent I exclude you because you have been 
more reticent in express.ng yourself, at least 
at this gathering—is that there is a shying 
away from dealing with specifics. We deal 
with specifics. We stand at factory gates and 
see thousands walk in to work. We see them 
come out and go with their families to shop. 
Before we act on some of these broad gener- 
alizations made by academic economists I 
think we have an obligation to these millions 
of specifics on exactly what is going to hap- 
pen to them while they are still with us. 
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* Dr. English: Of course, the problem of 
unemployment which is the one that you 
referred to... 


The Chairman: Not only unemployment; 
there is under-employment, or partial 
employment. 


Dr. English: You can also be partially 
employed by not doing the kind of job which 
will earn you the highest income. This is the 
point I am really making. It is unemployment 
as such. Stark unemployment is clearly a 
more serious social problem than getting 
along with a lower income than you might 
possibly enjoy. I am sure that no person with 
a social conscience, in the economics profes- 
sion, or outside it, would not recognize unem- 
ployment, except that kind which usually is 
called frictional unemployment, which has 
always existed, involving 2 or 3 per cent ina 
dynamic economy, which cannot really be 
avoided and which you allow for with unem- 
ployment insurance. But apart from that 
small margin, the general unemployment 
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problem which arose in this country in the 
late 50’s and early 60’s is a problem which 
economists—at least most of them I know 
—will always put as a top priority problem. 
We criticized the government at that time 
because we did not think enough was being 
done about that. 


You see, the distinction we would normally 
make between that problem and the problem 
of appropriate use of commercial policy is 
that it is not necessary to create unemploy- 
ment to improve the efficiency of the econo- 
my if you combine commercial policy with 
the right kind of adjustment policy. You 
should not postpone taking action to improve 
the efficiency of the economy just because you 
cannot provide the right kind of transitional 
policy. I think we tend to shy away some- 
times from moves in commercial policy area, 
because we are afraid we cannot sustain 
employment. It seems to me it is unnecessary 
to take that pessimistic view of public policy. 


Mr. More (Regina City): Mr. English, is 
there any cleavage between the Consumers 
Association and the industrial worker? What 
I am getting at is, does the industrial worker 
support membership in the Consumers Asso- 
ciation? Does the Association have any 
figures to indicate that workers in the indus- 
trial sector are by and large supporters of the 
Association and its objectives? 


Dr. English: I will give you one statistic 
that I do know about the American Consum- 
ers Union because it was told to me last year. 
The average income of membership in the 
American Consumers Union is something like 
$13,000. 


Mr. More (Regina That does not 


answer my question. 


City): 


Dr. English: I think it answers it to this 
extent. The tendency in any formal organiza- 
tion is for it to appeal primarily to profes- 
sional people and this is too bad. We have 
made efforts to bring in more labour mem- 
bership and, in fact, we are trying certain 
new techniques right now. There is a good 
deal of harmony in our views. 


Mr. More (Regina City): There have been 
occasions when the wife of a man who earns 
$50,000 is the leading light in a consumers 
association. She wants lower prices for every- 
thing, but her husband’s income. 


Dr. English: He may deserve $50,000, you 
know. 
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Mr. More (Regina City): I do not want to 
get into that side of the argument. 


The Chairman: I think it is true that cer- 
tainly organized labour is becoming more and 
more interested in consumer protection and 
things in that area. I know in my own city of 
Windsor we have quite an active branch of 
your association. If I may make a declaration 
of interest at this time. I think I am a mem- 
ber of your association myself. 


Mr. More (Regina City): So am I. 
The Chairman: I think a number of us are. 


Mr. More (Regina City): But I wondered if 
industrial workers and their families, gener- 
ally, were members of the Consumers 
Association? 


Miss Frances Janzen (Executive Secretary, 
Consumers’ Association of Canada): I would 
like to say that while we may not have the 
membership we would want of these people 
our groups do hold consumer clinics and so 
on. Very often this type of person will attend 
and in this way we give them consumer 
information, even though they do not support 
us. 


Mr. More (Regina City): They do not have 
active membership. 


The Chairman: Mr. Macdonald is next, fol- 
lowed by Mr. Lind. 


Mr. Macdonald (Rosedale): Going back to 
the question of trade strategy again, could I 
ask Dr. English what he would say to a 
unilateral reduction of tariffs on producer 
items by Canada? 


Dr. English: Producer items? 


Mr. Macdonald (Rosedale): Yes, items going 
into production. 
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Dr. English: Personally, I would favour 
attempting, first, to use these items in our 
tariff as a basis for negotiating United States 
and other countries tariffs down on the same 
items, because I know from personal experi- 
ence in the machinery industry people who 
would like to be able to produce—these are 
foreign controlled firms that have plants in 
both countries—some items in Canada and 
ship them to the States and do the reverse 
with other items. As long as you have that 
kind of rationalization opportunity—which is 
comparable in some respects to what has hap- 
pened in automobiles—you should try to get 
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the tariffs down both ways. I think the unilat- 
eral reduction is only worth thinking about if 
we discover that it is going to be a deterrent 
even before we can get other people to reduce 
their tariffs and I do not think that has been 
demonstrated yet. 


Mr. More (Regina City): This raises a sup- 
plementary in my mind. Dr. English, as I 
understand it, the authority that was given 
and negotiated in the United States was to 
eliminate some tariffs that were at the 5 per 
cent level that could be eliminated completely 
and a miximum of 50 per cent in reductions 
in other fields. That was the limit placed on 
them. In the review that we have had it has 
been indicated that by and large Canada in 
negotiation and the other countries, too, that 
the American tariff reductions were largely 
within the authority and that they were at 
the maximum. In your mind, do you feel that 
this is too slow? Do I gather from your 
remarks that you think the nations 
involved could have gone further at this 
time? 


Dr. English: Legally, of course, the United 
States was bound by the Trade Expansion 
Act. 


Mr. More (Regina City): There was no room 
to negotiate beyond that by other countries? 


Dr. English: Because the United States 
could not go further, the other countries for 
negotiating reasons would not go further. But, 
of course, one or two things have to be borne 
in mind and this is relevant to the future, too. 


When the United States brought in the 
Trade Expansion Act, there was an authority 
in it which we call the dominant supplier 
authority for reductions to zero on sectors of 
manufactured goods—indeed, I guess, it was 
not restricted to manufactured goods either, 
but that is where its impact was felt most 
clearly—that under this provision, for those 
categories of trade on which the United States 
and the EEC accounted for 80 per cent of 
world trade, the tariffs could be reduced to 
zero. During the time when that bill was 
being discussed and even at the last minute, 
this was expanded—the concept was expand- 
ed—in such a way that it could have been 
much more important. We, in Canada, failed 
to press the United States to maintain that 
expansion and, I think, that was one occasion 
when we might have had a very considerable 
influence on United States policy. I am not 
the only one who feels that way. We missed 
an opportunity to give the United States and 
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the President more authority with respect to 
tariff reductions and for that reason we were 
bound in by the 50 per cent, too. This was a 
mistake in Canadian policy in 1962. I think 
we should be on our toes to watch for oppor- 
tunities in the future and, perhaps, to make a 
few by making, at appropriate moments, sig- 
nificant policy suggestions. 


This does, I am sure, go beyond your terms 
of reference. 


Mr. More (Regina City): It is an interesting 
observation and one that I had not heard 
before. 


Dr. English: We are publishing the first 
three of our series on Canada and the Atlan- 
tic community which is the result of the Pri- 
vate Planning Association’s work. In two 
weeks time we are having a press conference 
here in Ottawa and I would be glad to pro- 
vide you with some of the material that 
comes out of that. — 


Mr. Macdonald (Rosedale): Is there any 
cohesion between your efforts and that of the 
staff associates in Britain, Leonard Burton 
and Prof. Harry Johnson and the rest of 
them? Is this just coincidence? 


Dr. English: Well, I am not speaking now 
for the Consumers’ Association. 


Mr. Macdonald (Rosedale): But I was inter- 
ested in your comment. Is this just coinci- 
dence you are doing it? 


Dr. English: Our efforts began, first, and 
we stimulated them to take an interest in it. 


The Chairman: 
stimulation? 


Does Harry need 


Dr. English: On this particular subject, he 
got it from us, whether he needed it or not. 


The Chairman: Mr. Lind. 


Mr. Lind: Dr. English, I am interested in 
going back to this agriculture production. 
Wouid you, as an economist, advocate that we 
control our farm production and dairy prod- 
ucts so that the farm economy can have 
wage parity with industry, such as_ the 
automobile industry. 
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esting question but, perhaps, we are straying 
a bit from our order of reference with respect 
to international commercial policy. Perhaps 
you mean the _ international automobile 
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Mr. Lind: I know this hits home to you, but 
I would like to hear Professor English’s 
views on this. 


The Chairman: I just helped you relate 
your question to our order of reference. 


Dr. English: Can I just make one comment 
on this? Historically in Canada the industries 
that have paid the highest wages have char- 
acteristically been the export industry and 
all I am saying is those industries could pay 
high wages because they were fully rational- 
ized and efficient. It seems to me it is the 
wrong way to go about it to have wage parity 
before you have achieved productivity. I will 
not hesitate to say that, but then I think that 
most economists would say that right away. 
The difficulty is, of course, that very often 
wage parity pressures come before the pro- 
ductivity is being realized well for various 
reasons. In the case of the automobile indus- 
try it was partly because of the government 
assistance to that industry which put money 
there that they were able to go after and you 
cannot blame them for trying to get it. I think 
it is a problem of adjustment. We do have to 
be very careful about any artificial element in 
the adjustment process because it may pro- 
duce a tendency to wage parity before pro- 
ductivity parity. 


Mr. Lind: You do not think that we should 
put any controls on to control productivity in 
an agricultural sector so that we can get a 
higher price for these products. 


Dr. English: I am not sure what kind of 
controls you mean. Any policy which encour- 
ages the improvement of productivity on a 
durable basis is a policy I would take an 
interest in, but if it requires continuing sub- 
sidy, then I would raise questions about it. 


Mr. Lind: Why do universities put controls 
on the amount of graduation they do in such 
professions as your own economists? 


The Chairman: Do they do that? 


Mr. Lind: So that the 
demand a higher wage. 


economists can 


Dr. English: The only controls that are 
exercised over our outputs in economics are 
the results of constraints in our budget 
imposed by the provincial government. 


The Chairman: With reference to the 
automobile industry, it is a fact that the pari- 
ty provisions are being staged in over three 
years. 
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Mr. More (Regina City): They have not 
been accepted in all portions. 


The Chairman: No, and there is still some 
discussion going on... 


Dr. English: They have been accepted by 
all but the one major employer. The pressures 
did, however, develop quite strongly and the 
danger is that these are related not only to 
the increase in productivity, but to the con- 
tinuation of protection on the consumer prod- 
uct. This is the difficulty that was raised by 
that... 


The Chairman: It was my understanding 
that the preamble to the contracts that have 
been successfully concluded stated clearly 
that it was understood that the move to pari- 
ty would be based on productivity gains. 


Dr. English: That is good. 


The Chairman: And, furthermore, perhaps 
this may help stimulate management. This 
has often been the case. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): The actual paying or the danger of 
having to pay higher wages may stimulate 
management to improve its... 


Dr. English: Yes, it does, but I think man- 
agement must have an opportunity to 
improve productivity. My point is that if you 
produce an increase in wages in a protected 
industry where the opportunity for the man- 
agement to adjust is not available, then man- 
agement is really under an unwarranted 
squeeze. 


The Chairman: One cannot get too far 
ahead of the other, I suppose. 


Dr. English: That is right. 


The Chairman: Do you have further ques- 
tions or comments at this time? 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I wonder if I could just ask Dr. Eng- 
lish a question. He mentioned earlier that he 
supported the idea of free trade. I agree with 
this. I was wondering if, in his mind when he 
said that, he had consciously or subconscious- 
ly the idea that that free trade would be 
largely with the United States? Would you 
agree to free trade with the United States if it 
was not free trade with the rest of the world? 


The Chairman: Possibly in fairness to Dr. 
English I had better ask him whether he 
wants to answer on behalf of the Association 
or in his own personal capacity. 


476 


e 1730 

Dr. English: There is no particular policy 
preference in the Association as regards how 
you move toward trade liberalization. For 
myself, I think that any international policy 
has to be taken with a view to both the 
economic and political implications of it. I 
think there are important challenges facing us 
in the international trade policy these days 
that go beyond this North American conti- 
nent. The most important of these is the chal- 
lenge that we are faced with by the develop- 
ing countries. They are tired of receiving aid 
without the opportunity to benefit from the 
exports they can produce with their newly 
developing industries. I think, probably, the 
major opportunity that may exist within the 
next few years for us is to become a real 
member of the Western Hemisphere because 
those are the countries that are going to be 
putting the United States on the spot within 
the next two or three years as a result of 
Punta Del Este, if anything happens and that 
is a big “if’. Nothing may happen at all. 


Mr. Macdonald (Rosedale): It seems a long 
time since President Johnson made that 
statement. 


Dr. English: That is right but the Latin 
Americans will not let him forget, I do not 
think, because they have a lot of stake in this. 
If we are not in on that in the early stages we 
may be sorry in 20 years time and that is the 
context in which I think we may have one of 
our most important opportunities in the next 
few years. 


The Chairman: I was interested to note you 
quoted the Premier of British Columbia. I did 
not know that he had become such that he is 
used aS a source for academic economists, 
although it is a very interesting quotation. 


Dr. English: I can give you the source of 
anything you might like to mention. 


The Chairman: The quotation indicates a 
certain imbalance in production moving 
between his province and Ontario and Que- 
bec. Could it be what you might call both 
structural and price factors that help explain 
why the relatively small portion of the pro- 
duction of British Columbia moves into the 
markets in Ontario and Quebec? 


Dr. English: Yes, I think the things that 
British Columbia specializes in find markets 
outside the country. 
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The Chairman: So it is not really because 
the nasty old tariff is slanted to help Ontario 
and Quebec? 


Dr. English: No; the British Columbia 
economy is probably more fully rationalized 
now than the eastern economies are in this 
respect. It is producing the things it can do 
best. It does not have much of a protective 
sector. 


The Chairman: What I am driving at is the 
fact that in 1962 they sold only $130 million 
worth of products in Ontario and Quebec 
which is not necessarily due to some rigging 
of the tariff structures. 


Dr. English: No, the selling part is not but 
the other is—the buying part is. That is the 
point he is making really. They are having to 
buy from Ontario and Quebec whereas under 
liberal free trade including the United States 
—I do not mean only the United States, but 
including the United States—there would be 
much more north-south flow of manufactured 
goods. 


The Chairman: But he certainly would not 
support some move to remove those situations 
in the trade policy which facilitate the move- 
ment of his products to the United States so 
that more of it will flow to Ontario and 
Quebec. 


Dr. English: No, he wants to reduce the flow 
from Ontario and Quebec to British 
Columbia. 


[Translation] 

Mr. Clermont: A supplementary question, 
sir. We could perhaps reverse the situation 
for the East. If the East also had the right to 
purchase wheat from the United States, it 
would be cheaper than purchasing wheat or 
corn from the West. 


[English] 

The Chairman: I think Mr. Clermont made 
an interesting comment. He wondered if we 
could turn this around—I think I am summa- 
rizing his question—and whether Premier 
Bennett would agree that we, in the East, 
could buy wheat on world markets— 


Mr. Clermont: And corn. 


The Chairman: —and corn—free of the 
protective system built into the Canadian 
tariff and the Canadian Wheat Board Act. 


Mr. Macdonald (Rosedale): At one time 
they used to use the word “corn” in talking 
about... 
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The Chairman: The juxtaposition was per- 
haps coincidental but I think Mr. Clermont’s 
intervention is most interesting. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): These are not the products that 
Premier Bennett has in mind. We do not pro- 
duce corn or wheat in B.C. 


Dr. English: Most corn is produced in On- 
tario, 1 must agree. 
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Mr. Lind: Mr. Chairman, there could be a 
lot more products of the forest used in On- 
tario, maybe, than there are but the indus- 
tries in British Columbia did not take advan- 
tage of the exchange rate and a lower freight 
rate, maybe to the New York seaboard, for 
their forest products. 


The Chairman: That is an interesting com- 
ment and something you have some special 
knowledge of because of your own experience 
in the lumber business. 
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Dr. English: One of the oddities of North 
American trade is the effect of the strange 
shipping rate structure in that particular 
field. 


The Chairman: As we appear to have no 
further questions or commenis at this time, I 
am sure the Committee would like me to 
thank both Dr. English and Miss Jensen for a 
very stimulating presentation and a _ very 
informative exchange of views. 

We reconvene Tuesday morning at 11:00 
a.m. and we have a series of very interesting 
briefs to hear at that time. We are going to 
start with the Canadian Importers Association 
brief followed by the Machinery and Equip- 
ment Manufacturers’ Association after which 
a brief will be presented by Mr. Cooper and 
Mr. Richard of the law firm of Gowling, Mac- 
Tavish Osborne & Henderson. 


[Translation] 
I now declare this meeting adjourned. 
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APPENDIX I 


DEPARTMENT OF INDUSTRY 


Industrial Policy Adviser, 
Place de Ville, 

21st Floor, 112 Kent Street, 
Ottawa 4, Ontario. 


January 24, 1968. 


John Gilbert, M. P., 
House of Commons, 
Ottawa. 


Dear Mr. Gilbert, 


During the hearings of the Standing Com- 
mittee on Finance, Trade and Economic 
Affairs, on January 18th, at which I appeared 
as a witness, you asked whether a Canadian 
subsidiary of a U.S. company would be eligi- 
ble for assistance under the Adjustment As- 


sistance Provisions of the U.S. Trade Expan- 
sion Act of 1962 (Page 346, Minutes of 
Proceedings and Evidence, January 18th). 

In my reply, I indicated that I did not 
think a Canadian subsidiary would be eligible 
for assistance under the U.S. Program. I can 
now confirm that answer. Under the U.S. pro- 
gram, assistance would only be made avail- 
able within the United States and the Com- 
monwealth of Puerto Rico. 


Yours sincerely, 


Original Signed by 
H. WRIGHT 
H. Hume Wright. 


c.c. Mr. Herb Gray, M.P., 
Chairman, Standing Committee 
on Finance Trade and Economic 
Affairs. 
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APPENDIX K 


Statement by the Consumers’ 
Association of Canada for the 
Standing Committee on Finance, 
Trade and Economic Affairs on 
the proposed Customs Tariff 
Resolutions (Kennedy Round) 


We would like first of all to express our 
satisfaction with the successful completion of 
the Kennedy Round negotiations, and our 
appreciation for the efforts of the Canadian 
negotiators who worked toward this achieve- 
ment. We regard the Kennedy Round agree- 
ments as another and a major step in a con- 
tinuing process of liberalization of world 
trade, and thus as a source of benefit to con- 
sumers in all countries. 


We would like to raise three points in this 
statement. Given the magnitude of the task 
and the limited time available, we have not 
been able to provide a quantitative analysis 
of the effects of the Kennedy Round tariff 
proposals, but we hope that our qualitative 
remarks will be useful to the Committee. Our 
three points refer to: 


1. the desirability of stronger direct 
representation of consumers in future 
Canadian trade negotiations, 


2. the regional impact in Canada of 
relaxation of Canadian trade restrictions, 
and 


3. the importance of continuing efforts 
to reduce those impediments to interna- 
tional trade which will still remain after 


the Kennedy Round tariff cuts are 
completed. 
1. “...the mythology of tariff negotiation is 


very similar to that of seduction: in each case 
the benefit to be received is treated as a loss 
for purposes of negotiation; and in each case 
the consequence of this fiction is continual 
frustration and frequent non-consummation.” 
(H. G. Johnson, The Canadian Quandary, p. 
30.) 

The usual language of tariff negotiations is 


somewhat misleading. The talk is of ‘“ex- 
changing tariff concessions,” as if the reduc- 


tion of its own tariff were a price a country 
must pay in order to gain freer access to 
foreign markets. But in fact, of course, a 
country gains from both sides of the “ex- 
change.” The reduction in its own tariff 
encourages the more efficient use of a coun- 
try’s resources, by forcing them into efficient, 
competitive lines of production, while con- 
sumers enjoy the lower foreign prices of 
items which cannot be produced as cheaply at 
home. We recognize the problems and disloca- 
tions which are faced by the workers and 
management of an industry that depends on a 
tariff when that tariff is lowered. However, 
we would emphasize the widespread gain, to 
all consumers, from the improved efficiency 
and lower prices that a lowering of tariffs 
encourages. The once-for-all cost of reasona- 
ble adjustment assistance to the few who are 
hurt by a tariff cut must be viewed in rela- 
tion to the continuing gain to the whole con- 
suming public. 


We note that the largest proposed reduc- 
tions in the Canadian tariff are in items 
which are used in production—machinery, 
industrial materials, and other intermediate 
products. In general, the tariff reductions 
proposed for finished consumer goods are 
considerably more modest. We welcome lower 
tar.ffs on items used by Canadian producers, 
in the hope that lowered production costs will 
eventually lead to lower consumer prices. 
However, we wish to point out that “effective 
protection” of inefficient producers may be 
reduced rather little by the particular pattern 
of tariff reductions proposed. The following 
hypothetical example illustrates the idea: 


Suppose an industry produces a _ product 
which sells domestically for $250. Of this 
amount, say $100. is the duty-free cost of 
imported materials, $20. is the duty paid on 
the imported materials, with a 20 per cent 
tariff on them, and the remaining $130. is 
value added domestically. Suppose also that 
the same product is produced abroad for $200. 
and that there is a 25 per cent duty on 
imports of the finished product. Thus both the 
domestically produced product and _ the 
imported product sell at $250. These numbers 
are summarized as follows: 
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Domestic Industry 


Imported materials 
Duty on above at 20% 20 


Domestic value added 130 
Selling price of domestic 
product $250 


Now suppose that tariff reductions are made, 


like the proposed Kennedy Round reductions 
in that tariffs on finished products are re- 
duced less than are tariffs on materials. Let 


Domestic Industry 


Imported materials 
Duty on above at 10% 10 


Domestic value added 130 
Selling price of domestic 
product $240 


Under the new, lower tariffs effective protec- 
tion of the domestic industry is not reduced 
at all. Domestic producers can still compete 
with imports while their domestic costs of 
production are unchanged at $130. No incen- 
tive or pressure has been applied to domestic 
producers to improve their efficiency. Admit- 
tedly, the arithmetic example was rigged to 
yield this result; but the point is, it seems 
that to a considerable extent so are Canada’s 
Kennedy Round tariff proposals. 


Again, we wish to emphasize our approval 
of the tariff reductions which are proposed. 
However, we feel that consumers would 
derive greater and more immediate benefits 
from a pattern of tariff reductions which 
included greater reductions on finished prod- 
ucts. We feel that it would be desirable, in 
future trade negotiations, that more direct 
representation of the consumers’ point of 
view be provided during the negotiations. 


2. Since most of Canada’s manufacturing 
industry is located in Ontario and Quebec, 
the Canadian tariff is generally believed to 
favour those provinces at the expense of the 
other regions of the country. Of course, there 
are numerous exceptions to this belief; there 
are protected industries in all parts of the 
country. However, it seems clear that on bal- 
ance the Canadian tariff does lead to a sub- 
stantial net payment, in the form of higher 
prices, to central Canada from the rest of the 
country. For example, the Premier of British 
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Competing Import 
Imported finished product $200 
Duty on above at 25% 50 
Selling price of imported 
product $250 


the duty on materials drop from 20 per cent 
to 10 per cent, and the duty on the finished 
product from 25 per cent to 20 per cent. The 
competitive situation then becomes: 


Competing Import 


Imported finished product $200 

Duty on above at 20% 40 
Selling price of imported 

product $240 


Columbia stated a few years ago, “We esti- 
mate the additional cost to our residents of 
purchasing goods from protected domestic 
industry to be in excess of $100 million in 
1962 on imports of more than $600 million 
from Ontario and Quebec... While British 
Columbia bought more than $600 million of 
goods from Ontario and Quebec in 1962, we 
sold only about $130 million of our products 
to those domestic markets.” 


Thus it has seemed that the Canadian tariff 
works to the net benefit of central Canada. 
However, we wish to call to the attention of 
the Committee the recently published study 
by Professors R. J. and Paul Wonnacott, Free 
Trade Between Canada and the United States: 
The Potential Economic Effects. The Won- 
nacott brothers argue that Canadian manufac- 
turers could compete effectively in the United 
States if they had free access to that market. 
The argument is that Canadian production is 
high cost mainly because the typical Canadian 
plant produces a wide variety of product lines 
with inefficiently short runs of each line. With 
access to the huge United States market, 
Canadian production could be restructured, 
achieving a _ strongly competitive position 
based on long product runs and on the fact 
that wages are lower in Canada than in the 
United States. The Wonnacotts suggest that in 
such a situation wages in Canadian manufac- 
turing could actually be raised as much as 30 
per) cent, on: “thes:-basis of improved 


productivity. 
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We do not wish to take a stand at this time 
on the question of a Free Trade Area, but we 
do wish to point out that our traditional view 
about the regional effects of the Canadian 
tariff may be due for rethinking in the light 
of the Wonnacotts’ findings. It is still no 
doubt true that the Canadian tariff imposes a 
net burden on the other regions of the coun- 
try, but it can no longer be taken for granted 
that the tariff is the most favourable arrange- 
ment for manufacturing industry in central 
Canada. 
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3. Finally, we wish to express on behalf of 
Canadian consumers the desire that our gov- 
ernment should vigourously continue to seek 
the further liberalization of international 
trade, including further tariff negotiations, 
negotiations concerning non-tariff barriers to 
trade, measures to foster trade with under- 
developed countries, and a search for the 
trade strategy that is appropriate in view of 
the tendency toward regionalization of inter- 
national trade. 
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MINUTES OF PROCEEDINGS 


TUESDAY, January 30, 1968. 
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The Standing Committee on Finance, Trade and Economic Affairs met at 


-11.15 a.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Cameron (Nanaimo-Cowichan-The Islands), 
Clermont, Comtois, Gilbert, Gray, Hees, Lambert, Macdonald (Rosedale), 
McLean (Charlotte), Monteith, More (Regina City), Noél, Thompson—(13). 


In attendance: From the Canadian Importers Association: Messrs. Ernest 
P. Carr, President; Keith G. Dixon, General Manager; Murray E. Corlett, Q.C., 
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From the Department of Industry: Messrs. J. McKennirey, Machinery Branch 
and L. F. Drahotsky, Chief, Commercial Policy Division. From the Depart- 
ment of Trade and Commerce: Mr. A. R. Porter, Office of Trade Relations. 


The Committee resumed consideration of the subject-matter of the pro- 
posed Customs-Tariff resolution. 


The Chairman introduced the representatives of the Canadian Importers 
Association, and at his request, Mr. Carr summarized the Association’s brief. 
In accordance with the resolution passed on December 19, 1967, the brief is 
attached hereto as Appendix L. 


At the Chairman’s request, Messrs. Annis and McKennirey commented 
on the brief. 


Messrs. Corlett, Carr and Dixon were questioned and Dr. Annis also 
answered questions directed to him. The questioning having been completed, 
the Chairman thanked the witnesses who then withdrew. 


At 1.15 p.m., the Committee adjourned to 3.30 p.m. this day. 
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President; G. D. Lewis, Vice-President; Hugh Crombie, General Manager; and 
the same government officials as at the morning sitting. 
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The Chairman introduced the witnesses and at his request, Messrs. Fin-. 


nigan and Chambers summarized the brief, which, in accordance with the 
resolution passed on December 19, 1967, is attached hereto as Appendix M. 


At 4.00 p.m. the Vice-Chairman took the chair and at 4.55 p.m. the 
Chairman resumed the chair. 


At the request of the Vice-Chairman, Messrs. Annis and McKennirey 
commented on the brief. 


Messrs. Finnigan, Chambers and Lewis answered questions directed to 
them by the Committee. 


In accordance with the decision of the meeting of January 18, 1968, in- 
formation supplied in answer to questions raised by members is attached as 
Appendix N. 


The questioning having been completed the Chairman thanked the wit- 
nesses, who then withdrew. 


At 6.15 p.m. the Committee adjourned to 3.30 p.m., Wednesday, January 
31, 1968. 
Dorothy F. Ballantine, 


Clerk, 
Standing Committee on 
Finance, Trade and Economic Affairs. 
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EVIDENCE 


(Recorded by Electronic Apparatus) 


Tuesday, January 30, 1968. 


The Chairman: Gentlemen, I think we are 
ready to begin our meeting, unofficially at 
this stage. 


The first group of witnesses this morning 
represents the Canadian Importers’ Associa- 
tion. With us on my immediate right is Mr. 
Ernie Carr, President of the. Association; to 
his right, Mr. Keith Dixon, General Manager, 
and to his right Mr. Murray Corlett, Legal 
Counsel of the Association. 


I have asked Mr. Carr to summarize the 
brief for us in a few minutes and then we 
will move immediately to discussion. 


Mr. Ernest P. Carr (President, Canadian 
Importers’ Association): Mr. Chairman and 
gentlemen, on behalf of Canadian Importers’ 
Association we want to thank you and your 
Committee for giving us an opportunity to 
present the views of this Association arising 
from the government resolutions presently 
before the House of Commons relating to the 
recently concluded Kennedy Round _ tariff 
agreement. In this brief we will exclude any 
reference to the new international code on 
anti-dumping policies which, from the point 
of view of Canadian importers, was an equal- 
ly important part of the Kennedy Round 
agreement and which, presumably, will be 
implemented by legislation to be introduced 
into Parliament at a later date. We have 
already made our views known to the 
interdepartmental committee last fall on this 
subject. 


The Canadian Importers’ Association is the 
national association in Canada representing 
the interests of Canadian importers. There 
are presently 626 members made up of 
straight importers of goods, Canadian manu- 
facturers who are required to import com- 
plete production machinery, component parts, 
and firms engaged in servicing the import 
trade such as chartered banks, customs 
brokers and warehousing organizations. 


In a general way, the Canadian Importers’ 
Association endorses completely the results of 


the Kennedy Round of tariff negotiations with 
particular reference to Canada’s commit- 
ments. Since the time of its incorporation 
decades ago this Association has consistently 
been an advocate of freer international trade. 


It is the opinion of the Association that one 
of the most important results of the Kennedy 
Round agreement is that GATT will continue 
as an effective international organization gov- 
erning the conduct of international trade. 


It is the view of this Association that. in 
this respect the Canadian representatives did 
extremely well with the result that Canada 
did not make as great tariff concessions as 
many people are inclined to think were made. 
We have some reservations. 


The Minister of F:nance, in a supplement- 
ary budget statement to the House of Com- 
mons on October 4, 1967, referred to the 
Kennedy Round agreement in some detail. 
Particularizing, the Minister went on to state 
that in the future Canadian rates of duty on 
final manufactures will generally be about 
173 per cent to 20 per cent as compared with 
the old range of 224 per cent to 25 per cent. 
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Although these statistics are encouraging, 
yet the Economic Council of Canada has 
analyzed the effect of the Kennedy Round 
rates in its Fourth Annual Review published 
in September 1967, in part, as follows: 

Indeed Canada emerges as a relatively 
high tariff country as regards tariff on 
manufactured products among . the 
world’s great industrial nations..To the 
extent that still further benefits can be 
gained from. still further reductions in 
trade barriers in the future, it should be 
an important continuing objective of 
Canada’s international economic policies 
to maintain an active interest in explor- 
ing, in close association with our princi- 
pal trading partners, how further reduc- 
tions in trade barriers can be effectively 
achieved. | 
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Again, some excerpts: 


Many of these items still retain MFN 
rates of duty ranging between 25 per cent 
and 30 per cent. In addition, even 
amongst the tariff items that were nego- 
tiated quite a number of them, on Janu- 
ary.1, 1972, after all the successive rate 
reductions have been made, will still 
attract MFN rates of duty of 224 per cent 

or. 25 per cent. 


Consequently, it is our submission that the 
Kennedy Round reductions in duty rates will 
be beneficial having regard to the extent of 
their coverage, but that they do not go far 
enough. pe fmeroy 


An excerpt from the Third Annual Review 
of the Economic Council reads: 


The route of tariff reduction for manu- 
factured products is, in our judgment, 
the most promising of all routes towards 
increased specialization in Canada and 
the consequent narrowing of the existing 

- gap in productivity in manufacturing 
‘between Canada and the United States. 
By “tariff reduction” we mean negotiated 

reductions in both Canadian and foreign 
tariffs. 


One of our great reservations is that as 
tariff item 42700-1 is set up we fear it will be 
a very cumbersome item to administer. We 
fear that it could be discriminatory against 
importers but it is important to note that in 
this type of import the main beneficiary is 
more than likely to be a Canadian manufac- 
turer..Our members had an experience with 
the same machinery items under the Emer- 
gency Exchange Conservation Act between 
1948 and 1951 that we hope will not be 
repeated. 


_ It must be recorded that this Association 
was pleased to note that the Minister of 
Trade and Commerce did inform the Com- 
mons on September 27, 1967, that the Ken- 
nedy Round of tariff negotiations did not 
represent the end of the road towards freer 
trade in so far as Canada is concerned. Then 
later the same Minister informed the Com- 
mons on December 11, 1967, after his return 
from ministerial sessions both at GATT and 
the Organization for Economic Cooperation 
and Development, of the stand taken by 
Canada. at these meetings. It is encouraging 
to note that Canada went on record as 
advocating further reduction and_e re- 
moval of trade barriers. In particular the 
Minister of Trade and Commerce requested 
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duty free treatment for primary industrial 
commodities, the elimination of nuisance 
duties, greater trade liberalization of agricul- 
tural products, and improved trading oppor- 
tunities for developing countries. 


A number of the tariff concessions made by 
Canada involve total reductions of only 24 per 
cent and it is proposed that the staging of the 
reductions be carried out by five annual 
reduction of 4 of 1 per cent. Many affected 
members of our Association are of the opin- 
ion that this method will be unduly costly 
and inconvenient to them as importers. In the 
official government press release issued on 
June 29, 1967, it was stated that tariff conces- 
sions granted by Canada could be implement- 
ed in a single step whereas, staging the 
reductions over a four-year period might be 
undesirable. We submit that cases in which 
the proposed annual reduction is only one 
half of 1 per cent offer such a situation. 
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The Chairman: Thank you very much, Mr. 
Carr. Before opening the meeting to questions 
or comments by the members I would ask Dr. 
Annis, Director of Tariffs, and Mr. McKen- 
nirey of the Machinery Branch, Department 
of Industry, for their preliminary comments. 


Dr. Annis (Director of Tariffs, Dept. of Fi- 
nance): Mr. Chairman, I really had not 
planned to make any comments at all and if I 
added any now they would be of a very pre- 
liminary sort. 


In general, I would agree with and sub- 
scribe to nearly everything that Mr. Carr has 
said. Any points on which I differ with him at 
all would be merely matters of emphasis. 
Possibly, it is worth mentioning one or two of 
those now, although in doing so I would not 
want to give the impression that I was argu- 
ing points with him. 


The Chairman: Before you proceed, I think 
we should note for the record that we have 
been in a position to proceed officially for 
some minutes now. 


Dr. Annis: I might refer to two or three of 
the points Mr. Carr made, which really 
emerge also in his brief. The first is at page 3 
of the brief, where he made the statement 
that Canada emerges as a relatively high 
tariff country regarding tariffs on manufac- 
tured products. My comment would be that 
the validity of that statement really depends 
upon the countries with which the compari- 
son is made. Certainly if one compares aver- 
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age Canadian rates of duty on manufactured 
products with those prevailing in the most 
highly developed and largest industrial coun- 
tries such as the United States, the EEC and 
event the United Kingdom, although their 
tariff is not quite as low, our average rates 
are higher. If one makes the comparison with 
countries such as Australia or others which 
you might say are not as highly developed, 
then I think the comparison would be found 
to be quite the opposite: Canada would 
emerge as a relatively low tariff country if 
you selected countries with which the com- 
parison is made rather differently. That 
would be the only comment that I would 
make on that point. I do not disagree; I 
simply try to introduce a little change in 
emphasis there. 
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I think the second point is related to it. 
Further down on the same page in the brief, 
when Mr. Carr referred to the same point 
again he referred to the fact that many of the 
Canadian items retain MFN rates of duty 
ranging between 25 per cent and 30 per cent. 
This, as a generalization, I think would be 
correct only if one is looking at the textile 
sector. In other sectors, surely, rates between 
25 and 30 would be rather rare exceptions to 
the general rule rather than representing the 
general rule. 


Finally, on the suggestion that while the 
reductions which we have agreed to make are 
beneficial they do not go far enough, I would 
suggest this raises the point as to what your 
objectives are. I think we in the Kennedy 
Round negotiations went as far in terms of 
offering Canadian contractual reductions as 
was necessary in order to buy, if that is the 
right word, the concessions in other countries’ 
tariffs that were open to us. If it should be 
decided as a matter of policy that it was 
desirabe to go further in reducing the Canadi- 
an tariff, then a secondary question is raised 
as to whether it would be wise to bind 
those—in effect, negotiate them down—or to 
move unilaterally as a matter of policy, and if 
it were done in that way then the move 
would be reversible rather than being largely 
irreversible if commitments and bindings are 
made. 


Mr. Chairman, those are my preliminary 
comments, and I think I will let it go at that. 


The Chairman: I should say that in the 
course of questions and comments exchanged 
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with members the witnesses will have a 
chance to respond to comments made by the 
officials. 


Mr. McKennirey, do you have any prelimi- 
nary comments on the section of the brief 
relating to your Department? 


Mr. McKennirey (Director, Machinery 
Branch, Department of Industry): Yes, I 
have, Mr. Chairman. Referring to the Asso- 
ciation again, I might preface my remarks 
by repeating what Dr. Annis has said, that it 
would not be our purpose to argue with the 
generality of what the Association has said. 
However, there is a matter of emphasis here 
and I would like to comment in that respect. 


On page 6 of the brief, the Association is 
concerned that the proposed administration of 
the machinery program would be very cum- 
bersome. The fact is, Mr. Chairman, that the 
machinery program was introduced in order 
to overcome the cumbersomeness of the 
previous method dealing with “not made” and 
“made” distinctions in the machinery tariff 
items. The practice to date has indicated that 
the program will not be cumbersome. You 
will recall, Mr. Chairman, that we spent some 
time some weeks ago discussing the adminis- 
trative procedure by which the program 
would be handled, at which time we present- 
ed statistics and estimates of the time 
involved in making the decisions for the 
Board. Our experience to date has verified 
the expectations that were expressed at that 
time. I might add, Mr. Chairman, that the 
Canadian Manufacturers’ Association last 
year submitted a brief to the government 
which recommended the approach that is 
involved in the machinery program in lieu of 
the administratively cumbersome procedures 
then in effect on machinery imports. 


With respect to the reference to the Emer- 
gency Exchange Conservation Act, Mr. Chair- 
man, although I am not familiar with it in 
detail, there is one element that I think 
should be noted, that the machinery program 
as presently visualized makes provision for 
further appeal of the decisions of the Machin- 
ery and Equipment Advisory Board where- 
as, as I understand it, under the Emergency 
Exchange Conservation Act no such provi- 
sions existed. 
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Those would be my preliminary comments, 
Mr. Chairman. 
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The Chairman: Are there any Trade and 
Commerce aspects of this brief on which you 
might like to comment, Mr. Porter? If not, we 
will open the meeting to comments and 
questions. 


Mr. Murray E. Corlett, Q.C. (Association 
Legal Counsel at Ottawa, Canadian Import- 
ers’ Association): Mr. Chairman, would you 
like us to answer the questions that have 
been put to us so far or should we just make 
a note of them, and answer them later? 


The Chairman: We will ascertain whether 
members of the Committee would prefer to 
have a response from the witnesses now or 
whether they would prefer to direct questions 
to them? Would you like to respond at this 
time, Mr. Corlett? 


Mr. Corlett: Yes, Mr. Chairman. Referring 
firstly to that part of Dr. Annis’ preliminary 
statement where he referred to the reference 
in the last Annual Report of the Economic 
Council, where the reference to Canada being 
a relatively high tariff country is mentioned, 
what the Association had in mind of course in 
making the statements that it did was simply 
this. The Committee will realize, of course, 
being an association of importers that by and 
large the members of course are very happy 
with the results that Canada achieved as a 
result of the Kennedy Round = sessions. 
However, we have felt, in looking at press 
statements and hearing comments from 
interested parties at one time or another, 
that there was a segment of the business com- 
munity which felt, because of the massive 
size of the Kennedy negotiations, that as far 
as Canada was concerned the end of the road 
had come by way of further reductions in 
tariffs and the elimination of non-tariff barri- 
ers, and in an endeavour to counter that we 
inserted this particular part of the brief. We 
were encouraged, of course, to see the state- 
ment made in the House by the Minister of 
Trade and Commerce that Canada had not 
reached the end of the road, as far as further 
tariff reductions were concerned, and we felt 
that in order to put the matter in proper 
perspective it should be pointed out—al- 
though I realize it is presumptuous of me to 
say this and I do not include an expert such 
as Dr. Annis—there were a large number of 
tariff items in the Canadian Customs Tariff 
that were not the subject of negotiations at 
Geneva at all in the Kennedy Round. 


As a matter of curiosity I combed through 
the Customs Tariff just to see what there was 
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left and, without giving the information 
in detail, it appeared to me that there are still 
a fair number of tariffs relating to finished 
products outside the textile range where the 
rates would be as high as 25 per cent. I 
noticed tariff Item 4400-1, which deals with 
condensed coffee with milk where the MFN 
rate is still 35 per cent. We merely put this in 
the brief to show that there is still some 
scope for further activity on the part of Cana- 
da in international trade negotiations. 


Secondly, the Minister of Finance in his 
supplementary budget statement in November 
stated that as a result of the Kennedy Round 
discussions, as far as Canada was concerned, 
on finished products there was on the average 
a rate reduction of anywhere from 22% to 25 
per cent to something averaging between 174 
per cent to 20 per cent. In many instances 
that is perfectly true. There were very sub- 
stantial reductions, but we merely point out 
by looking at the items in the Resolutions, the 
subject matter of which is before this Com- 
mittee, that even after the 5-point staging pro- 
gram has been completed by January 1, 1972, 
there still will be a fair number of Canadian 
tariff items at 224 per cent and there might 
even be one or two that are still up at 25 per 
cent. That was the burden of the argument 
we wanted to make on that point. 
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Thirdly, if I might comment on Mr. 
McKennirey’s observation concerning what 
we fear might be a cumbersome administra- 
tion of this new omnibus machinery tariff 
item, we certainly are of the opinion that this 
could happen and we cited as a precedent the 
operations of the Emergency Exchange Con- 
servation Act, which the members. will 
remember was occasioned by the foreign 
exchange crisis which involved Canada in the 
autumn of 1947. This act was in effect for a 
period of about three years. It was terminat- 
ed—it was an emergency statute-—I think, on 
January 15, 1951. Our point is that all that 
statute said was that no imports could be 
made of machines under either tariff items 
427 or 427a—two of the most important pred- 
ecessors of what will now be 42700-1, unless a 
permit was obtained from the Minister of 
Trade and Commerce. No standards were set 
relating to how the administrators in the De- 
partment of Trade and Commerce would de- 
cide on whether or not they would allow a 
piece of machinery into Canada. Having had 
something to do with that act, as an outside 
practitioner, I think it is pretty fair to say— 
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the departmental files, I think, will confirm 
me—that the availability test was used by the 
Department. In other words, if an application 
were presented for some imported machine 
and if it was felt that manufacturing “X” in 
Toronto or Montreal had something similar, 
they would deny the issuance of the permit. 


We know this would be an extremely diffi- 
cult thing for a department of government to 
administer and I think it is fair to say that the 
late Mr. Howe, as Minister, was very happy 
when the statute terminated. However, our 
observation here with reference to this new 
tariff item 42700-1 is simply that in the 
proposed wording of the tariff item it just 
says that there can be a remission of duty. It 
will be granted by the Governor in Council 
on the recommendation of the Minister of In- 
dustry, and in considering whether or not he 
will recommend remission in a particular case 
there are two criteria to be taken into consid- 
eration, namely, the matter of public interest 
and the matter of availability. That is as far 
as the wording of the tariff item goes. 


The burden of our argument on this point 
is that the Minister of Industry on December 
12, 1967, when he spoke in the general debate 
on the supplementary budget—page 5331 of 
Hansard—exlained how his department was 
going to operate. I think it is fair to say that 
it was a reasonable statement, but our argu- 
ment is how do we know that another Minis- 
ter of Industry in ten years’ time—after all, 
tariff Item 42700-1 will be a permanent statu- 
tory item—might not take totally different 
views and be extremely narrow or conserva- 
tive, as far as the importer is concerned, in 
interpreting the criterion of availability. The 
importer would have no recourse. 


With respect to Mr. McKennirey’s reference 
to the appeal board, the Machinery and 
Equipment Advisory Board has been created 
under the authority of the Department of In- 
dustry Act and the Review Board, according 
to the Minister of Industry when he spoke on 
December 12, 1967, will be established under 
the authority of the Department of Industry 
Act. However, if you look at the Department 
of Industry Act the only section, as I read it, 
which vests the right on the part of the Min- 
ister of Industry to create a board is Section 
15, which reads: 


The Governor in Council may establish 
advisory and other committees to advise 
or aid the Minister or to perform such 
duties and exercise such powers as the 
Governor in Council may specify, and 
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may fix the remuneration and expenses 
to be paid to the persons so appointed. 


That was confirmed by the Hon. Mr. Drury’s 
statement on the second reading of the De- 
partment of Industry bill on June 27, 1963, as 
reported on page 1644 of Hansard. When 
dealing with this same clause 15, he outlined 
what he considered to be the scope of the 
clause, and I quote: 


Section 15 authorizes the governor in 
council to appoint advisers and commit- 
tees for this purpose. It is envisaged that 
advisory committees will be established 
which can be consulted respecting major 
activities of the department. 


Our point, Mr. Chairman, is that this is not 
what we would consider to be a real review 
board in the same sense, as the Tariff Board, 
because the Review Board and the Machinery 
and Equipment Advisory Board can only 
advise or recommend. In other words, they 
do not have the authority to alter the think- 
ing of the Minister of Industry. That, of nec- 
essity, must be how it should be as long as 
the Minister is given discretionary power and 
it is our fear that this could—at the moment 
we do not Know because the scheme has not 
been in operation long enough—develop into 
a highly protectionist device which might 
work to the detriment of the importer. If I 
might be permitted to refer to what I consid- 
er to be very straight-forward evidence given 
by Mr. McKennirey when he appeared before 
this Committee on January 17 of this year, I 
think that our fears might be quite well- 
founded. For instance, at page 295 Mr. Wahn, 
asked questions about the way hearings 
would be conducted, and about the way pub- 
licity would be given to decisions made by 
the Advisory Board. Mr. McKennirey, at the 
bottom of the first column on page 295, 
looked at the matter of publicity from the 
point of view of both the Canadian manufac- 
turer and the importer, and he made the fol- 
lowing statement: 

The machinery manufacturers have 
indicated to us through their association, 
that they will be satisfied with periodic 
visits to the Department of Industry to 
review where all the remissions are tak- 
ing place. They believe that they can sat- 
isfy themselves that their protection is 
not being eroded, but if each of them 
attempted to screen what is happening 
each week 350 remissions it would be an 
impractical task. 
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The best thing that he could do is to go 
to the Machinery Branch of the Depart- 
ment of Industry, which is concerned 
with his protection and with his develop- 
ment, and they will be watching carefully 
and will analyze and be able to tell him 
exactly where remission is occurring. I 
think the machinery manufacturers 
would welcome that service rather than 
having the job of screening 350 applica- 
tions a week themselves. 


Then the witness went on to indicate what 
the position of the importer was, and unless I 
have read this inaccurately—and I would be 
glad to have Mr. McKennirey correct me if I 
am wrong—I do not see similar privileges 
being given to the importers. Can the import- 
er go to the Department of Industry and look 
through these orders of remission? This is the 
type of thing that we fear. 


The Chairman: Thank you, Mr. Corlett. 
Before throwing the meeting open to ques- 
tions, perhaps I could ask one brief question. 


Mr. McKennirey, is the opportunity to look 
at the rulings in the files of the Department 
available only to domestic manufacturers or 
is it available to importers as well? 


Mr. McKennirey: The opportunity is availa- 
ble to all importers, Mr. Chairman. In addi- 
tion to this, importers can write to the 
Machinery Board before they make any im- 
portation or place an order and they can 
obtain. information on whether or not the 
item is considered to be available. 


In the Department of Industry there are 
branches which represent many importers; 
the mechanical transport industry, food, and 
so on. All of these industry sectors, on behalf 
of their industries, can and will do all they 
can to assist the importer to make his case. 
Under the administrative arrangements that 
have been set up, Mr. Chairman, there are no 
barriers whatever to importers being briefed 
in whatever way they wish to be briefed. 


The Chairman: Perhaps we should now let 
the members pose their questions. Those who 
have questions must indicate in the usual 
way. I recognize Mr. Lambert and Mr. 
Macdonald. 


Mr. Lambert: Mr. Chairman, Mr. Corlett 
raised a point concerning the legal status of 
the Machinery Advisory Board which has 
been bothering me. We have not been able to 
examine anyone in connection with. this 
because the Minister of Industry, under 
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whose act this arises, has not been before us. 
It certainly is not up to Mr. McKennirey to 
answer the yea or nay of this. It is my con- 
sidered opinion that what is now being set up 
is a regulatory and an administrative board, 
under power to set up an advisory board. The 
tariff item itself is designed so that the Minis- 
ter of Industry will make the remission of 
duty, but the administration will be under 
an advisory board. However, none of the wit- 
nesses here today are actually competent to 
determine this point, and I certainly would 
not ask Mr. McKennirey, but it certainly does 
point up that question and I think we will 
have to ask Mr. Drury about this. 


The Chairman: I think that you could ask 
Mr. McKennirey about the details of. the 
administration. In other words, who does 
what? 


Mr. Lambert: I think we went into this in 
great detail the other day, and I must say 
that Mr. McKennirey did not hold back at all 
on the question of the detail of the adminis- 
tration, as far as the limited experience they 
have had goes, and I have nothing to say on 
that. But I question the legality of the setting 
up of this board under the powers as indicat- 
ed in the Department of Industry Act. 


What I would like to have the view of Mr. 
Corlett or other witnesses on behalf of the 
importers’ association, on what they antici- 
pate may be some difficulty in the continuity 
of determining what is public interest; in 
other words, differing standards at different 
levels. Whereas the Advisory Board, basing 
themselves on the precedence that they have 
dealt with in other cases, and so forth, may 
come to a point where they will say, No, this 
is not in the public interest. However, as the 
remission is in the hands of the Minister of 
Industry and he has to recommend this to the 
Governor in Council, that at that level there 
shall be a different standard of public inter- 
est, different persons having access to the 
Minister, and this is based entirely upon 
experience. One may get some rather star- 
tling results and as a result the potential for 
this is built in and it comes as a result of 
discretion. 


I was wondering what the importers have 
got to say about this? 


Mr. Corlett: Mr. Lambert, this type of 
problem, of course, is not new to the import- 
ers. I mentioned the Emergency Exchange 
Conservation Act of 1948. Of course, there 
was nothing that. could be done then because 
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this was an emergency situation and it was 
only to be a temporary statute. As lawyers, 
we know that where the legislators have said 
in a statute that the Minister will be given 
discretion, that the affected taxpayer has to 
concern himself with the good judgment and 
fairness of the Minister because no court or 
tribunal would interfere in any way, shape or 
form. 
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You may remember, Mr. Lambert, that in 
1961—certainly in the evidence the machinery 
that came under section 427 and section 427A 
loomed very large in the discussions in both 
the House and the Senate—there was a bill, 
Bill C-72, which was an amendment to. the 
Customs Tariff, and although it did not speak 
in terms of availability in the case of custom- 
made goods to specifications, such as power 
generators and that type of thing, as distin- 
guished from shelf goods, the proposed sec- 
tion in Bill C-72 spoke in terms of if there 
were adequate facilities in Canada to make 
the article in question, and if so it would then 
be deemed to be of a class or kind made in 
Canada. The proposed section went on to say 
that the decision of the Minister would be 
final, and you will remember this was where 
the Bill foundered because the Senate threw 
that section out and said they would only 
accept it as long as it was modified to permit, 
“subject to an appeal to the Tariff Board the 
Minister’s decision will be final’. 


This has always worried the importers’ 
association. We participated in that debate in 
the Senate Committee on Banking and 
Commerce. 


Mr. Lambert: Yes, Mr. Chairman, I know 
this fairly well and I know the rationale 
behind limiting the appeal. 


Mr. Corlett: Yes. 


Mr. Lambert: The reason for limiting the 
appeal was to get a decision that could not be 
dragged on ad infinitum. Now that is a judg- 
ment decision; whether it is right or wrong is 
a matter of discussion, but in essence I am 
suggesting that you are getting the same sort 
of thing in a different way. 


Mr. Corlett: This is my point and it may 
prove to be not well-founded from the point 
of view of the importers, and again it 
depends on the judgment of a particular Min- 
ister of Industry. But the importers have 
always felt happier when they knew they had 


Finance, Trade and Economic Affairs 


489 


a right of appeal to an independent body of 
some sort arising from a departmental deci- 
sion on tariffs. 


Mr. Lambert: There is the provision for 
this review board, and this is another subject 
on which you may want to comment. How- 
ever, I am primarily concerned about the 
view of the Canadian Importers’ Association 
on the possibility of differing standards of 
public interest. 


Mr. Corlett: Mr. Lambert, if this was possi- 
ble, and I am not saying that it is, this is the 
task of the legislator. These are part of the 
criteria that the Minister, whoever he might 
be, must take into consideration when he 
determines whether or not something is in the 
public interest. To have spelled out in black 
and white somewhere in the legislation the 
safeguarding of the interests of importers as 
tax payers would be the _ best possible 
situation. 


Our point is that under the proposed word- 
ing of Tariff Item 42700-1 not very much is 
said other than that the factors of availability 
and of public interest are mentioned. 


Mr. Lambert: I am going to put it to you in 
different terms, then. When it comes to the 
point of remission in the recommendation the 
question of public interest may be rather 
equivocal to a number of the people who are 
going to make the remission, or who are 
going to sit on the remission, or not. In other 
words, because such-and-such an area is 
affected one way or another those people who 
are going to be sitting in on the remission 
have an interest. That is what I call the dif- 
ering standards of public interest. 

I am not questioning the Board. They will 
approach it from a much more objective point 
of view. Notwithstanding that, however, 
there will still be power, as there has been 
power under section 22 of the Financial Ad- 
ministration Act, to remit duties; yet the 
procedures there were much more difficult to 
substantiate than they will be here. I would 
like to get your views on that. 


Mr. Corleit: Mr. Lambert, I think the views 
of the Association are that what you have 
described represents a real problem for the 
government administrators, because the 
standard of public interest can quite easily 
vary from day to day where you have the 
same minister; or from month to month, or 
year to year, where there are different 
ministers. 
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Mr. Lambert: And _ different financial 
conditions? 

Mr. OCorlett: And _ different financial 
conditions. 

Mr. Lambert: I would also like to hear 


what you think about public interest in a case 
where a firm, involved in importation and 
represented by importers, may have been 
involved in some restrictive trade practice in 
the past and have a black mark on its 
escutcheon. In your mind, should this affect 
the question of whether or not it would be in 
the public interest to permit the remission of 
duty? 


Mr. Corlett: Referring to the _ specific 
instance that you have in mind, I certainly 
must say, for myself, that I would not want 
to be a minister who would have to make a 
decision on it. Although I think it is less 
likely, of course, that importers are going to 
become involved in restrictive trade practice 
matters they conceivably could. 


However, that particular importer has been 
the subject of a detailed report of the Restric- 
tive Trade Practices Commission, there have 
been resulting prosecutions and he has paid 
the penalty, whatever it may have been. Five 
years later the point that we were talking 
about comes up. If I am the minister, should 
I, or should I not take it into consideration? 
Perhaps the management of the firm has 
changed in the intervening period. 


Mr. Lambert: But it is a problem. 


Mr. Corleti: It certainly is; and in cases 
where courts of law have had to interpret the 
phrase ‘‘public interest”? we, as lawyers, could 
easily find precedents of their having had 
great difficulty in coming to a conclusion. 


Mr. Lambert: I will waive any further 
questioning on this round, Mr. Chairman. 


The Chairman: I have Mr. Macdonald next; 
followed by Mr. Clermont and Mr. Hees. 


Mr. Macdonald (Rosedale): This question is 
addressed to the delegation. Perhaps they can 
choose who will respond to it. 


I am a little puzzled by the brief’s approach 
to the Kennedy Round negotiation. On page 3 
and following, is it the suggestion of the Im- 
porters Association that Canada should have 
cut its tariffs irrespective. of foreign con- 
cessions? 
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Mr. Carr: Not irrespective of foreign con- 
cessions; having regard to foreign concessions. 


Mr. Macdonald (Rosedale): Your brief 
seems to me to indicate that there was a 
failure on the part of the Government of 
Canada to exercise a unilateral power; that 
we should have cut the tariffs down, and that 
because we failed to do that there is some- 
thing wrong. 

To me, it would be more realistic to look at 
it from the point of view of reciprocal conces- 
sions. Are you in favour of reciprocal conces- 
sions in tariffs? 


Mr. Carr: On a completely broad basis; on 
an international basis. 


Mr. Macdonald (Rosedale): If you are in 
favour of reciprocal concessions then presum- 
ably you do not have the unilateral power. 
You are governed by what the other negotiat- 
ing party can do? 


Mr. Carr: It has been said in our Associa- 
tion that a certain amount of reflection was 
cast on Canada because of the little it did to 
react to the great amounts that were done by 
other nations at that conference. Some people 
have said that they felt just a little like 
second class citizens in that particular 
negotiation. 


Mr. Macdonald (Rosedale): Have you heard 
those objections from the foreign contracting 
parties? 


Mr. Carr: No. I have not been in touch with 
them. 


Mr. Macdonald (Rosedale): Presumably it is 
they who should be complaining about it. 


Mr. Carr: There is another thing, if one 
wants to be honest with oneself. We ought to 
be able to see black or white regardless of 
from which side we look at it. 


Mr. Macdonald (Rosedale): We seem to get 
back to the same point, Mr Carr. You are 
suggesting that we give up these positions 
unilaterally rather than use them as exchange 
counters for negotiation? 
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Everybody did not drop tariffs, and we did 
not leave the tariffs there. There are substan- 
tial foreign barriers left are there not? 


Mr. Carr: Yes. 


Mr. Macdonald (Rosedale): Therefore, 
although we might very much have preferred 
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to have got the foreign barriers dropped, 
would we have been better off to have given 
up our position at this time? Had we given up 
our position at this time, as Dr. Annis has 
said, we would have lost our negotiating posi- 
tion at a subsequent exchange. 


Mr. Carr: On your latter statement, I would 
say yes, we would have lost some negotiating 
privileges in a future situation. However, 
although I do not know what foreign nations 
thought of our approach I would be inclined 
to the view that they felt that we had not 
given a fair amount in our negotiation. I do 
not know that as a fact, but this is how we 
feel about it. 


Mr. Macdonald (Rosedale): It seems to me 
that we keep returning to the same point. 
Either you are suggesting that we should 
have given away all, or more than was neces- 
sary, to get their concessions, or you are talk- 
ing about reciprocal concessions. 


I do not really follow your criticism here. 
We got what we paid for. We hope to get 
what we pay for in the future. You are say- 
ing, ‘““Let us throw some of our money away 
now rather than use it as a bargaining coun- 
ter later on.” . 


Mr. Carr: We really do not feel that it is 
throwing it away. We feel that lower tariffs in 
Canada will benefit Canadians. 


Mr. Macdonald (Rosedale): Will they secure 
for us better access to a foreign market? 


Mr. Carr: We hope so. 
Mr. Macdonald (Rosedale): How? 
Mr. Carr: In the dollar exchange. 


Mr. Macdonald (Rosedale): Yes; with the 
foreign protection still there, and we having 
given up our Canadian protection in the 
industry, it is quite true that prices in Canada 
should go down with foreign competition in 
say, finished products, but will we be any 
closer to having free access to the foreign 


market? 


Mr. Carr: To speak of the foreign market as 
a whole is one thing, but the foreign market 
in which we are already making progress is 
something slightly different. With the dollars 
involved, which can be raised in the foreign 
country with our lower tariff, there can be 
more dollar contracts. 


Mr. Macdonald (Rosedale): I am sorry, I 
do not follow your answer. It seems to me, 
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however you look at it, the fact remains 
that if there is still foreign protection against 
Canadian goods we are not going to be able 
to sell those goods in a foreign market. 


To follow that reasoning through, I am in 
favour of dropping Canadian protection recip- 
rocal with foreign protection, but if we 
drop it all now for a further round of tariff 
negotiations we have nothing to exchange and 
we will be dependent upon them for a unilat- 
eral act at that time. 


Mr. Carr: I have agreed with you on that 
point, that the more we retain the more we 
can give away on the next round, if we are so 
minded. 

The point I am making is that many in our 
Association feel that we did not come out of 
this one being able to shake hands all around 
and say “this was great fellows, you gave 50 
per cent and we gave 50 per cent”. We feel 
that we came out of it lucky, that we came 
out of it as the result of excellent negotiation 
on our part, and that we gave away less than 
we really should have to have walked out 
with a good straight back. 


Mr. Corleti: I think, Mr. Macdonald, that 
some of the statements that Mr. Carr has in 
mind developed in this manner. It was felt, as 
Mr. Carr says, on the part of some members 
of the Association, that Canada might have 
been a little more generous with reference to 
the position of some of the developing coun- 
tries. However, as I attempted to mention 
earlier, they were concerned that shortly 
after this Kennedy Round was announced at 
the end of June statements were being ban- 
died about, probably ill-informed in many 
ways, that the Kennedy Round would be the 
last major conference involving major tariff 
concessions that would be held. But Dr. Annis 
and I heard that statement made after the 
Torquay Round in 1951. 


Mr. Macdonald (Rosedale): But, Mr. Cor- 
lett, was it not made in the context that the 
next time it happens it would have to include 
the developing countries in toto, which of 
course the GATT Round did not. 
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Mr. Corlett: That is quite true. 


Mr. Macdonald (Rosedale): In other words 
the kind of proposal that President Johnson 
was making at Punta del Este was not 
confined to the narrow GATT membership, 
he was really talking about including all 
countries developed and developing. 
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Mr. Corlett: I would subscribe to that view, 
Mr. Macdonald, but in closing—and I think 
this may resolve the matter—may I say that 
when the Hon. Mr. Winters returned from the 
GATT Ministerial Meeting and the OECD 
Meeting in Paris early last December and 
indicated what these two groups were going 
to do, and that work parties were being set 
up to deal with what might be further relaxa- 
tion not only of tariff rates but non-trade 
barriers in the future, some of the doubters 
in our organization were inclined to take 
heart and, being realists, they would have to 
subscribe to the view that at this stage Cana- 
da could not unilaterally reduce certain tariff 
rates unless it was for the benefit of develop- 
ing countries only. 


Mr. Macdonald (Rosedale): So your earlier 
remarks were confined really to exchanges 
between Canada and developing countries, 
not between our major trading partners? 


Mr. Corleti: Well, that is certainly my 
impression of some of the objections that I 
heard in the early stages on the part of some 
of these members. 


Mr. Macdonald (Rosedale): I would like to 
go to page 6 of your brief and the following 
question: 


How binding is such an undertaking 
and in what form was it given? 


Is that not answered from the schedules of 
concessions in the Kennedy Round? 


Mr. Corlett: Mr. Macdonald, I have not 
seen anything. You have tariff item 42700-1 
which proposes new statutory rates of 2% 
per cent BP and 15 per cent MFN, with the 
proviso relating to the Minister of Industry 
making a remission, as well as statements 
that were made before this Committee and in 
the House earlier that; I presume, the Ameri- 
cans were a little leery about negotiating this 
particular item until they received certain 
assurances. The assurances had been stated 
but, as an outsider, I was curious to know 
where those assurances were. 


Mr. Macdonald (Rosedale): I think it is 
pretty clear where they are. They are in the 
formal schedule of concessions. Is that not 
right, Dr. Annis? 


Dr. Annis: That is correct but it seems to 
me there is something in addition to which 
we ought to call attention. That arises from 
the fact that prior to the Kennedy Round of 
negotiations we had a commitment resulting 
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from earlier rounds that in respect of the 
machinery of a class or kind not made in 
Canada the maximum rate under the MFN 
tariff would be 7% per cent, and this arises 
from the commitment respecting the old tariff 
item 427a with which many of you will be 
familiar. 


In order to make it possible for us to 
introduce the new machinery program with 
its revised commitments we had to negotiate 
our way out of the 74 per cent binding in 
respect of the old item, 427a—machinery of a 
class or kind not made so—the new statutory 
rate could be 15 per cent in respect of all 
machinery whether of a class or kind made in 
Canada or of a class or kind not made in 
Canada, and then, unilaterally, it was open to 
us to remit the whole of the duty in respect 
of machinery not available from Canadian 
production. But under the new GATT binding 
our only commitments are two, one of which 
is the rate with respect to the whole complex 
under the new and very broad item, 42700-1, 
shall not exceed 15 per cent. This being the 
case, we had to renegotiate our way out of 
that old 74 per cent binding. This involved a 
renegotiation under the provisions of Article 
28 of the GATT. In that renegotiation we 
undertook the commitment that the incidence 
of the tariffs on all imports under the board 
new item would not exceed 9 per cent ad 
valorem. That is in a contractual commitment. 
which has been reported to the contracting 
parties as a settlement between ourselves and 
the United States, which released us from 
this old obligation. 
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That is not a secret because that fact has 
been announced by the Minister of Finance 
and the Minister of Trade and Commerce. 
However, it has not been published, it is 
buried in a report to the contracting parties 
reporting the results of a _ renegotiation 
between Canada and the United States. 


Mr. Macdonald (Rosedale): But surely, Dr. 
Annis, referring to the specific sentence, the 
safeguard is set out in the schedule of conces- 


sions, which is the schedule under the 
Canadian concessions with respect to 
machines not otherwise provided and 
accessories, 


Provided, further, that the Government 
of Canada shall consult, on request, in 
respect of the average incidence of duties 
under Item 42700-1 in any calendar year 
with any contracting party having a sub- 
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stantial trade interest in that item, and, if 
it is established in the course of such 
consultations that such average incidence 
has exceeded 9 per cent ad valorem in 
any calendar year, the Government of 
Canada shall take immediate and effec- 
tive remedial measures. 


The Chairman: I would like to inform the 
Committee that if they will look at Appendix 
“A” to the brief, which will be presented to 
us later today by Messrs. Richard and Hoop- 
er, I believe they will find that this undertak- 
ing is set out verbatim to support some of the 
arguments Messrs. Richard and Hooper will 
be making later on. I believe this brief has 
been distributed to the members. 


Dr. Annis: Mr. Chairman, I would agree 
with Mr. Macdonald that it is set out there. I 
was simply making the other point, that this 
is also set out in the results of Article 28, 
Renegotiation. 


Mr. Macdonald (Rosedale): Mr. Corlett, 
going on to your reference to the Emergency 
Exchange Conservation Act, is it not fair to 
say that the objectives of that statute and the 
objectives of the Customs Tariff are substan- 
tially different, particularly this item that the 
ultimate objective of the Emergency Ex- 
change Conservation Act would have been 
total import replacement if that would have 
been possible—in other words, that you had 
to maximize Canadian exchange resources 
and the ultimate objective, if possible, would 
have been to import nothing. 


Mr. Corlett: Of course, with reference to 
these machinery items, I do not imagine that 
any country, even though they were in a 
foreign exchange strait at the time, could 
eliminate machinery imports because after all 
the ultimate beneficiary of all these machinery 
importers presumably will be a Canadian 
manufacturer. But it was merely cited, Mr. 
Macdonald, as evidence of the difficulty that 
can arise in dealing with a tariff item such as 
this proposed machinery item. Somebody has 
to decide whether or not an item is available 
from a Canadian source. In many cases there 
would be no problem. But certainly I suggest 
that if the files of the Trade and Commerce 
Department of that period are examined they 
will find many borderline cases where it was 
extremely difficult. And of course there was 
no right of appeal at that time. 


Mr. Macdonald (Rosedale): Am I right that 
it is your feeling that basically a court of law 
would be in a better position to decide wheth- 
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er something is available and whether its 
importation is in the public interest. 


Mr. Corlett: This is what we would prefer 
and this is what the importers of course con- 
tended at the time the Bill to amend the 
Customs tariff in 1961 was introduced. I 
recognize the problem that Mr. Lambert 
raised earlier, that if you had a series of 
appeals the matter could be sub judice for 
years. However, if there was the right to 
appeal to one independent tribunal and it 
stopped there, I think the experience of this 
Association, at least since the Tariff Board 
was revised in 1949, would show that the 
importers are quite happy. 


Mr. Macdonald (Rosedale): You are not sug- 
gesting then that it should necessarily be to 
the Exchequer Court or to a court system at 
all. You would be happy with a tribunal 
which was not bound to exercise its judgment 
on the basis of law alone, but law and policy, 
provided it was independent of the 
administration. 


Mr. Corlett: That is correct. If the Depart- 
ment of Industry Act is going to be used as 
the basis for the Review Board and the Ma- 
chinery and Equipment Advisory Board, it 
appears to me that section 15 has to be the 
section and, as I read it, it is only an adviso- 
ry committee. The Review Board or the Ma- 
chinery Board can go through the motions, 
the Minister can ignore their views com- 
pletely and under the law there would be no 
recourse. . 
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Mr. Macdonald (Rosedale): You have men- 
tioned several times the establishment of 
standards in the legislation for the guidance 
of these people. Presumably you have specific 
standards in mind. I wonder whether you 
would like to give the Association’s views 
concerning what the standards should be. 


Mr. Corlett: I am afraid, Mr. Macdonald, 
not being an importer myself, that I could not 
speak first hand. Perhaps my colleague might 
have some views on thai. 


Mr. Dixon: Mr. Chairman, replying to Mr. 
Macdonald, we cannot overstress this point of 
an objective committee or tariff board type of 
tribunal or court. We do not want a court of 
law; we are not seeking that particular end. 
We are seeking the objectivity of an 
independent government body rather than the 
present proposed ministerial decision which is 
going to boil down, in our view, to an entire- 
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ly personal opinion no matter who the minis- 
ter is, and he can, as Mr. Corlett has pointed 
out, go against the advice of the two boards 
to be instituted by this proposed legislation. 
We just want something of an independent 
nature like the Tariff Board. 


Mr. Macdonald (Rosedale): If there has to 
be a public accounting for the results you 
should give the board some direction concern- 
ing the criteria to apply, and I am asking 
what criteria you have in mind in making 
that suggestion. 


Mr. Dixon: As Mr. Corlett has pointed out, 
so far as class or kind, or type made in Cana- 
da, or prejudice to a Canadian manufacturer, 
or a future Canadian manufacturer are con- 
cerned, we shall just have to rely on a certain 
reasonable objective view, the matter of 
public interest, which Mr. Lambert brought 
up earlier. It is going to be difficult for any- 
body to assess. Whether it be a Tariff Board 
type of administration or whether it be a 
ministerial opinion it is a question of opinion, 
and this again we do tend to object to because 
it is so open to doubt and question; it is al- 
ways a matter of opinion. Any legislation 
which restricts imports purely on the basis of 
opinion is, in our view, doubtful legislation. 


Mr. Macdonald (Rosedale): Opinion as to 
what the public interest is? 


Mr. Dixon: Precisely. 


Mr. Macdonald (Rosedale): Presumably 
there will be a difference of opinion of 
whether something is available or not. 


Mr. Dixon: Yes; there will be the border- 
line case. As Mr. Corlett pointed out the bulk 
of the cases will be easily decidable, whether 
they are made here or not. There will be 
borderline cases, but they will be the excep- 
tion rather than the rule. The criteria of pub- 
lic interest is what is concerning us primarily 
and it is difficult to offer you a guide line as 
you requested. 


Mr. Macdonald (Rosedale): Are you sug- 
gesting, then, that “public interest” in the 
context in which it has been used here should 
be left out of account in this regard? 


Mr. Dixon: I think it should; there is no 
valid reason for it to be in. Public interest can 
be as easily served by having imported 
machinery as having machinery manufac- 
tured by a Canadian manufacturer. 
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Mr. Macdonald (Rosedale): So it will be 
simply, is it available in Canada? Subject 
to the element of judgment involved, if it is 
available in Canada remission will not be 
available. 


Mr. Dixon: Right. 


Mr. Macdonald (Rosedale): If it is not avail- 
able in Canada, you get the remission. 


Mr. Dixon: Right. 


Mr. Macdonald (Rosedale): Subject to the 
question of opinion. 


Mr. Corleti: Here is the type of thing that 
worries the importer, Mr. Macdonald; I refer 
you to Mr. McKennirey’s testimony before 
this Committee on January 17, page 285, 
where Mr. Clermont had inquired about the 
proper time to make an application for remis- 
sion. Mr. McKennirey replied: 


It would be preferable if he applied 
before, because if there were a possible 
Canadian source for the machinery he 
intended to buy, he could be advised of 
it, and might redirect his purchase, 
which would be in the interest of Canadi- 
an industry. 


I think the Canadian machinery manufactur- 
er, through his salesmen and_ technical 
experts, would know what was going on and 
the importer, when he reads this type of 
statement, might be inclined to say: ‘Well, is 
the Department of Industry becoming an 
agent for Canadian machinery manufactur- 
ers?” Why cannot the Canadian machinery 
manufacturer find out of his own volition 
that an industrial user wants a big piece of 
machinery and go after the business himself 
without intervention by the Department of 
Industry? This is the type of thing; it appears 
perhaps exaggerated, but who knows? _ 


Mr. Macdonald (Rosedale): Thank you, Mr. 
Chairman. 
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The Chairman: Next is Mr. Clermont, but 
perhaps he will yield for a supplementary 
question by Mr. More. 


Mr. More (Regina City): No, thank you. 


The Chairman: Mr. More has dropped his 
question. 


[Translation | 
You have the floor, Mr. Clermont. 
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Mr. Clermont: Mr. Chairman, the legal 
advisor of the group made some comments 
concerning the Review Board and he referred 
to a bill which is now in the Senate. 


It was mentioned in this bill that the deci- 
sion of the Minister of National Revenue was 
final. Had it been decided that a Review 
Board would exist before the Minister made a 
final decision? 


[English] 


Mr. Corlett: In answer to Mr. Clermont’s 
question, I was referring to Bill C-72, which 
was an Act to amend the Customs Tariff and 
which appeared before the Parliament of 
Canada in 1961. As envisaged by the govern- 
ment then, ‘“‘The decision of the Minister shall 
be final...” 


Mr. Lamberti: That is the quantity. What 
year was that bill? 


Mr. Corleti; The bill was introduced in the 
House of Commons on March 2, 1961 and it 
was late May or June by the time the bill got 
to the Senate. 


Mr. Lambert: It was on a narrow point. 
The restriction of appeal was on a narrow 
point; just the quantity determined if it was 
class or kind, as I recall it. 


. Mr. Corlett: But as the bill appeared in the 
House of Commons—in an endeavour to 
answer Mr. Clermont’s question—the decision 
of the Minister whether adequate facilities 
existed in Canada for the production of some 
custom-made article such as a power genera- 
tor, was to be final. In other words, there 
would be no subsequent appeal to the Tariff 
Board, or further on on a limited basis. This 
is what the Senate objected to and they 


returned the bill to the House of Commons 


with an amendment. They did not agree to 
the reference “The decision of the Minister 
shall be final...’? They substituted for that 
the words: 


Subject only to an appeal to the Tariff 
Board, the decision of which board shall 
be final, and in respect of which appeal 
the provisions of section 44 of the Cus- 
toms Act shall apply mutatis mutandis, 
the Minister shall decide the whole 
matter 


So the appeal I was mentioning would be 


‘subsequent to the Minister’s decision, but 


would stop with the Tariff Board. 
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[Translation] 


"Mr. Clermont: Here is my question. In the 
bill about which we were speaking, did a 


board of appeal exist, as was suggested in the 


case of machinery and equipment? I am 
alluding to tariff item number 42700-1. Had 
the existence of a board of appeal been fore- 
seen in that particular bill? 


The Chairman: In other words, was there a 
preliminary stage before the Minister’s final 
decision as contemplated by the machinery 
scheme?- : 


Mr. Corleti: I am sorry, Mr. Chairman, I 
did not follow that. | 


The Chairman: Mr. Clermont is asking 
whether this bill, which was the subject of 
this controversy in the Senate, contemplated 
a preliminary stage of review before the Min- 
ister made a final decision as is contemplated 
by the proposed machinery program. 


Mr. Corlett: No, Mr. Chairman; this is 
something that would have been decided by 
the departmental officers of the Department 
of National Revenue. There was no intermedi- 
ate board as is contemplated here. The Minis- 
ter would make his decision. 


[Translation] 


Mr. Clermont: In the present case, where 
we are discussing machinery and equipment, 
does your association believe that there exists 
no better protection? 

You have an advisory board which is con- 
stituted of four senior officials representing 
four different departments. Moreover, it com- 
prises a chairman who comes from the exteri- 
or. If the decision handed down by this Com- 
mittee does not receive the approval of one or 
the other parties involved, it would be possi- 
ble for an appeal to be brought before the 
Revision Board, which is composed of three 
members chosen from private industry and 
whose chairman should be a person in no way 
connected with industry. Are you not receiv- 
ing the benefit of better protection thanks to 
the recommendation of the Minister of Indus- 
try with regard to Item 42700-1, i.e., in con- 
nection with availability of machinery and 
equipment in Canada? 


[English] 

Mr. Corlett: No, Mr. Clermont, we do not 
think so, because in the 1961 bill the Tariff 
Board would have the legal power to overrule 
the Minister up to a point. It is our contention 
that in the case of the advisory board contem- 
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plated in this new machinery deal and the 
review board in the machinery tariff item, 
since they are both being constituted under 
the authority of the Department of Industry 
Act they can be nothing more than advisory 
committees. They might advise against the 
Minister’s following a certain. course, but 
there is nothing in the law as I see it to 
prevent the Minister from going ahead with 
his original view as he wanted it. 


@ 1225 


The Chairman: Before you go on, Mr. Cor- 
let, if I may. interrupt, Mr. More wants to 
bring something to our attention. 


Mr. More (Regina City): Mr. Chairman, we 
are discussing a bill that never became law. I 
hope there is no misunderstanding. The bill 
of 1961 to which you referred died on the 
Order Paper. As I understand it you are 
arguing that the provisions in that bill are 
similar to the provisions that now will exist, 
that the Minister’s decision will be final and 
there is nothing to overrule that decision in 
the proposed legislation. Is that the point you 
are trying to make? 


Mr. Corleti: Mr. More, the point I was try- 
ing to make is that the same problem arose in 
1961, although an attempt was made to 
remedy it in a somewhat different way. Cus- 
tom-made articles of great value, machinery, 
power generators—I have seen reference to 
this in the debates in the House and the evi- 
dence before this Committee, but I was only 
attempting to answer one question that had 
been asked of me, that as the Senate agreed 
to it—I mean, I know and I hope I did not 
mislead the Committee into believing that 
this became law. 


Mr. More (Regina City): That is the point I 
wanted to clear up. 


Mr. Corlett: I was merely pointing out one 
method to which the Senate had agreed 
which was a method acceptable to the 
Canadian Importers’ Association who had 
made representations at that time. 


[Translation | 


The Chairman: Perhaps we could return 
the floor to Mr. Clermont. 


Mr. Clermont: I believe, Mr. Chairman, as 
one of the three representatives of the Asso- 
ciation mentioned, that occasions might arise 
where the Revision Board would have the 
power to recommend an exemption from 
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tariffs, while the Minister could decide other- 
wise. In my opinion, a Minister would be in a 
rather delicate situation should he have to 
reverse the decision of the Advisory Board. 
Referring to page 14 in the French version of 
the Minister’s statement to the House of 
Commons, I read the following: 


“When the Machinery and Equipment 
Review Board is of the opinion that 
remission should be granted in any case 
on which the Advisory Board had recom- 
mended to the contrary, the Minister of 
Industry would normally accept the Re- 
view Board’s findings and recommend 
remission to the Governor-in-Council.”’ 


[English] 
@ 1230 


Mr. Corleti: Mr. Clermont, I think we 
would have to agree that a reasonable Minis- 
ter would do just what you have suggested. 
But our point is that as the law would be 
administered, some future Minister in another 
decade or so might be much more unreasona- 
ble and could ignore his review and advisory 
boards and, as we see it, under the law there 
is nothing that could be done. The Minister’s 
decision would be final. 


[Translation] 


Mr. Clermont: You are suggesting, if I do 
not misunderstand, that the regulations and 
criteria should be included in a bill. Is this 
true? 


[English] 


Mr. Corlett: This would be preferable, but 
I recognize that it might not be easy. In fact, 
it might be impossible, because first the com- 
mittee is dealing with the Kennedy Round 
Agreement to which Canada is a party and 
Canada, I would think, would have to accept 
everything or reject it and, of course, we 
would not want the latter to happen. 


[Translation] 


Mr. Clermont: But even if it were included 
in a bill, Mr. Chairman, Parliament, which 
has supreme authority, could amend or modi- 
fy this bill by substituting other regulations 
or further criteria. 


The Chairman: Do you wish to ask a sup- 
plementary question? 


Mr. Clermont: Yes, Mr. Chairman. 


Mr. Noel: Mr. Chairman, we are dealing, I 
believe, with an exceptional case here. All 
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exceptional cases cannot be settled in one 
legislation, for it would then be an exception- 
al law. In my opinion, according to the 
proposal submitted by the Minister, the 
importer has sufficient protection because the 
obligation to go through the three phases 
exists. One must pass through the advisory 
board, through the revision board and finally 
through the Minister of Industry, who acts as 
arbiter. At each of these three phases, the 
Importers’ Association and the importer him- 
self has all the latitude required to reveal his 
point of view. In my opinion, a bill for excep- 
tional cases would be exceedingly dangerous. 
We have to keep a certain normal and rea- 
sonable latitude; and I believe we have to 
depend on the goodwill of those who consti- 
tute these consulting boards to arrive at a 
conclusion because, and I repeat, we are deal- 
ing with exceptional cases. I do not think in 
law we can settle exceptional cases. 


Mr. Lambert: Mr. Chairman, could I speci- 
fy something? Does Mr. Noél believe that the 
representatives of importers can address their 
representations or submit their case to the 
board which actually constitutes the third 
phase? 


Mr. 


Mr. Lambert: There is then the advisory 
poard..”. . 


Mr. 


Mr. Lambert: They can make representa- 
tions, is that not right? And then, if need be, 
they may seek the revision board. You are 
not going to tell me that the Cabinet, which 
has the last word on the revision of tariffs, 
will get direct representation from the Im- 
porters’ Association. 


Mr. Noél: No. The exemption would be 
recommended by the Governor in Council. 
You are dealing with a group of responsible 
persons. 


Noel: Provisionally, yes. 


Noel: And the revision board. 


Mr. Lambert: Yes, but you are speaking of 
the Cabinet and no one has the right to 
address anything directly to them. 


Mr. Noél: Agreed. However, in going 
through these various stages, documentation 
will be compiled establishing the exact pre- 
tentions of the parties involved. Because these 
are exceptional cases, I believe that each one 
is analyzed in good faith through all. this 
screening of the three or two instruments 
which will study them. 
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Mr. Lambert: As for the third stage, I fear 
that no other standard is used. 


The Chairman: In fact, I think there are 
four stages, because representations can also 
be made to the Minister. I. am thinking of the 
case of the Cabinet which creates difficulties 
as to the reception of representations. In fact, 
Mr. Lambert pointed out that it is impossible 
to make representations directly to the Minis- 
ter of Industry. Perhaps we should ask our 
witness to comment on your statement. 


@ 1235 


[English] 


Do you have any comments to make on the 
views expressed by Mr. Noel? 


Mr. Corleti: Mr. Noel made mention of the 
fact that what we were talking about repre- 
sented exceptional cases. Now, we do not sub- 
scribe to that view because it was stated 
somewhere in evidence that under this new 
tariff item 42700-1 imports will total over a 
year about $700 million. However, it is true 
that the Minister of Industry did mention in 
the House the various steps that could be 
taken. What concerns us is how active are 
these bodies going to be? Let me demon- 
strate my point by referring to statistics 
given by Mr. McKennirey to this Committee 
on January 17. At page 284 he indicated that 
the Department was receiving about 70 
applications a day for remission, which would 
be approximately 350 cases a week, and he 
indicated on page 285 that the deputy minis- 
ters, who are members of the Advisory Board,, 
are sitting about once a week. Assuming that. 
the Advisory Board sat for ten hours a day,, 
that would be 600 minutes, but if they had 
350 applications to consider it seems reasona- 
ble to assume that the Board cannot give 
much consideration to each application for 
remission. In answer to a question by Mr. 
Wahn at the top of page 286 Mr. McKennirey 
admitted that in effect the Board would have 
to rely on the officers and experts of the 
Department of Industry. He said: 


That is true. They would have to be guid- 
ed by the findings of the officials. 


But if the Board only meets once a week 
and they are running at the rate of about 350 
applications a week, I cannot see how busy 
officers of the Government at the rank of 
deputy minister could give too much thought 
to this. They have to rely on the officers of 
the Department, which leads me to ask why 
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do we have the Board at all? Why not let the 
Minister make the decision initially? 


[Translation] 


Mr. Clermont: Would you not have reason 
to fear the arbitrary decision of the Minister 
if he did not have this advisory board and 
this revision board, because all cases will not 
go before the revision board. Some will be 
quite clear whether the answer is “yes” or 
“no”, but otherwise the criterion established 
by the statement of the Minister with regard 
to availability will establish the criteria with 
regard to availability. On page 12 of the 
French version it says that it should be con- 
sidered as necessary in Canada if a manufac- 
turer wants to know if he can produce a 
machine, etcetera. I think Dr. Annis or the 
representatives of the Department of Trade 
and Commerce said that there would be many 
cases at this time where “yes” or “no” would 
be given as an answer and that would not 
come before the revision board or the adviso- 
ry board. 


[English] 

Mr. Corleti: I think that is true, Mr. Cler- 
mont. Using Mr. McKennirey’s statistics, he 
stated at page 284 that based on surveys they 
are running around 20,000 import entries per 
month which would come under this proposed 
tariff item 42700-1. He then subtracts these 
goods which have been ruled to be of a “class 
or kind made in Canada” because there 
would be no sense in such importers applying 
for a remission. There are certain group 
arrangements in connection with replacement 
parts; there is a so-called threshold of $500. 
So, by the time you subtract all of these you 
then come down to about 2,700 cases per 
month, which presumably might be the subject 
of an application for remission. It may be 
that many of these 2,700 cases will be cases 
where the Department will make a decision 
quite easily and nobody could quarrel with 
the accuracy of their decision. But I suspect, 
without knowing precisely because I have no 
way of knowing, that a fair number of the 
350 cases a week would be cases where good 
arguments could be presented either way. My 
point is that the Advisory Board, if it is only 
meeting once a week, cannot give serious 
consideration to that as a Board. You then 
mention, Mr. Clermont, the review board, the 
second agency suggested, and I refer you to 
Mr. McKennirey’s statement on page 288: 

The intention is that the review board 
would not be appointed at the outset. The 
expectation is there will be very few 
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appeals and therefore, I believe the Min- 
isters are planning to appoint a review 
board on an ad hoc basis to deal with 
appeals as and when they arise, pending 
some experience with this. 


In other words, the suggestion is that there 
will not be a single review board. The per- 
sonnel will be changing. 


[Translation] 


Mr. Clermoni: Mr. Chairman, in order to 
give others the opportunity to speak I am 
going to pass on to another question. I refer 
to page 6, clause 3. I would like to hear the 
opinions of the delegation with respect to this 
clause: 


A number of the tariff concessions 
made by Canada involve total reductions 
of only 23 per cent and it is proposed 
that the staging of the reductions be car- 
ried out by five annual reductions of one 
half of 1 per cent. 


Would a member of the delegation suggest to 
the government that instead of one half of 1 
per cent annually, the reduction start on Jan- 
uary 1, 1972, of a total of 24 per cent? Is it 
your opinion that the tariffs be reduced a 
complete 24 per cent as of January '1, 1968? 


[English] 


Mr. Corlett: This is what we had in mind, 
Mr. Clermont, and this information comes to 
us from importers. It is a matter involving 
administrative convenience to the importer, 
and perhaps additional cost, if the total 
reduction is only going to be 24 per cent 
over a four-year period involving five sepa- 
rate reductions of one-half of 1 per cent. In 
view of the statement made on June 29, the 
Government of Canada was empowered, if 
they wanted to, to make the reduction on 
January 1, 1968, and we are merely suggest- 
ing that these might be items where it would 
have been wise to have done it that way. It 
was merely a representation reflecting the 
thinking of certain importers on this particu- 
lar point. 


[Translation] 


Mr. Clermont: This is my last question, Mr. 
Chairman. On page three of the brief of the 
Association I note this reference to the Cana- 
da Economic Council: 


Canada has clearly reached a stage in 
its progress towards economic maturity 
which warrants a much closer look at the 
possible contributions which free trade 
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could make to productivity growth in 
various sectors of the economy. 


e@ 1245 


Do you think that our Canadian industry of 
equipment and machinery can meet foreign 
competition for equipment and machinery? I 
see in the brief which was distributed to us 
by the Machinery & Equipment Manufactur- 
ers’ Association that their exports in 1966 
amounted to $15,912 and their sales on the 
domestic market amounted to $294,669. I also 
note in their brief that this industry employs 
more than 15,000 people in Canada. If the 
tariff were lower in the United States for the 
export of our machinery and equipment pro- 
duced in Canada, could our manufacturers 
face the competition which certain companies 
would give them on the American market? In 
fact, the cost of transportation weighs heavily 
in the establishment of the cost of production. 


[English] 


The Chairman: Gentlemen, would you care 
to comment on what Mr. Clermont has said? 
He is asking about the other side of the coin, 
so to speak, in the machinery field. 


Mr. Carr: Mr. Chairman, I am sorry but I 
missed some of his question through the 
translation switch. 


With respect to the latter part, we believe 
the Canadian community can compete 
through specialization and that they will be 
able to meet competition. We think that this 
is only one of the ways we can help some of 
the manufacturers to enlarge their possible 
customer line from the 20 million customer 
standpoint in Canada to whatever is available 
world-wide. 


Mr. Clermont: Mr. Chairman, in the mean- 
time if we allow our Canadian industry to 
improve their production and become auto- 
mated, what will happen to the employee who 
later is unemployed? We have to keep in 
mind that the consumer is a worker as well, 
and if he does not work his purchases will be 
less. Mr. Chairman, I think you also men- 
tioned that last week when you questioned 
some ideas which were presented by econo- 
mists, and so on. 


Mr. Dixon: Mr. Chairman, I would like to 
point out to Mr. Clermont that the govern- 
ment has readily seen that in the short term 
there will have to be a period of adjustment 
because of these lower tariffs and it has wise- 
ly made provision for such an adjustment. In 
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the long-term, however, the development of 
specialized industry in Canada, whether it be 
making machinery of the type that is not now 
made here, will automatically come forth 
with the implementation of these tariffs. 
There is every evidence within the medium 
and long-term that a reduction in tariffs will 
help industry in a country. 


Mr. Clermont: Mr. Dixon, in the case of a 
parent company, would you not be afraid 
that if they can sell more easily on the 
Canadian market, they may not be as inter- 
ested as before in having a Canadian plant? 


Mr. Dixon: This is possible, but this gives 
an opportunity to existing Canadians to de- 
velop a plant here that will make the product 
which is being imported. This is the whole 
concept of wider international trade. It sharp- 
ens everybody’s efficiency, creates speciali- 
zation, develops markets overseas and keeps 
prices down. Taking the broad view, the 
whole concept is one of encouragement. 


Mr. Clermont: I think everybody is inter- 
ested in lower prices, but we are also inter- 
ested in keeping people at work. 


Mr. Dixon: Mr. Clermont, I could not agree 
more. If people are not working they cannot 
buy anything no matter how cheap it is, but 
the strength of power, the strengthening of an 
industry, the economics of recent years in our 
view, rightly believes that a developing 
industry at home can be made and improved 
by the import of overseas products. There is 
every evidence to support it. 


Mr. Clermont: Yes, I was very surprised to 
find out that according to their export figures 
for 1966 the amount was only $15 million. 


Mr. Dixon: In machinery? 


Mr. Clermont: “Yes, 
equipment. 


machinery and 


Mr. Dixon: Exports? 
Mr. Clermont: Yes. 


The Chairman: We will be hearing this 
afternoon from the Machinery & Equipment 
Manufacturers’ Association of Canada and I 
would be surprised if they did not have a 
somewhat different point of view. Obviously, 
studies of this nature involve hearing from 
different interests and it is up to people like 
yourself to try to strike a reasonable balance 
in‘ the interest of the public at large. 
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Mr. Clermont: Mr. Chairman, my main rea- 
son for asking the question was to urge them 
to do this because I am sure they have the 
experience as they are importing equipment 
and machinery. 


_ The Chairman: I am not sure whether we 
should ask this group if a preponderance of 
their membership is in the machinery field. 


Mr. Dixon: No, Mr. Chairman, our mem- 
bers cover every aspect of importing. We 
have a large number of machinery importing 
members who import every conceivable type 
and make of machine for every application, 
whether it be to make more machines or 
merely to make products. 


Mr. Lambert: Mr. Chairman, I have a sup- 
plementary. I was wondering whether Mr. 
Dixon has ever hard of the non-tariff barri- 
ers that exist in the legislative form—in the 
larger markets of Canada—the Buy American 
Act? 


Mr. Dixon: Yes. 


Mr. Lamberi: I do not care what you are 
doing with your tariff barriers, those are the 
things that kill you. 


Mr. Dixon: Yes, but— 


Mr. Lambert: 
Canada. 


We do not have those in 


Mr. Dixon: No, we do not. 


. Mr. Lambert: No. It is, shall we say, an 
importer’s heaven, outside of tariffs. Look at 
the U.K., France, Switzerland and various 
other countries, and at these non-tariff barri- 
ers, and you see why our machinery manu- 
facturers cannot export, no matter what the 
tariffs levels are. 


Mr. Dixon: That is true enough, Mr. Lam- 
bert. I certainly do not want to give the 
impression that there are no invisible barriers 
to trade here in Canada but there are not as 
many as in the instance you quoted and they 
do not come within the scope of this Commit- 
tee. However, the interpretation of the dump- 
ing duty, and so on, can be an invisible barri- 
er to trade and a very effective one indeed, 
believe me. 


The Chairman: I have no other names on 
my list and perhaps before we adjourn I 
could just raise one or two points. First of all, 
have you gentlemen ever taken steps to urge 
the interests you represent? In other words, 
have you urged your clients or parent compa- 
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nies in other countries to bring about greater 
access for Canadian goods in these countries? 


Mr. Dixon: Indeed, Mr. Chairman, we have 
members who manufacture in this country 
and who import finished parts into this coun- 
try. They encourage the purchase of Canadian 
secondary materials for manufacturing in 
overseas countries, which literally come back 
here to Canada as part of the finished vehicle. 
We have had no success whatsoever with the 
Department of National Revenue in seeking 
an adjustment because of Canadian content— 


The Chairman: That is not exactly what I 
meant. What I meant was this; has your 
association, through affiliated bodies, taken 
steps towards, for instance, the United States 
or the European Economic Community to pro- 
vide greater access for Canadian manufac- 
tured goods in those markets? 


Mr. Dixon: No, other than the general poli- 
cy of trade. We recognize that we can make 
certain things better in Canada than anybody 
else, just as other people can make certain 
other things better than we can. We encour- 
age international trade. We feel that it is the 
life blood of international trade and the 
community. 


The Chairman: I wonder if I could also 
take a minute to get some information from 
not only you, gentlemen, but perhaps from Dr. 
Annis as well, to contrast the proposed sys- 
tem with respect to the duty-free import of 
machinery with the present class or kind 
system. 

First of all, what is the statutory basis of 
the present system? 


Dr. Annis: The statutory basis of the pres- 
ent system or, at any rate, the system which 
prevailed until January 1 of this year... 


The Chairman: That is what I meant. 


Dr. Annis: ...is set out in the customs 
tariff. There are or were 18 tariff items which 
are being struck out of the tariff by the Reso- 
lution before the Committee. Most of those 
items relating to machinery, other than some 
kinds that are dealt with on an eo nomine 
basis, contained double provisions providing 
for one rate of duty—a lower rate of duty—in 
respect of goods determined by the Depart- 
ment of National Revenue to be of a class or 
kind not made in Canada whose rate was 
normally, 74 per cent and a higher rate of 
duty, usually 224 per cent, in respect of 
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machinery ruled to be of a class or kind made 
in Canada. Those items disappear. 


The Chairman: If., I may just stop you 
there. In other words, the basic structure is 
the items in the Canadian Customs Tariff? 


Dr. Annis: Yes, sir. 


- The Chairman: What criteria, if any, are 
there in this or in any other Canadian law 
with respect to definitions of “made” or “not 
made’? 


Dr. Annis: There is no definition in the 
Customs Tariff items. There is in the pream- 
ble, if one might use that term, to the Cus- 
toms Tariff a rule empowering the Governor 
in Council to determine to lay down criteria. 
Pursuant to that authority an Order in Coun- 
cil was passed many years ago which sets out 
the basic provision that goods shall not be 
deemed to be of a class or kind made in 
Canada unless Canadian production is suffi- 
cient to supply 10 per cent of the normal 
Canadian consumption. 


The Chairman: But beyond that there is no 
detailed code of rules for defining—I am talk- 
ing about statutory rules and not administra- 
tive decisions—what “made” or “not made” 
means? 


_ Dr. Annis: You are correct, sir. 


Mr. Corlett: That is quite correct, Mr. 
Chairman, but then, of course, as the class or 
kind criterion appears in these two tariff 
items! referred. to'obyi Dr. «Annis, ‘this; " of 
course, allowed the Tariff Board to have 
jurisdiction over this issue. 


The Chairman: I was going to get to that, 
but it appeared to me there is no more of a 
precise definition in the statutes—any stat- 
ute—for “made” or ‘not made” than there is 
for “public interest” or “availability”. I am 
talking about the statute. There is no quarrel 
with that suggestion. Therefore, ‘“‘made”’ or 
“not made” is subject, first of all, to adminis- 
trative interpretation within the department 
before it gets to the Tariff Board, and until 
the Tariff Board comes into play the whole 
procedure is completely administrative. Your 
members go to the department where a study 
is made. It goes through various administra- 
tive stages and then, finally, the Tariff Board 
comes into play. 

: I would like to ask something with respect 
to the Tariff Board. Perhaps I should know 
this but it will serve to refresh our memories. 
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Are the decisions by the Tariff Board on the 
meaning of “made” or “not made” absolutely 
binding on the Minister or the Governor in 
Council? Perhaps Dr. Annis could answer my 
question. : 


Dr. Annis: The decisions of the Tariff Board 
are binding upon the Department of National 
Revenue which administers the customs tariff. 
Decisions of the Tariff Board are final with 
respect to questions of fact. Questions which 
are determined to be questions of law are 
subject to appeal to the Exchequer Court, and 
from the Exchequer Court they go to the Su- 
preme Court of Canada. 


The Chairman: I was interested in. deter- 
mining to what extent the rulings of the 
Tariff Board in this area are themselves 
merely advisory or such that the Minister or 
the Governor in Council is bound to follow 
them. 


Mr. Corleit: The Tariff Board, of course, is. 
a court of record and the Department of Na- 
tional Revenue would have to follow a deci- 
sion of the Tariff Board on the matter of 
tariff classification or valuation. 


The Chairman: The Tariff Board, of course, 
will still maintain its present or previously 
existing jurisdiction on whether an item will 
fall under 42700-1 or some other item? 


Mr. Corlett: But they will lose, of course, 
this matter of class or kind determination 
because that has been eliminated from the 
new tariff item. 


The Chairman: Yes, but is it not correct, as 
one of the Members has suggested, that Par- 
liament at any time could change this system 
and if a similar system to that of the present- 
ly existing one were used to administer 42700 
and it was written into a statute, would this 
not mean that a future Parliament, on the 
recommendation of another government, 
would or could change it? One Parliament 
eannot bind another. 


Mr. Corlett: No. 


The Chairman: There is no question about 
that. 


Mr. Corlett: No. If there is some statutory 
provision I would certainly agree with that. 
However, coming back to the two boards— 
the Advisory Board and the Review Board—I 
have not seen the Orders in Council because 
as you know, they are published in a special 
issue of the Canada Gazette, which comes out 
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bi-monthly, but I would be very interested in 
knowing whether the Advisory Board was 
created by virtue of an Order in Council and 
if so, presumably it will be published in the 
Canada Gazette? I have not seen it to date. 


The Chairman: J think you have raised a 
very interesting point, and one which we 
want to pursue. Mr. McKennirey may be able 
to tell us. 
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Mr. McKennirey: Mr. Chairman, the Ma- 
chinery and Equipment Advisory Board was 
established by Order in Council in December 
although I do not have the exact date. The 
Order in Council established the membership 
and the terms of reference of the board and it 
provided a definition of “availability” and an 
explanation of what is meant by “public 
interest’’. 


_ The Chairman: I think it would be very 
helpful, Mr. McKennirey, to the Committee if 
you could provide us with copies of the Order 
in Council as soon as possible. We, of course, 
can get them from the usual source, the 
record-keeping offices, but perhaps you could 
get some copies made and have them for us 
this afternoon, because I am sure we will 
continue to refer to this matter as we contin- 
ue with our proceedings. 


Tell me, gentlemen, what percentage of the 
applications involving “class or kind” rulings 
end up with the Tariff Board? 


Mr. Corlett: I anticipated that you might 
ask that question, Mr. Chairman. 


The Chairman: I am glad I asked it, or you 
would have done your work for nothing. 


Mr. Corleti: The Tariff Board, as you 
know, was revived in 1949. The present 
Board was created in 1931, but during the 
period of the war it was dormant. In 1949 the 
Board introduced another idea which I think 
certainly appealed to importers, they gave 
written reasons. From 1949 to date, give or 
take a few years, I calculate there were about 
18 or 20 “class or kind’”’ appeals where the 
matter in dispute was whether or not the 
imported item was dutiable under item 427 or 
427A, which necessitated the Tariff Board 
making a decision on “class or kind’’. 


The Chairman: Perhaps Dr. Annis could 
tell us approximately the volume of work 
done by the Department of National Revenue 
in this field? 
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- Dr. Annis: I am afraid I could not, sir, but 
there is one other point on which I might ask 
a question of Mr. Corlett. I think the figure 
that he has given of 18 or 20 certainly sounds 
to me to be reasonable with respect to the 
“class or kind” cases which went to and were 
heard by the Tariff Board and resulted in 
decisions. The only point I would add is that 
at one stage, which ended about four years 
ago, with regard to one or two very impor- 
tant questions—one relating to power shovels 
and one, I think, relating to newsprint 
machines—appeals were carried from the 
Tariff Board to the Exchequer Court, and in 
one case to the Supreme Court. During that 
period a very large number of cases, or 
potential cases, were before the Board and 
were not heard individually. However, if one 
added those cases where the outcome depend- 
ed upon the decision, as in the power shovel 
case you would in fact have a very much 
larger number of cases which in that sense at 
least were before the Board. 


The Chairman: Were they in the power 
shovel category? 


Dr. Annis: They were in the power shovel 
category in the sense that the outcome pre- 
sumably would turn upon a determination of 
the same kind of issue. The primary issue 
was whether the Department of National 
Revenue, in making “class or kind” rulings, 
should deal with narrow classes or broader 
classes. This was the fundamental issue. 


The Chairman: I really was trying to deter- 
mine whether, as a matter of practice under 
the previously existing system, the Tariff 
Board entered into the average application 
for this type of determination or ruling, and, 
as a matter of fact, was this not done as an 
administrative procedure within the Depart- 
ment of National Revenue in 90 or 95 per cent 
of the cases? I gather from comments made 
here today and during our earlier hearings 
that under this procedure it will be basically 
administrative, as before. In this sense will 
you not be faced with the same situation you 
were faced with previously, although admit- 
tedly without the final safety valve of the 
Tariff Board which, in any event, came into 
play very seldom? 
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In other words, if one of your members 
wants a “class or kind” ruling, you do not 
start out by filing a writ in some court and 
going on from there. You start with the De- 
partment of National Revenue, whose officers 
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determine these things in an administrative 
way—in sort of an ad hoc way—and in only 
very exceptional cases does the Tariff Board 
come into it. 


Mr. Corlett: That is quite correct, Mr. 
Chairman. By far the greatest portion—you 
mentioned 90 per cent but I think it might 
even be higher—of the decisions made to date 
by the Department of National Revenue on 
these machinery items never got beyond the 
department. 


The Chairman: I just wanted to get that 
clear inasmuch as some people who have just 
recently come to the study of this matter 
might think there had been a drastic change 
from what had gone on previously. They 
might have thought you fellows went immedi- 
ately to some court-like board and it went 
through from there, where in actual fact it 
was just the reverse. 


I have one final question. Do any of your 
members have any experience to report to 
date with respect to the machinery program? 


Mr. Dixon: There is concern, and there is 
worry that there is going to be a delay. The 
chief lecturer in Toronto says that the De- 
partment of Industry is working very well 
with him and that they have no problems at 
all. This is not the view of all the members 
concerned. 


The Chairman: Do you have any document- 
ed cases of difficulties to bring to our 
attention? 


Mr. Dixon: No; I have not had a chance to 
do that, Mr. Chairman. But it is going to be a 
problem. There will be a _ backlog very 
shortly. . 


The Chairman: Are there any further ques- 
tions, especially since we want to ask these 
witnesses to come back this afternoon? Mr. 
Gilbert? 


Mr. Gilbert: I have just one short question. 


The Chairman: Possibly we could remain 
for a moment. 


Mr. Gilbert: It is on this argument that 
Canada still remains a high tariff country. 

Mr. Corlett said that a significant number 
of items were not negotiated. He gave one 
short example of coffee with cream, or some- 
thing like that. Could he give us a few more? 


Mr. Corlett: 
negotiated? 
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Mr. Gilbert: Yes, that is right. I suppose 
there are many agricultural products. . 


Mr. Corleti: No, sir. I have here a number 
of items which I picked at random, Mr. 
Chairman. The list is not exhaustive. These 
percentages are at the MFN level and pre- 
sumably there might be a British preference. 
Tariff Item 800-1, canned pork, 25 per cent; I 
mentioned 4400-1, condensed coffee with milk, 
MFN 35 per cent; advertising and printed 
matter, Tariff Item 17800-1, a minimum MFN 
tariff of 25 per cent; marble, not otherwise 
provided for, under Tariff Item 31700-1, a 
GATT MEN rate of 25 per cent. There are 
about 35 or so that I picked at random. 


Mr. Gray: I think Dr. Annis wishes to help 
to answer this question. 


Dr. Annis: There is one comment that I 
might make. Much the same thing could be 
applied to the later items that were men- 
tioned, or to some of them. I would think that 
the rates quoted by Mr. Corlett are correct. If 
I may comment on the one that was referred 
to twice, condensed coffee with milk, it is 
perfectly true that the MFN rate on that item 
is 35 per cent and that it was not changed in 
the Kennedy Round. Possibly it could, and 
should, have been included. One reason that 
it was not was that the item is so insignificant 
that it was not worth negotiating. No one was 
interested in paying for it. 
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If one looks at the important coffee items 
the picture emerges quite differently. This is 
worth mentioning lest someone get the 
impression that the 35 per cent on condensed 
coffee with milk is representative. As I say, 
that is an insignificant item. But our coffee 
imports are very great indeed. There are two 
important items that were involved in the 
negotiations. One relates to green coffee, the 
imports of which are of the order of $40 
million odd. On that the present MFN rate is 
2 cents a pound, which is equivalent to about 
4.5 per cent. That item is going to free under 
the Kennedy Round. In fact, it has gone to 
free. It was done in one step as of January 
Ist. 
~ There are other two coffee items that are 
important. The second one is roasted coffee, 
that is, as we would get it in a can, roasted. 
The present MFN rate is 4 cents a pound, 
which is equivalent to about 4.7 per cent ad 
valorem. On that item there is a 50 per cent 
cut. In other words, it goes from 4.7 to about 
2.3. cf 
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The third important item relates to instant 
coffee. There is no change in that in the Ken- 
nedy Round, but the ad valorem equivalent 
of the present specific duty is in fact already 
very low, of the order of about 5 per cent. I 
have not got an exact figure here. 


My point is that if one looks at the coffee 
item counts, the highest rate that will exist 
after the Kennedy Round comes fully into 
effect will be of the order of 5 per cent; and 
the two more important ones are either free 
or equivalent to 2.2 per cent. 


.. My only point is that although the 35 per 
cent rate exists it is not representative. The 
rate counts are of the order of 0 to 5 per cent. 


Mr. Corleti: I see Dr. Annis’ point, but to 
re-establish my own credibility I refer him to 
Tariff Item 56830-1, gloves and mitts of all 
kinds—25 per cent. 


Dr. Annis: Yes. There are some. I have no 
quarrel on that at all. In fact, you referred to 
the matter in your second statement and, I 
agree with what you said, Mr. Corlett. 


The Chairman: Mr. Gilbert, have you any 
further questions? 


Mr. Gilbert: It is getting very late, and I 
am just going to ask Dr. Annis a question. 


The point that they raised about a spread 
of .5 per cent on items amounting to 2.5 per 
cent over a five-year period was a good one. 
Why has the government not taken the initia- 
tive and cleared them off all at once rather 
than spreading it over a five-year period? 


The Chairman: Would you care to comment 
on that, or is that a policy matter which may 
create some difficulty for you? 


Dr. Annis: It does involve policy, but I 
think that I can make a comment which will 
be within my proper field. Whether or not, on 
items of this sort, the reductions should be 
accelerated was a policy decision. It was a 
policy matter which was considered by the 
government. The Minister of Finance had a 
number of representations which he consid- 
ered and the policy decisions are reflected in 
the resolutions as they were introduced into 
Parliament and as they are before this 
Committee. 


In some cases the government did decide to 
move, in a single step, over a considerable 
area in this group of items. It decided to 
stage even these relatively small reductions of 
2.5 percentage points, and although there may 
be some argument for moving more quickly 
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there are some rather important considera- 
tions which justify that decision. A good 
many of the items are affected, and the items 
which fall under this category are rather sen- 
sitive ones. A considerable number of them 
relate to important items in the textile and 
clothing field. I am quite sure that if Canadi- 
an reductions in this area on cotton fabrics, 
for example, on cotton clothing, on clothing 
and man-made fibres, had been reduced in a 
single step when there was no obligation to 
do so, and against the background of our 
trading partners staging their concessions, I 
am sure that the government would have 
been criticized for it and it seems to me that 
the critics would have been able to put for- 
ward some very strong argument. 


Mr. Gilberi: Thank you, Dr. Annis. 


The Chairman: Gentlemen, I think we have 
completed our questioning. I would like to 
thank the representatives of the Canadian 
Importers’ Association for presenting to us a 
most stimulating point of view. I am sure it 
will help us in our review of this important 
matter. Thank you very much. 


We are now adjourned until 3:30 this after- 
noon, or as soon as practical after the Orders 
of the Day, at which time we will hear from 
the Machinery and Equipment Manufacturers’ 
Association of Canada. 
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‘The Chairman: Gentlemen, I think that we 
can begin on an unofficial basis, at least for 
the moment. As you know, our witnesses this 
afternoon are here on behalf of the Machi- 
nery and Equipment Manufacturers’ Associa- 
tion of Canada, and I believe we have with 
us today Mr. J. P. Finnigan, President of the 
Machinery and Equipment Manufacturers’ 
Association of Canada, and he is accompanied 
by Mr. H. J. A. Chambers, Past President, Mr. 
G. D. Lewis, Vice-President, Mr. H. D. Allan, 
Vice-President, and Mr. Hugh Crombie, Gen- 
eral Manager of the Association. I would 
invite Mr. Finnigan at this time to present the 
brief to us, and he will do so in the usual 
way, Summarizing it briefly, following which 
we will ask for comments from the officials 
and then go on through a discussion and 
exchange of questions and comments. Mr. 
Finnigan? 


Mr. Finnigan (President, 


Machinery and 
Equipment Manufacturers’ 
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Canada): Thank you, Mr. Chairman. My col- 


leagues and I, although somewhat apprehen-. 


sive, appreciate very much this opportunity 
to appear before your Committee. Circum- 
stances obliged us to prepare and send you 
our brief somewhat hurriedly and without 
revision, and it. may not be as clear as it 
could be, but I know we. can rely on the 


questions which you and your Committee will 


ask to clear up any obscurity, and allow us to 
show things as they really are, and not how 
they are perhaps assumed to be in the ma- 
chinery manufacturing industry in Canada. 
Copies of our brief have been provided in 
French as well as in English, although I 
regret there was some delay in delivering the 
French version. 


To understand the machinery and equip- 
ment manufacturing industry in Canada it is 
important to know what it is composed of. 
With this in mind, I would like to enlarge a 
little on the introduction of our delegation 
that you so courteously performed. Mr. 
Chambers’ company is a wholly-owned 
Canadian one; Mr. Lewis’ company is an old 
established Canadian heavy machinery manu- 
facturer now wholly-owned by another 
Canadian company. which in turn is controlled 
by a large American company; and my own 


company is a wholly-owned subsidiary of a 


United States company. The three of us 
represent somewhat of a cross-section of our 
industry, and among us we hope to be able to 
comment on different aspects of your ques- 
tions. The fourth member of our delegation, 
Mr. Crombie, is the general manager of the 
association, and is not connected with any one 
manufacturer. 


Our brief states our opinions. Many of our 
members are both importers of machinery for 
re-sale as well as manufacturers of machinery 
in Canada, and we believe we are in an 
exceptional position to assess in this matter 
the relative advantages to the Canadian 
economy of manufacturing rather’ than 
importing machinery, and what the practical 
effect of the Kennedy Round and the Machin- 
ery Plan changes will mean. You suggested, 
sir, that I summarize the brief and this I can 
do, or I have prepared some notes as an 
aide-mémoire on certain parts of this matter 
that keep recurring for discussion, such as 
the way we see the Kennedy Round, the 
effect of the tariff on the price to industry of 
machinery, competition, duty on all importa- 
tions, exports, specialization, and so forth, 
and we could discuss these or answer your 
questions. 
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_ The Vice- Chairman: Thank you vee much, 
Mr. Finnigan. Dr. Annis, are you willing to 
make any statement? 


Dr. Annis: Actually not, Mr. Chairman; I 
do not think that there is anything in this on 
which it would be really useful for me to 
comment, unless and until some question of 
fact arises to which I might be able to 
eontribute. 


The Vice-Chairman: Any representative of 
the Trade Department? 


Mr. Porter: I have no comment. 


The Vice-Chairman: No comment? From 
the Department of Industry? 


Mr. McKennirey: No 
Chairman. 


comment, Mr. 


- The Vice-Chairman: We will now open the 
meeting for questions. 


Mr. Gilbert: Mr. Chairman, we came in 
late. Have you summarized your points? I do 
not know. 


Mr. Finnigan: No I asked whether you 
would like us or wish us to deal with certain 
subjects such as the effect of the Kennedy 
Round as we see it. This was on the under- 
standing that perhaps you had seen the brief, 
and it was not necessary to go over it again. 


The Vice-Chairman: I am sorry. What are 
the intentions of the members of the Commit- 
tee? Do you want to hear a summary of the 
brief? 


Mr. Monteith: Yes, perhaps Mr. Finnigan 
could give us a summary of the brief. 


~ The Vice-Chairman: Is that the intention of 
Committee members? 


An hon. Member: Yes. 


The Vice-Chairman: A summary of the 
brief, not the whole thing. 


Mr. Finnigan: The first part of the brief 
tries to let you know that we are quite con- 
eerned about the Kennedy Round Tariff 
Agreements and the Machinery Plan that is 
attached to them, and their effect in. the 
future on the machinery manufacturing 
industry of Canada. We make special mention 
that in introducing the legislation to the 
House the Minister mentioned that about 60 
per cent of the machinery imports which will 
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be covered by 42700-1 were ruled as being of 
a class or kind not made in Canada. In 1966 
the figure was closer to 65 per cent. It was 
stated that this pattern will remain relatively 
stable. 


When you think of it, this is a rather 
extraordinary statement and one that proba- 
bly would cause a great disturbance if it were 
made, say, in the Congress of the United 
States or in the Houses of Parliament in Eng- 
land. So, taking this statement and a further 
one saying that the average duty on machin- 
ery is not to exceed 9 per cent very briefly 
it appears to add up to the fact that we are not 
going to be any better off than we have been 
and we are, perhaps, not likely to have 
improved our situation at all. 


The plan and the reduction in tariff have 
been presented as though they were really 
very favourable to industry in Canada but so 
far we are unable to see it. The content of the 
package does not match the gift wrapping. 
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The Minister also indicated that the reduc- 
tions in machinery tariffs, which are what 
concern us, were used to pay for the tariff 
concessions granted by our trading partners 
on other materials that do not concern our 
industry. Again Canada, very generously with 
regard to machinery, made the full tariff 
reduction as from January 1, 1968. The other 
parties to the Kennedy Round are going to 
make their reductions over a five-year period. 


We have quite an active export committee 
in our Association and it was charged at the 
time all this was announced to look into these 
tariff reductions by other countries and find 
the benefits to us, the machinery manufactur- 
ers in Canada. They do say that after a few 
years here and there there might be some 
benefit whereas there is no doubt whatsoever 
of the benefits to importers of machinery to 
Canada as regards export we do not get here. 


Now, when thinking about our industry 
surely the great and important point is to put 
the Canadian industry in some _ situation 
whereby its costs will improve. This really 
does not appear to have been accomplished 
relatively. You know, there is a misunder- 
standing sometimes about the tariff on machi- 
nery. Up to now when machinery has been 
declared class or kind made in Canada, the 
duty has been applied to 224 per cent to 
imported material. What does not appear to 
be realized is that the Canadian manufacturer 
very often imports a great deal of material 
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and he immediately pays that same duty rate. 
Sometimes it is said that when machinery is 
made in Canada, why, the price goes up. The 
cost to the manufacturer in Canada, of 
course, has gone up. 


As I pointed out earlier many of our compa- 
nies are subsidiary companies. When we start 
making machinery in Canada we rely heavily 
on our parent company and at the beginning 
we import quite a great deal until we learn 
how to make these different parts, so in many 
cases we are paying practically the same 
amount of duty as the importer. 


We eventually get into manufacturing but 
not everything is available in Canada and this 
is part of our cost. Some people think when 
duty is applied that the Canadian manufac- 
turer somehow rather obtains a profit there- 
by, but this is not so. In both cases the gov- 
ernment receives revenue, from the importer 
and a considerable amount from the manufac- 
turer until the manufacturer in Canada 
reaches a point where prices can come down. 
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It is also not generally known—speaking 
again for subsidiaries of United States con- 
cerns which comprise the largest part of our 
Association—that practically everything we 
manufacture and sell in Canada is sold at the 
same price as, and in some cases less then, it 
is sold in the United States. There is no con- 
sideration of duty in it at all. In other words, 
if they are selling machinery in the States for 
$100 we sell it here for $108 Canadian. 

Now this, as I say, was not too well known 
even in the department concerned at the time 
we brought up this point some time ago. So 
we got our membership which made practi- 
cally the same machines in Canada as they do 
in the United States to send both their United 
States price lists and their Canadian price 
lists to the department, and I think if you 
inquire you will find this is true. 

The point I am talking around is that some 
of us have to import materials no matter how 
much manufacturing effort we achieve and 
we pay duty, as I said—the same duty as the 
imported machine pays say on parts but we 
also buy materials of different kinds and it so 
happens that this hits the purely Canadian 
manufacturer who is not.a subsidiary a little 
harder than it hits the subsidiary. I will ask 
Mr. Chambers who is in this situation to 
carry the ball for a minute or two on that 
point. 
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Mr. H. J. A. Chambers (Past President, Ma- 
chinery and Equipment Manufacturers’ As- 
sociation of Canada): Mr. Chairman and gen- 
tlemen, as Canadian manufacturers we have 
been concerned about the economies that it 
appears some people are of the opinion can 
immediately be made because the duty on 
machinery and equipment coming into Cana- 
da has been reduced. In our discussions with 
the Department of Industry we pointed out 
that there were a number of items of raw 
materials in which the duty was in excess of 
that applicable on the machines coming in. It 
was our hope that at least they would be 
brought down to the level that applied to the 
machines on which we would be using them. 


You would be surprised how many of these 
items cost more to the Canadian manufactur- 
er than the duty applicable on the machine 
itself. 


In my own particular industry we have a 
number of items that carry 20 per cent duty, 
even though the finished product will carry 
15 per cent under the Kennedy Round. It has 
been suggested that these duties are to be 
reduced under the Kennedy Round, and that 
this will be over a period of some four years. 
Twenty per cent items will be reduced, in 
some cases, to 173 per cent, so that even at 
the end of four years we will still be at a 
disadvantage of 24 per cent on that raw 
material. 

In the meantime, the products, if imported, 
are coming into Canada simply on the 
application of 15 per cent or, in some cases, 
on the total remission of duty, on the basis 
that these products have been deemed either 
not available in Canada, or, because of the 
public interest, it seemed desirable to grant 
remission of duty. 

Now, to the extent that this applies, our 
productivity—our cost of production—is 
impaired. We have instances of material that 
is not made in Canada, but because it is 
deemed to be of a class and kind of material 
that may be made in Canada a 20 per cent 
duty still applies. 
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Again, those products in which that same 
material is used in the United States comes 
in here now under the Kennedy Round 
immediately at 15 per cent. 

I do not know, Mr. Chairman, whether you 
wish me to add a little to what our chairman 
has said, but there was a terrific discussion 
this morning on what is Known as the public 
interest. 
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Primarily, Mr. Chairman, we are dealing 
with Canada’s nationhood. If we wish Canada 
to be a sovereign nation, if we wish to have 
independence, if we wish to have nationhood, 
there are certain things that we must have in 
Canada regardless of importers or any other 
considerations that may arise. 


It happens that in our manual, which has 
recently been published, we appear to have 
been clever enough to define what we believe 
to be the public interest. It may be at some 
variance with what other representations to 
this Committee may offer, but we suggest 
that an increase in the volume of domestic 
manufacture of industrial machinery and 
equipment is in the public interest. We sug- 
gest, too, that it is in the public interest 
because it provides Canadian primary indus- 
try, particularly raw material producers, with 
a reliable domestic market. It also provides 
Canadian primary and secondary industries 
with an assured source of machinery and 
equipment. 


Those of us who lived through the Second 
World War will realize that there were times 
when the sources of manufacturing equip- 
ment were at hazard because other nations 
needed them more than we did. 


It also increases job opportunities. At the 
present time we provide work for some 15 
million people, and under normal growth this 
number would have been much greater than 
presently applies. 


Besides all this, in the public interest we 
feel that it contributes to the greater process- 
ing of Canadian raw materials in Canada, 
and, also—and I think this is important to all 
of us, Mr. Chairman—it strengthens Canada’s 
ability to compete in export markets. If we 
have to depend entirely on the importation of 
the means to manufacture our raw materials 
into finished product we are at the mercy of 
any country that wishes us not to do this. 


This, Mr. Chairman, is my feeling, as 
representing a Canadian company. 


Mr. McLean (Charlotte): Did you say that 
you employ 50 million people? 


The Vice-Chairman: Fifteen thousand. 


Mr. Chambers: Fifteen thousand; I am sor- 
ry, Mr. Chairman. 


[Translation] 


The Vice-Chairman: One moment, Mr. 
Noél. Have you a comment to make before he 
finishes his remarks? After? Thank you. 
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Dr. Annis, would you care to make any 
comment? 


Mr. Finnigan: I am afraid we have been 
enlarging rather than summarizing. The sub- 
ject is very dear to our hearts. 


e 1620 
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We have covered the first three matters of 
concern in our brief. 


The fourth is the possible effect of the 
removal of the automatic application of anti- 
dumping duty. This is a very real problem to 
us. Fifth, we want to point out once again 
that in capital terms we are largely a United 
States subsidiary. 


If you consider the disposition made in the 
Kennedy Round, that machinery available in 
Canada will pay 15 per cent and that machin- 
ery not available in Canada will pay no 
duty, imagine, if you can, the position of the 
manager of a subsidiary of a United States 
manufacturing company in Canada. 


Most of us import what we do not make 
and sell it; and, of course, we make what we 
do make, and sell that, too. We are importing 
from our parent companies, largely, and sell- 
ing. As our plants develop, as our skills devel- 
op and as the market develops, we may see 
something that we could make here. We sug- 
gest to our parent company that this should 
be done. This requires a capital investment 
and some organization, and so forth, and they 
naturally say: “All right, what advantages are 
there if we make this in Canada, and what 
disadvantages are there if we do not make it 
in Canada?” We reply: If we make it in 
Canada now, everything in that line that we 
import from you will pay 15 per cent duty. 
Perhaps we will have an advantageous posi- 
tion in the Canadian market”’. 


Management, wherever it be in the United 
States or otherwise, says, “That is perfectly 
natural. But why? We are perfectly happy the 
way we are. We are shipping to Canada duty 
free. Why disturb something that suits us 
very well? However, if you made it in Cana- 
da, maybe you could supply something to us” 
Then you have to say: “Yes; and if we ship 
from Canada into the United States then you 
pay duty”. They say: ‘No, no; this is not 
business’’. 

Those are the points that concern us. We 
have listed the possible benefits to us. On 
certain materials that we import now, on 
which.we pay 224 per cent duty, we will now 
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pay 15 per cent. Some production machinery 
that we will import we will not pay any duty 
on at all, such as machine tools which are not 
available in Canada. 


However, when you look at the relative 
advantages of these kinds of things, they are 
quite small. Our business is the making and 
selling of machinery. The amount of capital 
investment we make is, of course, very much 
smaller. We believe—we do not know yet, 
because we have no proof—that we are going 
to be able to import, also duty free, certain 
parts deemed to be not available in Canada. 


Thirdly, as we mentioned earlier, there 
perhaps will be some export advantages for 
us when other countries get around to reduc- 
ing their tariff rates. In 1966 our association 
had sales in the amount of $311 million, of 
which $50 million were export. We expect our 
domestic sales to suffer from some of these 
new dispositions. We think it is going to be 
quite difficult to increase our exports to com- 
pensate and to increase our sales in general. 
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Maybe I could say something on export 
now. A large part of our export results from 
Canadian foreign aid plans under which 
machinery is brought in Canada, and this 
restricts purchasing to Canadian manufactur- 
ers. In the case of subsidiaries, a great num- 
ber of us at times ship machines, for exam- 
ple, that parent companies may require to be 
shipped because their production rate has not 
been high enough. However, for one reason 
or another, subsidiaries are not exporting a 
large amount of Canadian machinery, and it 
is doubtful if they ever will. When people 
talk about exports in this context sometimes 
they mean exports to the world and some- 
times they mean exports to the United 
States only. As far as exporting to the world 
is concerned, parent companies of most sub- 
sidiary machinery manufacturers have very 
highly efficient export departments in New 
York or like places. Parent companies have 
factories in different parts of the world and 
they have established plants in Canada large- 
ly for the Canadian market. As a result, it is 
not in the cards that there should be a great 
deal of export from Canada on the part of 
these companies. 


As a result of negotiations regarding 
exports to the United States, 600 or 700 mil- 
lion dollars worth of machinery is going to 
come from the United States into Canada 
duty free. But would it not have been a tre- 
mendous thing if we had negotiated that an 
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equivalent amount of Canadian machinery 
would enter the United States duty free? 


We hear talk of specializing in certain mod- 
els in Canada; the parent companies would be 
more than interested if these could be 
shipped duty free into the United States. At 
the moment all machinery that goes into the 
United States pays duty. In spite of what has 
been said about the great export advantages 
for Canada as a result of the Kennedy Round, 
we do not see it affecting machinery very 
much. 

Fourthly, the Kennedy Round was designed 
to stimulate world trade. It was thought that 
if world trade was stimulated other industries 
of Canada thereby would be stimulated and 
the machinery manufacturing industry would 
also be stimulated because they would 
require more machinery from us. 


The remarks I have made concern the first 
two parts of our brief, the matters that con- 
cern us and the advantages that may exist for 
us in the new disposition. 


The last part of our brief is taken up with 
recommendations. You already have heard a 
lot about the first recommendation, which 
revolves around the word “availability” and 
how it should be interpreted. It does not mat- 
ter much how it is defined, what matters is 
how these things are handled in practice. 
There is a big advantage for us in that up to 
this time there was a requirement that we 
and others had to prove that we were produc- 
ing at least 10 per cent of the domestic con- 
sumption of the article in order to be able to 
get it declared “made in Canada”. As we 
understand it now, if a manufacturer manu- 
facters a machine it is going to be deemed to 
be available in Canada. However, we are a 
little doubtful how it will be interpreted 
because we had such a difficult experience 
with “made” and ‘“‘not made”; you might say 
hairline decisions were being made. If some- 
body made a slightly different size of machine 
yours was “made” but his was “not made’, 
and this was most depressing to Canadian 
manufacturers. I know that some, having 
gone through the process at some period or 
other of trying to get something declared 
“made”, were discouraged. They felt it was 
easier to either import from their parent com- 
panies or other suppliers, or to manufacture 
and not bother to get it declared ‘‘made”’ or 
“not made’’. 


In respect of machinery produced in Cana- 
da we were asked in this form, to 

attach in duplicate standard catalogue 

material describing the machine in detail 
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including range of sizes and capacities, 
model variations, physical qualities and 
operating characteristics; and indicating 
accessories, attachments, and _ other 
optional equipment supplied. Indicate 
clearly models and sizes made in Canada. 


This to us—and we hope we are wrong 
—means we are right back to the hairline 
distinctions that were used, which will have a 
crippling effect on machinery manufacturers 
in Canada. 


Mr. Monteith: Mr. Chairman, may I inter- 
rupt to ask a question? 


The Vice-Chairman: Yes, Mr. Monteith. 


Mr. Monteith: Mr. Finnigan, is the paper 
you are reading from dated subsequent to 
January 1, 1968? 


Mr. Finnigan: This is dated September 11, 
1967. 


Mr. Monteith: Is that the form you were to 
answer in respect of “made” and “not made” 
after January 1, 1968? 


Mr. Finnigan: Yes. How this availability will 
be decided is of tremendous concern to us. We 
phrase it here in these words: “be such and 
be maintained to the benefit of Canadian In- 
dustry generally and be based upon Canadian 
capabilities, both for the present and the 
future and not be allowed to become a series 
of controversial and ad hoc decisions’’. 

As I mentioned, many of us are in the dual 
position of importer and manufacturer, and I 
can assure you that it was very easy to geta 
decision on ‘not made” and very difficult to 
get a decision on “made”, and we hoped that 
“availability” will not be that way in the 
future. 
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Our second point is: 


...that we can hopefully look forward to 
the time when reasonable duties are 
imposed on all machinery and equipment 
coming into Canada. 


Generally it is like throwing a bomb when 
this is mentioned. However, the duty paid on 
machinery is tax and tax should be spread 
around evenly. If it is required that an indus- 
try be supported—helped—then it can be 
subsidized. But the root cause of the fact that 
the machinery industry of Canada is still such 
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a weakling in a way—it is not what it should 
be—is this distinction between “made” and 
“not made” or “available” and “not availa- 
ble”, because there is an opportunity to get 
machinery imported duty free. 


This gives rise to a whole lot of specialists, 
you might say, who look for ways to get 
around these rulings. If we can go back and 
imagine this had not been introduced, I feel 
sure there would be a flourishing machinery 
industry in Canada today and we could be 
talking about duty rates of 7 per cent or 8 per 
cent or something like that, but so long as 
this distinction exists I am afraid you will 
have these endless discussions and tribunals 
and people deciding this, that and the other 
and, in the meantime, the man who would 
manufacture gets discouraged. 


Our next recommendation was: 


That action be directed to the discon- 
tinuation of “end-use” products and other 
tariff concessions. 


That is really much the same thing as before. 
If there were a blanket duty on machinery 
we would be able to get somewhere. 


Fourth: 


That the maintenance by our trading 
partners of artificial barriers which frus- 
trate the benefits anticipated from the 
Kennedy Round be deemed unacceptable 
to Canada. 


As was mentioned this morning, there are 
other ways and means of keeping imported 
products out of a country, or providing incen- 
tives to exporting into our country, that do 
not appear on the surface. There are quite a 
lot of those and in spite of what was said this 
morning, I do not think we enjoy any of 
those. We would rather not have them, but 
we do not want other people to have them, 
either. 


Our fifth recommendation is: 


That the tariffs on material and 
finished products be reduced to a level 
not in excess of that applicable on the 
products in which they can be used. 


I think Mr. Chambers has covered this quite 
fully. 


Our sixth recommendation in: 


That Government policies will be 
maintained which will support and 
extend the machinery manufacturing 
industry in Canada including a healthy 


industrial climate with the objective of 
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contributing towards the maintenance of 
a Canadian Sovereignty. 


Personally, I feel very deeply that Canada 
should have a proper and adequate machin- 
ery industry and also other comparable 
secondary industries. 


I spent 20 years in Latin America and I 
travelled in many of the countries and lived 
there, and I saw the effect on the economy of 
those who had opied for or had been persuad- 
ed to become raw material producers and had 
no secondary industry. I was worried about 
them then, and I am worried about them 
now. It just does not do to dedicate yourself 
entirely to producing raw materials; you end 
up with abandoned camps and rusty iron jun- 
gles, so far as I can see. 


It is bad in human terms as well as eco- 
nomic terms. What a country needs, I believe, 
is a balanced economy and a country like 
ours should be able to provide the basic 
machinery that it needs. 


seven: 

That “anti-dumping” regulations be 
administered to inhibit possible 
“dumping”’. 


What concerns us here is the prevention of 
dumping. We really are not concerned about 
fines being applied to people after machinery 
has been dumped. We have a certain reduc- 
tion here but it is not, of course, comparable 
to that of our nearest neighbour, the United 
States. There are many industrial giants in 
the United States; even one company can sell 
several times what all our industry in Canada 
makes and sells. 


When you consider that, you can realize 
that their end of production run from 
machines they want to get rid of, because 
they have a new model, if pushed into this 
country, could stop production on our part 
for a year or two. We have to keep on pro- 
ducing all the time; otherwise our costs go up 
and so on. 


So our concern is to prevent dumping. The 
anti-dumping law that we have had up to 
now with its automatic provision we found 
very good, in that it was respected. There 
were not many cases of actual anti-dumping 
being applied to machinery imports and this 
is fine. This proved that the law was working. 


We have read the Code backwards and for- 


wards and we cannot see that it will really be 
possible to do very much to prevent dumping. 


I am going to read from a circular put out 
by an association very like our own in anoth- 
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er country regarding the Kennedy Round and 
the ‘anti-dumping’. It says to their own 
manufacturers of machinery... 


Mr. More (Regina City): Will you identify 
the source of the circular? 


Mr. Finnigan: Need I? 


Mr. More (Regina City): It would be inter- 
esting to the Committee because we have to 
look at what... 


Mr. Finnigan: Well, it is the United States. 

Further, to the extent that companies 
have been hesitant to make price reduc- 
tions to maintain or improve their posi- 
tion in a particular foreign market for 
fear of dumping charges, they may now 
have more freedom to do so since penal- 
ties may not be invoked unless the 
foreign authorities find evidence of 
material injury as well as a finding of 
sales under the domestic price. 


This could be interpreted as a hint to go 
ahead and dump. 


Mr. More (Regina City): Is that a govern- 
ment release? 


Mr. Finnigan: No, this is an association like 
our own. 


Mr. Monteith: That is their interpretation 
of this new anti-dumping? 


Mr. Finnigan: Yes; it is what they say to 
their members. 
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Then our eighth recommendation for your 
consideration was that it might be possible to 
consider the introduction of special deprecia- 
tion allowances on Canadian-made equipment. 
Mr. Chambers, would you like to speak to 
that? I think you are more qualified than I. 


Mr. Chambers: Mr. Chairman, it is only 
that it is a point that has been raised several 
times. It is considered quite an _ effective 
device, but there appear to be difficulties in 
the administration inhibiting its adoption. 
That is really the only comment I can make. 
We, as an association, cannot see any par- 
ticular difficulty but it appears to present one 
to the administration in the Department of 
National Revenue in the matter of allowing a 
special depreciation for Canadian-made prod- 
ucts or equipment. 
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Mr. Finnigan: The ninth recommendation 
was: 


That devices be established for assist- 
ing Canadian machinery manufacturers 
to become, and be enabled to maintain 
themselves comparatively competitive. 


The Vice-Chairman: Have you finished Mr. 
Finnigan? 


Mr. Finnigan: Yes, Mr. Chairman. 


The Vice-Chairman: Before I give the floor 
to Mr. Monteith, have Dr. Annis or others 
from either the Department of Trade and 
Commerce or the Department of Industry any 
comments on the remarks presented to this 
Committee by Mr. Finnigan and Mr. 
Chambers? 


Dr. Annis: I hardly know, Mr. Chairman, 
whether it is appropriate that I do so but I 
did before. Well, I will not impose very long, 
but there are one or two comments I might 
make. 


First, concerning Mr. Finnigan’s initial 
point, he pointed out quite correctly that a 
very high proportion of the machinery used 
in Canada is imported, and that of the ma- 
chinery that is imported quite a large part has 
in the past been ruled to be a class or kind 
not made in Canada. Consequently it has 
qualified for the lower rate of dut at 74 per 
cent and presumably under the new arrange- 
ment would be found to be not available in 
Canada and would qualify for free entry. 


Concerning that point my only comment is 
that this is a situation I do not think is 
unique to Canada. With the increasing sophis- 
tication of machinery, specialization in the 
manufacture of the newer and very sophis- 
ticated types of machine is becoming normal, 
so that even relatively highly-developed 
industrial countries such as the United King- 
dom import a very high proportion of their 
machinery, even though they have a well- 
developed machinery industry themselves. 


For a long period the United Kingdom 
made special provisions for exempting from 
import duties machinery not available from 
United Kingdom producers. They considered 
this, I think, to be in their national interest 
as a means of helping, if not to reduce pro- 
duction costs, at least to hold down or reduce 
the rate increase in these costs. That is all I 
wanted to say on this. 


The Vice-Chairman: Dr. Annis, what about 
the remarks made on anti-dumping? 
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Dr. Annis: I really had not planned to say 
anything on anti-dumping and it seems to me 
that the Committee had quite a good discus- 
sion on this on a previous occasion. While 
unfortunately the machinery and equipment 
people were not here, I do not think I would 
want to try to repeat anything that was said 
in that connection. 


The Vice-Chairman: Thank you, Dr. Annis. 
Mr. Porter, do you have any comments? 
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Mr. A. R. Porter (Assistant Chief, General 
Relations Division and International Organi- 
zations Division, Department of Trade and 
Commerce): No, I have nothing to add to this. 


Mr. McKennirey: Mr. Chairman, I have a 
comment to make about the question of the 
distribution of machinery imports between 
those “made” and “not made’. Sometimes 
people confuse the reference to the value of 
importation with the matter of total domestic 
consumption. For example, in the United 
States, which is much more self-sufficient in 
machinery than we are, it is very likely that 
the importation of machinery breaks down 80 
per cent “not made U.S.A.” and 20 per cent 
“made U.S.A.” The more self-sufficient the 
country becomes in machinery, of course, the 
higher the importation in the “not made” 
category, because it is a percentage of the 
total imports. I think sometimes this gets a 
little lost. 

On the matter of dumping, one useful point 
to note is that under the old arrangement the 
automatic dumping applied only if the item 
were ruled to be of a class or kind made in 
Canada, so that you had to have that status 
before you were protected by the dumping 
provisions. Under the new arrangement—at 
least for the current six months—the rate is 
15 per cent; there is no longer the ‘‘made”— 
“not made” distinction so the dumping applies 
without the “made in Canada test’. Is that 
not right? 


Dr. Annis: No, it does not; not for six 
months, but later on it would. Later on ‘it 
would be applied in accordance with the new 
legislation which has not yet been introduced. 


Mr. Finnigan: May I ask Mr. McKennirey a 
question? 


The Vice-Chairman: Yes. 


Mr. Finnigan: Are these imports of “not 
made” machinery to the United States duty 
free? 
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Mr. McKennirey: I was just citing that as 
an example; I do not really know about that, 
Mr. Finnigan. But the point I was making is 
that when we start talking about 60 to 40, or 
65 to 35, we are not talking about domestic 
consumption, but about importation. The 
more self-sufficient the country happens to be 
in machinery, the more it will follow that its 
importation of machinery will be largely in 
the “not made” category, so that the percent- 
age would look... 


Mr. Finnigan: However, being dutiable into 
the United States provides an incentive to the 
United States manufacturer at least to look 
into the possibility of making it there. Here it 
will come in duty free. 


The Vice-Chairman: I have now before me 
the names of Mr. Noél and Mr. Monteith. As 
Mr. Noél is absent for the time being, I will 
give the floor to Mr. Monteith. 


Mr. Monteith: I have just two or three 
points, Mr. Chairman, on which I would like 
to question Mr. Finnigan. I think you made 
the statement, sir, that export to the world 
by United States subsidiaries in Canada was 
just not in the cards. Now, I am assuming 
you are referring only to the fact that proba- 
bly a United States parent is more efficiently 
set up, has a larger production, has had an 
export market and will continue to use that 
export market itself. However, there is no 
understanding, or anything like that, that you 
will not attempt to export? 


Mr. Finnigan: There is no understanding 
but in order to export one must work at it. 
That means sending men abroad, and having 
agents, distributors, and so forth. I do not see 
this happening in the machinery industry. 
Other industry in Canada does export, of 
course, but in the machinery industry there 
does not appear to be any incentive to the 
parent company to export from Canada. At 
times they export, say, from England into 
Canada and will do so on an increasing scale 
in the future, because the duty into Canada 
will only be 23 per cent on something made in 
Canada, but what advantages does Canada 
offer to somebody selling somewhere else? 
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Mr. Monteith: I was really just asking a 
very simple question; there is no agreement 
between the parent and subsidiary that you 
should not attempt to export? 


Mr. Finnigan: No, sir. 
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Mr. Monteith: You said also that the 
“made” or “not made” definitions seem to be 
back where they were before and you read an 
excerpt from a statement issued by a similar 
association in the United States indicating 
that possibly there might be a better oppor- 
tunity for end of the season, overruns, and 
this sort of thing, to have them shipped into 
Canada or other countries. Apparently this is 
something about which you are frightened 
either because of this statement that has been 
produced or because of the different wording 
of the anti-dumping regulations? 


Mr. Finnigan: The new regulations are not 
published yet. What we have seen is the 
international code, but in reading the code we 
do not see how legislation can be written 
which will have anything like the force of the 
present legislation, which says that an article 
must be declared for duty purposes at its 
value in the domestic market, duty must be 
paid on that value and it must not be sold in 
this market at less than duty-paid value. This 
is a very effective deterrent to dumping. 


Mr. Chambers: Mr. Chairman, I wonder if I 
might comment on that. Being practical about 
it, we have assumed that those countries that 
are objecting to Canada’s present anti-dump- 
ing legislation wish to dump and find the 
obstacles before them prevent them from so 
doing. Therefore, we are saying that we are 
opening the door to accommodate people who 
really want to dump. 


The Chairman: Are you including in this 
the representatives of British industry who 
have complained about our dumping 
legislation? 


Mr. Chambers: Oh, yes, definitely. 


The Chairman: This is the basic aim of our 
British trading partners in the Canadian 
market? 


Mr. Chambers: To get rid of their surplus. 
We do not feel there is any doubt about that. 


Mr. Monteith: You mentioned, Mr. Finni- 
gan, that you were back where you were. In 
other words, you had hoped that there would 
be an improvement because of the revised 
anti-dumping legislation rather than just a 
continuation of the previous way, but actual- 
ly, if I understood Mr. Chambers, you are 
frightened that it is going to be worse than it 
was? 


Mr. Finnigan: Definitely. 
27836—34 
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Mr. Monteith: You feel the anti-dumping 
legislation will not be as prohibitive, not be 
as protective to Canadian industry? 


Mr. Finnigan: Yes. 


Mr. Monteith: You also mentioned in pass- 
ing that if we had had no—I think this was 
the intimation, at any rate—relief for “not 
made in Canada” machines coming in here, or 
if there had been a set duty on all machinery 
coming into Canada, you thought that duty 
might have been down to 7 or 8 per cent. 
Would you be in favour of not having a “not 
made in Canada” relief from duty for goods 
coming into Canada? 


Mr. Finnigan: At the moment they have the 
relief, they are duty free when “not made’. 
We are of the opinion that all machinery 
should pay duty and should have paid duty in 
the past. In such a case, I believe we would 
not be talking today about duty rates of 15, 
174 or whatever it was... 
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Mr. Monteith: They would all be lower. 
Mr. Finnigan: Yes, because we have 


reached the point where the machinery we 
are manufacturing here in Canada is being 
sold really without any, you might say, duty 
content in it. In other words, we are selling at 
the same price as our friends do in the United 
States. 


Mr. Monteith: Yes. If you were to have an 
across-the-board rate of 7 or 8 per cent—for 
the sake of argument—on all machinery com- 
ing into Canada, then you would still be sell- 
ing at approximately the same price as your 
United States counterpart or competitor? 


Mr. Finnigan: Yes, on the products I men- 
tioned as they would be under the duty-paid 
rate of United States machines, but if we 
started to make other machines, I do not 
know. When we start out to make new machi- 
nery, of course, our costs are high. 


Mr. Chambers: Concomitant with that, I 
think the materials used should not attract 
any more duty than the product itself. 


Mr. Monieith: I think this comes back to a 
statement you were dealing with, Mr. Cham- 
bers. I understood you to say that because of 
the duty on parts you bring in—to a part 
content of a machine that you make of 20 per 
cent or whatever it may be—that actually 
your machine is then costed at the same 
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figure or in direct competition with a machine 
that would come in finished at 15 per cent? 


Mr. Chambers: Right. 


Mr. Monteith: And did you also make the 
point that because of the sudden reduction of 
the complete distance as of January 1, 
1968—in the parts there was only a gradual 
reduction—you are going to suffer as a conse- 
quence of this? 


Mr. Chambers: Yes, but I think we can put 
it this way, Mr. Chairman. Previously we had 
a protection of 224 per cent which now is 
down to 15 per cent, therefore obviously the 
competition from the United States, of which 
there is a great deal, is more keen than it 
was. But on top of that, it is aggravated by 
the fact that the material we use is still up at 
the levels, or practically at the same levels, 
as they were before... 


Mr. Monteith: And is only coming down 
gradually? 


Mr. Chambers: 
as much. 


Mr. Monteith: Yes. 
moment, Mr. Chairman. 


...and are not coming down 


That is all for the 


The Chairman: Before turning to the next 
member for his questions, I presume the 
Committee is in agreement with my sugges- 
tion that we should have a session this eve- 
ning to hear Messrs. Richard and Hooper since 
it is unlikely, judging by the list before me, 
that we will be able to complete our consider- 
ation of the Machinery & Equipment Manu- 
facturers’ Association of Canada brief in time 
to give adequate consideration to Messrs. 
Hooper and Richard’s presentation? 


Mr. Macdonald (Rosedale): Mr. Chairman, I 
regret that I cannot be here this evening. I 
wanted to question Messrs. Hooper and 
Richard. 


The Chairman: The alternative, of course, 
is to have a meeting tomorrow afternoon 
after Orders of the Day. I think we must 
apologize to Messrs. Hooper and Richard. We 
may well be able to begin considering their 
views today, but I suppose Mr. Richard, at 
least, accepts this as part of the exigencies of 
appearing as counsel before various types of 
bodies, juridical and non-juridical. What is 
the consensus of the Committee on meeting 
tonight? 
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Mr. Noél: Mr. Chairman, I cannot be here 
tonight or tomorrow. 


The Chairman: This is the type of problem 
that all of us have to face. Which does the 
Committee consider preferable this evening 
or tomorrow afternoon? I have brought this 
up now because the Clerk has to arrange for 
the sending out of the official notices. Perhaps 
we should also inquire whether Messrs. Rich- 
ard and Hooper can come tomorrow after- 
noon as easily as this evening. 


Mr. John Richard (Gowling, MacTavish, Os- 
borne & Henderson): We are in the hands of 
the Committee. 


The Chairman: Thank you. 


Mr. More (Regina City): I suggest tomorrow 
afternoon. 


The Chairman: Mr. More suggests tomor- 
row afternoon. Does this meet with the 
satisfaction of the Committee? 


Some hon. Members: Agreed. 


The Chairman: We will meet tomorrow aft- 
ernoon after Orders of the Day. Excuse me, 
gentlemen, for interrupting our discussion. 

Our next questioner will be Mr. McLean, 
followed by Mr. Clermont and then Mr. 
Macdonald. 


[Translation] 
Mr. Clermont: Mr. Chairman, I believe, you 


should give the floor to Mr. Noél. 


[English] 
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Mr. Noel: Mr. Chairman, Mr. Monteith 
asked the question I wanted to ask concern- 
ing Item No. 5, as specified by Mr. Chambers, 
dealing with the parts they import which cost 
more than the whole machinery. I now have 
the answer, thank you. 


The Chairman: Fine, this will be noted. I 
now recognize Mr. McLean, and I have also 
added Mr. Gilbert and Mr. Cameron to my 
list. 


Mr. McLean (Charlotte): Mr. Chairman, it 
is stated here that the machinery sales are 
$294,669,000. Are any sales in this amount 
free-of-duty imports from the United States? 


Mr. Finnigan: No. 


Mr. McLean (Charlotte): 
Canadian-made? 
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Mr. Finnigan: This is all manufactured in 
Canada. 


Mr. McLean (Charlotte): All made in Cana- 
da, $294 million. But you do handle machi- 
nery from the States? 


Mr. Finnigan: Oh, yes, but it is not includ- 
ed in that. 


Mr. McLean (Charlotte); And you say in 
No. 9: 

That devices be established for assist- 
ing Canadian machinery manufacturers 
to become, and be enabled to maintain 
themselves comparatively competitive. 


As 60 per cent of the machinery manufactur- 
ers are owned in the United States does this 
mean that you want to make them competi- 
tive with themselves? 


Mr. Finnigan: I am afraid I did not hear 
the first part of your question. 


Mr. McLean (Charlotte): You say you want 
some means by which to make the Canadian 
machinery manufacturers competitive. Do you 
mean by that the American-owned, or the 
Canadian-owned, or both, competitive? If the 
United States companies own 60 per cent do 
you want to have the Canadian government 
do something to make them competitive with 
their head offices? 


Mr. Finnigan: An individual company 
manufacturing in Canada has to sell its 
manufactured equipment. To be able to sell 
successfully it has to have a reasonable cost. 
Whom do they sell against? They have com- 
petitors, and they must be competitive with 
them. In one line of machinery that my Com- 
pany happens to manufacture here we have 
11 competitors in Canada. I thought this ques- 
tion might arise. I have a note here: 


We have a total of 11 active principal 
competitors, all selling in the Canadian 
market. 


Mr. McLean (Charlotte): Are these Ameri- 
can competitors? 


Mr. Finnigan: Four of these, manufacturing 
in Canada, are all subsidiaries of United 
States concerns. One, a U.S. subsidiary, is 
importing from its factory in England. Three 
of them are companies in the Commonwealth. 
Three others are from most favoured nation 
countries apart from the United States. 
Therefore, to be able to sell we have to pro- 
duce a good product at a good price to com- 
pete with the world. 
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Mr. McLean (Charlotte): Yes; but 60 per 
cent of the machinery manufacturers, accord- 
ing to this, are owned in the United States. 
Let us suppose that this trend continues and 
that they own 100 per cent. This would not be 
any inducement to them. They could make 
parts in the United States and ship them 
here. It would not make any difference, 
would it? 


Mr. Finnigan: No. It would make a differ- 
ence to Canada. 


Mr. McLean (Charlotte): It would make a 
difference in price. It would not make any 
difference to the manufacturers. They would 
have the market. 


Mr. Finnigan: Yes. 
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Mr. McLean (Charlotte): They could go to 
work and ship the parts into Canada and 
assemble the machines here, and that would 
be it. Therefore, it is to the advantage of 
Canada to keep some Canadian-owned ma- 
chinery in business. 


Mr. Lambert: The witness’s answer here is 
important. Unfortunately, the microphone 
will not record a nod of the head. 


The Chairman: Would you please say yes 
or no, or whatever your nod was intended to 
convey. 


Mr. Finnigan: May I have Mr. Lewis 
answer this? 
Mr. Lewis: Mr. Chairman, I think Mr. 


McLean is talking about relative competitive- 
ness. As a result of the changes in tariff on 
the Kennedy Round the relative prices are 
going down, largely set by the 2.5 per cent 
tariff against English goods. However, the 
Canadian manufacturer’s costs are going up 
because, generally, the tariffs on the materi- 
als that he imports are staying high—higher 
than the duty on the imported machine. That 
is the principal problem. 


Mr. McLean (Charlotte): 
rebates on your exports? 


But you get 


Mr. Lewis: You have to be strong in the 
domestic market before you can get strength 
in the export market. 


Mr. McLean (Charlotte): I do not know... 


Mr. More (Regina City): Mr. Chairman, if 
you will permit a supplementary. 
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Mr. Finnigan, your evidence to the Com- 
mittee indicates that this industry is largely 
subsidiary; that it is built for the domestic 
market; and that exports are not really a 
factor and will not be in the foreseeable 
future. You are not gearing yourself in any 
way, shape or form to enter the export mar- 
ket? You are built for the domestic market? 
Is that not right? 


Mr. Finnigan: Yes; I... 


Mr. More (Regina City): I do not want to 
put words in your mouth, but that is what I 
gathered from your evidence. 


Mr. Finnigan: I would like to enlarge on 
that a little. I explained the composition of 
our delegation. My company is a wholly- 
owned subsidiary, and this has been so in 
most of my experience. It also applies to the 
bulk of the machinery manufacturing indus- 
try. What you said is true, but not of, say, 
Mr. Chambers. He would love to export. Mr. 
Lewis is also in a category slightly different 
from mine. 


Mr. More (Regina City): I was going to ask 
Mr. Chambers if there is any incentive for 
him to develop an export business and, as a 
result, increase his domestic operation and 
create better value in the domestic market? 


Mr. Chambers: Oh, yes, definitely. As you 
will appreciate, we are suffering from the 
competition, and particularly that from the 
United States. There are two things that 
would assist us to be as competitive as the 
Americans, particularly if you are a Canadian 
company. Rationalization has been talked 
about. You cannot rationalize with somebody 
with whom you are not associated. Therefore, 
the only answer to that problem is for the 
United States to be in a position to compete 
with us in this country provided we are ina 
position to compete with them. We, therefore, 
advocate very strongly that in any future bar- 
gaining we do not make any reductions in 
tariff for people who will not meet us on an 
equal basis. 


The second thing, of course, is that in the 
United States and in other countries of the 
world tremendous sums of government money 
are being spent to assist companies in 
research and development. We are advocating 
that that and other means be sought to make 
Canadian industry as competitive as the Brit- 
ish and the American. This is why we advo- 
cate that the economics of this country be 
improved by making Canadian companies as 
competitive as those of the United States 
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—particularly the latter because they are 
closer to us competitively—and of Britain 
which now has this very nominal duty appli- 
cable on the goods coming from there. 


Mr. More (Regina City): I waive any fur- 
ther questions. It was Dr. McLean’s turn. 
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Mr. McLean (Charlotte): In your brief you 
seem to wonder why the future of the machi- 
nery market is going to be stable, and that 
you get only 35 per cent. Is the forecast that 
there will be no increase in your market in 
Canada not due to the fact that the American 
companies have their head offices in the Unit- 
ed States and have bought up all these sub- 
Sidiaries in Canada? If they continue buying 
there will be no increase in Canada’s busi- 
ness. It will just go to the United States. 


Mr. Finnigan: If the regulations and duties 
are such as to suit manufacture in Canada 
they will do so. Machinery companies now 
are internationally minded. Practically all of 
them have four or five factories in different 
parts of the world. They are in Canada 
because there has been duty-protection and 
an anti-dumping law. There has also been, 
and still is, Commonwealth preference so that 
some goods can be made here and shipped 
advantageously to other parts of the Com- 
monwealth. People manufacture here either 
because there is an advantage in doing so or 
because they are at a disadvantage if they do 
not. 


Mr. McLean (Charlotte): You represent the 
viewpoint of a United States subsidiary but 
you do not expect expansion in the machinery 
market here in Canada. 


Mr. Finnigan: That is true. Under these 
new dispostiions, as we see them today, 
unless they are interpreted differently, I can- 
not see the advantages to increasing manu- 
factures here. 


The Chairman: Advantages for whom? 


Mr. Finnigan: For whomever owns the 
company. We are talking about these U.S. 
parents who have factories in Canada; they 
would love to have them working, producing 
things and making profits. However, there is 
no particular reason for doing so, particularly 
if they can make the same thing in England 
and ship it in here for 24 per cent when they 
cannot ship from their U.S. plant because the 
price is high. 
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Mr. McLean (Charlotte): They are governed 
merely by where their profit lies. 


Mr. Finnigan: Of course, yes. 


Mr. Clermont: Mr. Chairman, I would like 
to ask a few questions in French. 


[Translation | 


This is my first question, Mr. Chairman. I 
do not know if I completely understood the 
comments of Mr. Finnigan or those of Mr. 
Chambers when they said that machinery and 
equipment were available in Canada. They 
used the expressions “if available” or “in the 
public interest’. If I refer to the report which 
the Minister of Industry submitted to the 
House of Commons last December, I read the 
following: 


Meanings of the word availability. Two 
criteria shall serve as guide to the Advi- 
sory Board in the examination of exemp- 
tion claims. First, he shall inquire wheth- 
er the machine which he is importing is 
made of Canadian products, and second- 
ly, he shall assure himself that it is in the 
public interest that such an exemption be 
granted. 


Therefore, if I properly understood Mr. 
Finnigan’s and Mr. Chambers’ explanations, 
one or the other would have used the expres- 
sion “that the machine be available” or the 
expression “in the public interest’. Is this 
really what your comment wished to signify? 


[English] 

Mr. Chambers: Mr. Chairman, although I 
am not quite sure I completely understand 
the question reference has been made to Brit- 
ish practice, and when we deal with “availa- 
bility” from that point of view it means it is 
possible to obtain that machine in the country 
and that delivery and price within limits have 
no particular significance. If we use the term 
“made in the country” we are immediately 
inhibiting the chance of Canada making a 
machine. For example, there are a number of 
special purpose machine tools made for the 
automotive industry. 
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Mr. Clermont: Mr. Chairman, my question 
was this: In the minds of the witnesses is it 
only a question of whether the machine was 
available in Canada or is it also a question of 
whether or not it is in the public interest? 
Mr. Drury stated, in the House of Commons 
that both requirements are necessary, and 
that was the reason for my question. 
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Mr. Chambers: I think, we, as an associa- 
tion, would feel that both of those: criteria 
should apply if we are going to use both, 
otherwise availability probably is more 
important, from the experiences we have had 
previously, than public interest because it 
seems to relate to ad hoc decisions, not neces- 
sarily in a broad sweep. 


Mr. Clermont: Mr. Chairman, Recommen- 
dation number (2) on page 3, states: 


(2) We trust that we can hopefully look 
forward to the time when reasonable 
duties are imposed. on all machinery and 
equipment coming into Canada. 


I would like to have the witnesses’ remarks 
on one of the reports of the Economic Council 
of Canada, that Canadian industry should 
prepare now or in the near future to adapt 
themselves to face more competition from 
outside. 


Mr. Chambers: Mr. Chairman, because we, 
as an association think that Canada is still a 
developing country, not in any sense a devel- 
oped country such as some of the European 
countries and certainly not as developed as 
the United States, we feel reasonable duties 
should be broadly applied. Why do we say 
this? We say it because we have lived 
through a period during which controversy 
has arisen as to whether or not a thing is of a 
class or kind made in Canada, and every 
opportunity has been taken by an importer 
to defend the point that it was not available 
or was not made in Canada. The manufactur- 
er in Canada has had to prove time and time 
again that he was making this machine in 
Canada, whereas if you had an across-the- 
board duty this whole controversy would be 
immediately erased. 


The Chairman: At the expense of the 


Canadian taxpayer? 


Mr. Chambers: No, not at the expense of 
the Canadian taxpayer, Mr. Chairman, 
because you are applying taxes one place that 
you will not need elsewhere. 


Mr. Clermont: At the present time and for 
the past few years has such equipment as 
knee-type milling shapers and planers been 
made in Canada on a regular production basis 
by members of your association or only by 
special order? 


Mr. Chambers: Mr. Chairman, if I may 
speak to that, milling machines and shapers 
were made in this country by a number of 
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Canadian companies and, because of the 
peculiar interpretation placed on machine 
tools coming into this country, it was deemed 
uneconomic to continue their production. For 
example, we have had the case of lathes, 
where the definition of a lathe was based 
upon swing. If the swing was deemed to be 10 
inches then it may be deemed to be of a class 
or kind made in Canada. If, however, it hap- 
pened to be 104 inches, it was deemed to be 
of a class or kind not made in Canada, and 
these criteria of ‘“‘made” and “not made” have 
impaired the well-being of the Canadian 
machine tool industry. On top of that I might 
add, Mr. Chairman, that if an automotive 
company can prove that a machine is not 
available in Canada it gets duty drawback. 
Consequently a machine tool builder in this 
country can be under quite considerable pres- 
sure at different times to take the position 
that, he does not make the machine, other- 
wise he makes a rather unfriendly customer. 


Mr. Clermont: Can you name ae few 
machine tools that have been made in Canada 
Since 1961? 


Mr. Chambers: A great many special-pur- 
pose machine tools are made in Canada, as 
well as some small drills. 
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Mr. Clermont: On the question of availabil- 
ity, are machine tool manufactures known to 
members of the trade by the same name or 
do countries such as Italy, France and the 
United States use a different name? Take, for 
instance, a toolroom lathe; is it known by the 
same name in all the countries I have 
mentioned. 


Mr. Chambers: A toolroom lathe would be 
known as a toolroom lathe, but some lathe 
makers might stretch their imagination a lit- 
tle and consider their lathe also to be a tool- 
room lathe, but it may not be quite as precise 
in its operation. 


Mr. Clermont: My last question concerns 
the availability. For instance, if the name of 
the manufacturer, the manufacturer’s name of 
the machine and the model number were 
made known to you in connection with remis- 
sion of customs duty, would you know the 
kind of machine that has been found to be 
not available from production in Canada? 


Mr. Chambers: To a large extent, yes. 


Mr. Clermont: Do you feel that you are 
entitled to that information? 
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Mr. Chambers: Entitled to it? 
Mr. Clermont: Yes. 
Mr. Chambers: Oh, yes; definitely. 


Mr. Clermont: Do you think that the 
importers of similar machines are entitled to 
that information? 


Mr. Chambers: Oh, yes; definitely. 
_ Mr. Clermont: Thank you, Mr. Chairman. 
The Chairman: Mr. Macdonald? 


Mr. Macdonald (Rosedale): Mr. Chairman, 
the delegation we heard this morning thought 
the Canadian tariff levels were too high and 
that Canada had not been generous enough in 
the Kennedy Round. I gather this delegation 
would not accept that viewpoint. 


Mr. Finnigan: We are not necessarily high- 
tariff minded but had it been left to us I 
think we: could have arrived at a _ better 
arrangement by which the Canadian machin- 
ery industry could have prospered without 
very high tariffs. There are some things, par- 
ticularly in the initial stages of production, for 
which you need a good tariff. Just because 
you happen to make a machine people do not 
rush to buy it. You have to sell it and per- 
suade them, and so forth. And if you make a 
new machine very often you are up against 
very established competition and in order to 
get into the market you need that protection; 
but afterwards, as our skills develop and our 
production advances, then we do not need as 
high a tariff. We would have had lower tariffs 
on quite a bit of machinery and maybe a high 
one but we would have had a tariff on all 
machinery. 
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Mr. Macdonald (Rosedale): Then would it 
be going too far to say that without the exist- 
ence of the tariffs there would be no Canadi- 
an macherery industry? In other words, if 
you did not have tariff protection would the 
existing firms basically have to go out of 
business? 


Mr. Finnigan: Most of them, I think. 


Mr. Macdonald (Rosedale): Is that a general 
consensus? 


Mr. Finnigan: Mr. Lewis might answer that. 


Mr. Lewis: Mr. Chairman, in response to a 
question like that I think we have to recog- 
nize that you have to do some selling and in 
selling all.the prices are very much the same. 
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You are looking for things to give you a pref- 
erence and the thing that goes against most 
Canadian machinery manufacturers is the fact 
that their volume of production to date, their 
popularity, has been small whereas the bigger 
companies have thousands of references to 
point to. So it is important to have some kind 
of tariff or something like that, which only 
gives you a little more preference, for consid- 
eration of your proposition. 


Mr. Macdonald (Rosedale): Your competi- 
tive disadvantage, then, is not entirely in 
price; it is partly in versatility, is it not? 


Mr. Lewis: Price is a small part; a small 
part. 


Mr. Macdonald (Rosedale): Mr. Chambers, 
did you want to comment on that as a 
Canadian owned manufacturer? 


Mr. Chambers: I would agree with Mr. 
Lewis that price within limits is not the 
entire factor but, on the other hand, it is an 
important factor when it is a very similar 
commodity. But if you are talking of machine 
tools, there are names that catch the imagina- 
tion of the world, American machines in par- 
ticular, and a Canadian, provided price and 
delivery remain reasonably comparable will, 
as a defence mechanism if for no other rea- 
son, buy the machine with a well-known 
name from the United States. 


Mr. Macdonald (Rosedale): Would you say 
that this is one of those cases—this is a thesis 
of Professor Harry Johnson—where the exist- 
ence of the Canadian tariffs provides an 
incentive to American take-over in this coun- 
try? But for the Canadian tariff the Ameri- 
cans would probably sell in here without the 
direct intervention of a Canadian manufactur- 
er? That question is directed not necessarily 
to you, sir, but to the delegation as a whole. 


Mr. Chambers: I do not think it has pre- 
vented Americans from taking over Canadian 
manufacturers; they seem to take over com- 
panies that have indicated a reasonable abili- 
ty to make money. 


Mr. Macdonald (Rosedale): I was saying is 
it not an incentive for them to take over 
Canadian firms? Why take over a Canadian 
firm if there is no tariff and sell right in 
here? 


Mr. Finnigan: The Canadian market for 
machinery is a very good one and it is not so 
small as people sometimes think and it is 
very desirable. When I mentioned a little 
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example of competition a short while ago I 
pointed out I had—I am a USS. subsidiary— 
four other U.S. subsidiaries competing with 
me. I also mentioned that I have been in Latin 
America. Wherever we are, they are. They 
would not leave this market to us, nor would 
we leave it to them. They cannot, on their 
price level with the duty and our anti-dump- 
ing, compete in Canada with somebody who 
is established here unless they manufacture 
in Canada, so they manufacture in Canada. 


Mr. Macdonald (Rosedale): Let us say that 
the level of protection was reduced to zero, 
apart from the question of the capital that 
may be invested in this country—this may be 
a little difficult for you to answer about your 
parent company’s policy—do you think the 
American firms would continue to have sub- 
Sidiaries in the Canadian market? Is there an 
incentive apart altogether from the invested 
capital? 


Mr. Finnigan: I will answer it and then 
pass it to Mr. Lewis. I do not see that there is 
any particular incentive apart from the fact 
that they have a plant here which is working 
successfully and anybody who has an asset 
would like to keep it working. But if we came 
to the situation that I mentioned a little ear- 
lier, if Canada could trade what it has given 
away already, duty-free entry of American 
machinery into Canada for a similar conces- 
sion from the U.S., then sure; they would 
make certain things here and ship them into 
the States. 
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Mr. Macdonald (Rosedale): If their tariff 
went down to zero, could you compete with 
your parent company in its own market? 


Mr. Finnigan: Compete would not be the 
word. My parent company has something like 
seven plants in the States; in Texas, Denver, 
Illinois and so on. They would just have 
another one in a place called Canada. 


Mr. Macdonald (Rosedale): Mr. Chambers 
is probably the right man to ask the question, 
too. 


Mr. Chambers: We compete now to a 
degree in the United States. If we were on a 
duty-free basis we would have a jolly good 
market. 


The Chairman: Mr. Lewis? 


Mr. Lewis: I would like to make the point 
that not all the U.S. subsidiaries in this coun- 
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try make the same products as their parent 
companies. Our parent companies do not 
make anything that we make. It is very 
important for American companies and Euro- 
pean compagnies to get references in the 
Canadian market for their world trade 
because here in Canada you have a very 
large-scale operation in the primary indus- 
tries, like mining and paper and power, and 
these people cannot afford to be frozen out of 
this market. Canadian suppliers in many 
cases are competitive and they could go 
around the world but because they are not 
international traders, they do not enjoy that 
privilege. 


Mr. Macdonald (Rosedale): Perhaps I could 
go from there to another question. Does the 
British preference and Canada’s access on a 
preferential basis into the Commonwealth 
markets not operate here as in the automobile 
business, so that there is an incentive for the 
American parent company to put some busi- 
ness in the Canadian subsidiary because it 
can sell into, say, British and Australian mar- 
kets at a lower tariff rate? Is there no incen- 
tive for export business of that kind? 


Mr. Finnigan: There is, but there again a 
lot of these companier have British plants 
and Australian plants. 


Mr. Macdonald (Rosedale): I see. 
Mr. Finnigan: We do a certain amount of it. 


Mr. Macdonald (Rosedale): I presume one 
of the chief reasons for not running the 
export operation through Canada is, why 
expose the profits to Canadian taxes as well 
as American taxes? Why operate in a triangle 
instead of a straight line? 


Mr. Finnigan: You have touched on one 
thing we talked about at one time, namely, 
hidden incentives. Our United States compa- 
ny can have what they call a ‘““Western hemis- 
phere corporation” and the rate of tax on 
profits for that corporation is 34 per cent as 
compared to 48 per cent, I think it is. Here it 
is about 48 to 50 per cent. So, if I ship to any 
place in the Western hemisphere, which 
means Latin America apart from Canada and 
the United States for the United States parent 
it is much more advantageous taxwise to ship 
from the United States. 


Mr. Macdonald (Rosedale): Thank you, Mr. 
Chairman. 


The Chairman: Mr. Cameron and Mr. Gil- 
bert raised their hands at about the same 
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time and perhaps as they are in the same 
group we should allow them to decide 
between themselves who will take priority. 


Mr. Macdonald (Rosedale): I am sorry, I 
have one more question which I forgot. On 
page 3, under recommendation 1, on the final 
line you referred to a series of controversial 
and ad hoc decisions it seems to me in 
accents of disapproval. Is your Association’s 
view against the kind of legal regime that 
formerly existed with respect to “made in 
Canada” rulings? 


Mr. Finnigan: We found it unnecessarily 
complicated. It was hard to get a “made in 
Canada” ruling; the process was long. The 
Department of National Revenue would send 
out circulars all over the world saying some- 
body in Canada proposes, or is applying, to 
have this machine declared “made in Cana- 
da;’” what were your exports to Canada for so 
many years? And eventually when one did 
get a “made in Canada” ruling all one’s com- 
petition, of course, had been alerted and 
there was generally an inventory inside the 
country below duty, sufficient for a couple of 
years at least. There were a lot of split-hair 
decisions which were very irritating. Also, 
the whole system combined is now told to 
specialize. The system up to now has been 
that the Canadian manufacturer, if he wanted 
protection, was supposed to make every kind 
of machine and every class of machine. If one 
said that he made compressors, they would be 
dutiable while maybe a compressor of a dif- 
ferent type would be said not to be dutiable 
or “not made in Canada.” So in order to get 
protection one had to make every size and 
every model that was made anywhere in the 
world and this is impossible. Under this new 
system it may develop the same way. 


e 1740 
The Chairman: Or it may not. 


Mr. Macdonald (Rosedale): Does specializa- 
tion seem more probable under the availabili- 
ty system? 


Mr. Finnigan: Not that we can see. 


Mr. Macdonald (Rosedale): But do you 
favour the new system over the old? 


Mr. Finnigan: Availability yes, but we 
would like to see how things are managed in 
practice. 


Mr. Macdonald (Rosedale): Thank you. 
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The Chairman: Mr. Gilbert? 


Mr. Gilbert: Mr. Chairman, a government 
spokesman said that officials of the govern- 
ment were in constant touch with organiza- 
tions and groups, prior to and during the 
Kennedy Round negotiations, for consultation 
purposes. Was your organization consulted by 
government officials with regard to your 
views? 


Mr. Finnigan: We certainly were; however, 
one must perhaps define ‘consultation’. We 
were told more or less what the government 
had in mind. We thought there was going to 
be a uniform duty for all machinery. We 
were told there would be a rebate probably 
of one-third. We were kept on tenterhooks 
for two years or so about really what would 
come out. The duty was reduced on ‘made in 
Canada” machinery by one-third, from 224 to 
15, and we had no objection. But the British 
preferential tariff was reduced from 10 to 23, 
which is a 75 per cent reduction, and the duty 
was eliminated on 60 per cent of the imports, 
the “not made” type, which is 100 per cent 
production. So it is true we were consulted, if 
that is the word. 


Mr. Gilbert: But you were not heeded, is 
that it? I would imagine that you made 
representations. 


Mr. Finnigan: We did. 


Mr. Gilbert; Yes. I have also been informed 
that the government intends to give the same 
assistance to United States subsidiaries oper- 
ating in Canada, as Canadian-owned compa- 
nies, with regard to direct loans, government 
insured loans and consulting services and we 
have been told that that same assistance does 
not apply with regard to the United States 
government for Canadian companies operat- 
ing subsidiaries in the United States. I would 
like to ask Mr. ... 


The Chairman: Are you sure that is what 
the answer was? 


Mr. Macdonald (Rosedale): American assist- 
ance for subsidiaries operating in Canada? 


The Chairman: I think it was Mr. H. H. 
Wright of the Department of Industry who 
informed us that he had checked and the 
American Adjustment Assistance Act did not 
permit the American government to assist 
subsidiaries of American firms in Canada. 
That is what I thought he was saying. You 
raised the point earlier and I think I said at 
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that time it was very worthwhile looking into 
to see whether we are being more generous 
with subsidiaries of foreign firms in Canada 
than our major trading partner. 
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Mr. Gilbert: That is what I am trying to get 
at, Mr. Chairman. 


_ The Chairman: But it may be through inad- 
vertence on Mr. Wright’s part that he actually 
may not have completely answered your 
question. 


Mr. Gilbert: Then I would like to ask Mr. 
Chambers if he thinks it is fair that the 
Canadian government should assist subsidiar- 
ies of United States companies in Canada? 


Mr. Chambers: From a purely selfish point 
of view, no. I should add, however, that our 
association, with the various government 
departments in the area of assistance, has 
been most co-operative. We have been quite 
pleased with the efforts put forward, particu- 
larly by the Department of Trade and 
Commerce. 


Mr. Gilbert: Certainly assistance to the 
American subsidiaries is not going to help 
your competitive position. 


Mr. Finnigan: By “assistance”? do you mean 
financial assistance? 


Mr. Gilbert: There are three types of assist- 
ance that the government proposes to give to 
companies as a result of the tariff reductions. 


Mr. Finnigan: When assistance was dis- 
cussed in our association I could not see that 
any of the United States subsidiaries thought 
they would be interested at all. 


Mr. Gilbert: I see. 


Mr. Finnigan: They felt this way all right, 
if it suits the manufacturer in Canada we 
will, and if it does not suit him we will not. 
But these companies make certain lines of 
equipment; they would not change and make 
something else very easily. 


Mr. Gilbert: So the practical effects will not 
be of much consequence to American 
subsidiaries. 


Mr. Finnigan: I do not think so. It may be 
quite different for other companies that are 
not American subsidiaries. 


Mr. Gilbert: I am just wondering what you 
had in mind with regard to the depreciation 
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allowances on Canadian-made equipment in 
your recommendation No. 8 on page 4. What 
type of allowance would you recommend? 


Mr. Chambers: Mr. Chairman, more rapid 
depreciation on equipment is generally quite 
eagerly sought by industry and there is an 
advantage then in the sale of a machine or 
piece of equipment to a company if it can 
depreciate at a faster rate than it has been 
depreciating in the past. Consequently, if you 
offer a Canadian manufacturer the chance to 
depreciate a Canadian machine at a faster 
rate than some other machine, he is probably 
going to use that as just that extra item to tip 
the sale in your favour. 


Mr. Gilbert: It is sort of a selling advantage 
against your competitor. 

I think it was Mr. Finnigan who said that it 
would be very difficult to rationalize the 
machinery and equipment business in Canada 
because of the different types of owners. Is 
that right, Mr. Finnigan? Would you expand 
on that? 


Mr. Finnigan: We have a common problem, 
as you see, by our conditions, our situations 
and our difference. The solution common to 
all of us would be duty across-the-board on 
all machinery. 


Mr. Gilbert: You think that is the answer to 
the problem. 


Mr. Finnigan: Well I think most of the 
difficulties you talked about this morning 
about now, and so on, have been connected 
with “made” or “not made’, “available”, or 
‘not available’ and who is to say? These 
things are very difficult to work with in 
practice. 


Mr. Gilbert: That is all, Mr. Chairman. 
Thank you. 


The Chairman: Mr. Cameron? 
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Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Mr. Finnigan, I am not quite sure if I 
understood you correctly, but I formed the 
impression that your company and compa- 
nies such as yours are perhaps not under 
some compulsion, but they are certainly more 
likely to be importing components and 
materials from the parent company if they 
are available. Was I correct in my 
understanding? 
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Mr. Finnigan: There is certainly no compul- 
sion. A company like mine is established in 
Canada to sell; to look after our equipment in 
the Canadian market, and when it is advanta- 
geous for us to make it in Canada, we make © 
it here. When it is not advantageous to make 
it, we import from the parent company. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): If there were a comparable item avail- 
able in Canada, manufactured in Canada, 
would your company be able to make a pur- 
chase from the Canadian firm if prices were 
comparable, or would you still be under pres- 
sure, shall I say, to buy from your parent 
company? 


Mr. Finnigan: If we can buy any supplies 
in Canada for our manufacturing effort we 
buy them. We would rather buy them in 
Canada. This increases what is called the 
Canadian contact, and also it is nearer, you 
are in closer contact with the supplier, and so 
forth. We make a lot of effort to buy in 
Canada. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): You said at one point, Mr. Finnigan, 
that plants of companies such as yours have 
been established in Canada to supply the 
Canadian market. Do you mean exclusively? 


Mr. Finnigan: Not necessarily. Certainly 
this is what prompted their establishment, 
but a business such as ours grows with condi- 
tions and if conditions should develop that we 
can supply other markets, why there certain- 
ly would be no objection to it. We have sup- 
plied several different countries with our 
machines; a number on Canadian foreign aid 
programs, and others, because our parent 
company had made the sale. Whatever rea- 
sons they may have had for doing this, which 
was probably they did not have machines 
available, that is about the only one that I 
can think of, and they would tell us to ship to 
the Philippines. South America or wherever. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): If the parent company had compara- 
ble machines available would you be able to 
compete with them in the Philippine market, 
for instance, or any of the other markets you 
stated. 


Mr. Finnigan: We could not try. It is our 
own family. In order for us to do so we 
would have to send somebody there. Machin- 
ery requires not only people who sell, but 
people who service and engineers, and all this 
kind of thing, and our parent company has to 
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facilities if somebody wants a particular 
machine that we make in Canada, for exam- 
ple, that our parent does not make and they 
sell them for us. To get that service in the 
way we get it, which is free, is a tremendous 
advantage to us. If we can keep this manufac- 
turing business going in Canada long enough 


- and expanded enough these opportunities will 


increase and develop. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): If you did develop in Canada to the 
point where you were able to support this 
selling and servicing organization, would you 
think then that you would be free to compete 
with the parent company in the markets of 
the world? 
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Mr. Finnigan: This idea of competing with 
the parent company or another company, say 
our Australian company, our South African 
company, does not enter into the picture; we 
work together; we are the same family. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): So in effect you are confined to the 
Canadian market to all intents and purposes. 


Mr. Finnigan: Yes. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Now you had another comment to 
make with regard to the possibility of a 
Canadian subsidiary, such as yours, innovat- 
ing some new development or wishing to do 
so and you pointed out that you would 
require the consent of the parent company to 
go ahead with that on account of the necessi- 
ty for the capital required for that develop- 
ment. I have noted that a number of authori- 
ties, including the Economic Council of Can- 
ada, have told us on a number of occasions 
that something over 70 per cent now, I think, 
of new capital investment in Canada comes 
from retained earnings of corporations. I was 
wondering if you could give me an idea of 
what proportion—not for your own company, 
I am not asking that, but by and large what 
you know of in this particular industry, the 
machinery industry—of retained earnings is 
left available for reinvestment in Canadian 
concerns and what proportion is remitted to 
the parent company? 


Mr. Finnigan: I cannot give you an exact 
figure, but I can give you a figure that is 
towards... 
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Mr. Lewis: Mr. Chairman, in that respect 
Canadian subsidiaries of an American compa- 
ny do not act any differently than Canadian 
companies because they are controlled by the 
tax regulations. They have depreciation earn- 
ings which are plowed back into the Canadi- 
an subsidiary. The rest of the money is paid 
out in the form of a dividend and that follows 
the usual dividend distribution pattern. It 
may be, say, 30 per cent, 40 per cent or 50 
per cent. The rest of it would be plowed back 
into the company. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): You are not trying to tell me, are you, 
that there has been no remission of earnings, 
undistributed earnings, back to the parent 
companies? 


Mr. Lewis: I am saying what I think is the 
usual practice. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): All I can point out is that it was only 
last week that a financial crisis was created in 
Canada and according to the government 
spokesmen, including the Minister of Finance, 
this was caused by an unusual transmission of 
retained earnings of Canadian subsidiaries. 
Therefore apparently it does take place. The 
statement of the Governor of the Bank of 
Canada indicated that although this was an 
abnormal transmission, that there was a very 
large transmission of retained earnings to the 
United States. The question I want answered 
is can a Canadian subsidiary of an American 
corporation expand its operations in Canada 
on the basis of the earnings it makes in Cana- 
da, which is the position that Mr. Chambers 
would be in. 


Mr. Chambers: Yes; I can answer that ina 
specific reference in that it was a foreign 
owned company that wished to undertake an 
expansion program in Canada. It had a choice 
between supplying the money itself or bor- 
rowing it in Canada. The decision was taken 
obviously to borrow it in Canada because the 
Canadian dollar was going down and they 
would not have so much to pay back. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I still have not received the answer to 
the question of whether it is possible for a 
Canadian subsidiary, such as yours, Mr. Fin- 
nigan, to expand its operations in the way in 
which you suggested—by the innovation of 
new products—on the basis of its earnings in 
Canada, or does it have to call on the parent 
company to send back some of the earnings 
that have been transmitted? 
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Mr. Finnigan: The case is not quite as you 
stated. In the case of my own company the 
earnings remitted to the United States have 
been very little, such as to be insignificant. 
The retained earnings have gone to develop 
the Canadian plant. 


We do not have those earnings, as it were, 
except in the form of plants. We do not, as it 
were, dispose of them by saying “We have 
half a million dollars and we will use it this 
way or that”. If we want to begin a new 
program we have to ask our shareholders, 
who are our parent company, “Can we do 
this”, or, “Do we go into some other project’, 
or whatever. 

The retained earnings are used for the 
benefit of the Canadian company, but the 
parent company decides the program. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I have one final question, Mr. Chair- 
man, for Mr. Chambers. You were speaking 
of the failure of the Canadian Government to 
assist Canadian companies in the matter of 
research and so forth and of its failure to 
stimulate the development of Canadian com- 
panies. I think you spoke of this in connection 
with the suggestions that have been made in 
many quarters for some sort of rationalization 
of the Canadian industry. 

The question I wanted to ask you, Mr. 
Chambers, was whether you consider the 
Combines Investigation Act may perhaps be a 
stumbling block to some rationalization of 
Canadian manufacturing industries? 


Mr. Chambers: Personally, I would not 
think so from my own experience. 
Mr. Cameron (Nanaimo-Cowichan-The Is- 


lands): Thank you, that is all, Mr. Chairman. 


Mr. Lambert: In the light of the fact that 
your reported export sales in 1966 for the 
industry were about 5 per cent of the total 
sales, do you feel that this limitation on your 
export sales was a result of, first of all, the 
duty imposed by foreign trading partners or 
of the competitive advantage that their 
domestic companies enjoyed over you? Or do 
you feel it was the result of, shall we say, 
these non-tariff barriers that some other 
industries complain about and regardless of 
what the tariff level may be or the competi- 
tive position on the basis of price and service 
and so on, they run into deliberate statutory 
tariff barriers? 
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Mr. Finnigan: Answering for the subsidiar- 
ies, I have already explained that I do not 
feel we are trying really for export. However, 
this does not apply to my colleagues here and 
I will let both of them answer on the point 
you. mentioned. 


Mr. Lewis: Our company, I think, is a fair- 
ly large exporter, Mr. Chairman, in relation 
to others. We can only export where the con- 
ditions are right. If you get a big situation 
where the Buy America Act or the Distressed 
Labour Act is against you, you have 10 or 12 
per cent to get up over in addition to the 
tariff and it is pretty hard. That quite fre- 
quently limits it. 


Mr. Lambert: 
disadvantage? 


That has worked to your 


Mr. Lewis: Yes. 
Mr. Lambert: I see. Thank you very much. 


Mr. More (Regina City): Mr. Lewis, you 
said earlier that you were a subsidiary com- 
pany wholly owned, as I understand it, but 
that you did not manufacture anything that 
your parent company manufactured. 


Mr. Lewis: That is right. 


Mr. More (Regina City): You are in the 
export business then? 


Mr. Lewis: Yes. 
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The Chairman: I would like to ask a brief 
question, and perhaps Dr. Annis or Mr. 
McKennirey could assist me. Are there other 
countries the size of Canada, slightly larger 
or, for that matter, even smaller, that export 
more machinery than we do? 


Dr. Annis: I am not in a position to answer 
definitively. I would mention that Sweden is 
quite an important manufacturer. of 
machinery. 


The Chairman: Perhaps the gentleman 
from Trade and Commerce would help here. 


Mr. Porter: I am afraid I have no informa- 
tion here on the absolute amounts to actually 
compare the size. 


The Chairman: Let us take Sweden as an 
example. Do they export more machinery 
than we do, roughly? 


Mr. Porter: As I said, I do not have the 
figures here. I will find out if you wish. 
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The Chairman: Do you have any informa- 
tion on this. Mr. McKennirey? 


Mr. McKennirey: No, you see there is such 
a broad range of machinery. Companies in 
Switzerland, Italy, France, Germany and all 
these older European countries have special- 
ized lines which they have built up for many 
years and some of them are very heavy 
exporters. For example, Switzerland is in the 
heavy equipment field, and Mr. Lewis is very 
familiar with them. Proportionate to their size 
I would imagine that they do better than 
Canada. But Canada produces such a broad 
range of products that there are heterogene- 
ous sales in the United States which add up 
to quite a percentage over the year. Some 
statistics compiled by the Department of In- 
dustry this year indicated that exports, as a 
percentage of Canadian shipments from the 
Canadian machinery industry as a whole—not 
just for the group that you represent—were 
about 31 per cent. However, if I recall—I do 
not have the statistics right at hand—we 
found that the percentage of Canadian prod- 
ucts of the type covered by 42700-1 that 
were exported was something of the order of 
15 per cent. 


The Chairman: My reason for asking this 
question is if we just look at Switzerland, for 
example, even granting that they have been 
at it much longer than Canada, they are 
exporting a lot more machinery in absolute 
dollar amounts than we are, irrespective of 
their range. I presume if we look at the 
Swedish machinery industry, we would see a 
much smaller proportion of it in the form of 
subsidiaries of parent firms of other coun- 
tries, whatever the country may be, which 
may light up a question mark in the minds of 
some as to the future of the Canadian machin- 
ery industry, at least as far as exports are 
concerned. It would appear from what Mr. 
Finnigan has said that if 60 per cent of the 
members of this wide-ranging association of 
machinery manufacturers are subsidiaries of 
United States corporations, and if—I think I 
know the words Mr. Finnigan used—‘“subsidi- 
aries are not really trying for export’’—the 
pattern of ownership of the industry remains 
as it is we can never hope for any significant 
expansion of this industry in the export mar- 
ket. Does this not follow from what you told 
us? 


Mr. Chambers: Mr. Chairman, the point we 
have tried to make as an industry is really a 
very simple one. In order to have a healthy 
and growing machinery and equipment 
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manufacturing industry in Canada it has to 
be supported until such time as it reaches the 
point where it can become competitive. The 
European situation and the Canadian situa- 
tion are quite different, one from the other. 


The Chairman: Can you tell us briefly why 
that is? 


Mr. Chambers: Yes, because our market is 
only in the United States. It is a very sophis- 
ticated market with practically all its own 
needs met within its borders, following a 
very protective policy. Canada, on the other 
hand, is far removed from any other country 
and Switzerland, Sweden, England, Germany, 
and so on, are all closely knit, and they are 
not up against the same freight differentials. 
There is an understanding one with the other 
from a language standpoint that we do not 
have. 


The Chairman: What about Sweden? 
Mr. Chambers: Sweden? 


The Chairman: Yes, Swedish is not exactly 
a world language. 


Mr. Chambers: No, no, but there is an 
interchange of language between one country 
and another in Europe that does not apply in 
Canada. There is not the same distance to 
travel and, furthermore, there is quite an 
interchange of engineering knowledge and 
know-how that does not extend to Canada 
because we have only the one market, rela- 
tively, and that is the United States, in the 
particular areas in which we operate. 
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The Chairman: Do not countries like Swed- 
en and Switzerland export around the world 
in certain areas of production? 


Mr. Chambers: You do not see very much 
of their stuff over here. 


Mr. McKennirey: Mr. Chairman, I have the 
statistics now. According to the United Na- 
tions Statistics for 1964, Sweden exported 
$576 million in United States currency; Japan 
$481; Switzerland $603, Italy $863, France 
$910... 


The Chairman: Would it be possible—we 
do not expect to have it tonight—for someone 
in your Department to develop the principal 
markets for these countries? 


Mr. McKennirey: Yes. 
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The Chairman: I am sure the United Na- 
tions statistics would give that. 


Mr. McKennirey: The statistics indicate 
their destination, but I do not know whether 
they give... 


The Chairman: Not with regard to the 
range of machinery. Mr. Chambers, as far as 
the change of technology is concerned, the 
United States claims it has the most advanced 
technology in the world in almost any area 
and using your own argument we would have 
greater access to that than anybody else. It 
would seem to me, sir, that the burden of 
expanding our machinery industry in the 
export field lies upon the 40 per cent repre- 
sented by you. You have shown some com- 
mendable initiative already, but I am won- 
dering if it is entirely fair to put 100 per cent 
of the job on the shoulders of 40 per cent of 
the industry? 


Mr. More (Regina City): If we gave them 
some incentive they would not object. 


Mr. Chambers: We run into funny things, 
you know. We have attempted to sell in South 
America. We have discovered that if there is 
a maker in a South American country, he 
pretty well has a monopoly. There is a sur- 
charge generally applicable up to as high as 
40 per cent, on top of a very substantial duty 
protections and it inhibits the possibility of 
export to South America. When you come to 
the United States, as I said that country pro- 
vides practically all its requirements. It has a 
few specialties that it imports in the machine 
tool trade from Switzerland, for example, and 
to some extent from Sweden in bearings, and 
so on, but fundamentally it meets its own 
requirements. So, when Canada looks for a 
chance to sell there it has to be on the same 
basis, at least from a price standpoint, and 
there is a duty against us and it is very, very 
difficult. 


The Chairman: I presume from what you 
said, Mr. Finnigan, if lightning struck or the 
millenium came and you were left to your 
own devices and you had capital, you could 
go out and find more business in the export 
market than you do now under your own 
leadership, for example, if you sent salesmen 
from your plant to other countries of the 
world? 
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Mr. Finnigan: I was a salesman in the 
export market. 


Mr. Gilbert: Mr. Chairman, I thought Mr. 
Finnigan said they really did not look for 
export markets. 


The Chairman: I am just turning the point 
around and suggesting that if the ownership 
of his firm, which I presume he has at the 
present time, were different... 


Mr. More (Regina City): And the subsidiary 
was bought by the Canada Development 
Corporation? 


The Chairman: We have had a very useful 
exchange. 


Are there any other questions or com- 
ments? Perhaps I interrupted our witnesses 
before they had concluded their response to 
my questions. 


Mr. Finnigan: Mr. Lambert asked a ques- 
tion about the obstacles to exporting to other 
markets. You have touched on some. 


Mr. Chambers: You mean the impediments 
to selling elsewhere? 


Mr. Finnigan: Where there are no duties. 


Mr. Lambert: I asked about non-tariff bar- 
riers and I think I generally got the answer. 


Mr. Finnigan: I thought you were still 
waiting for it. 


Mr. Lambert: There were clear indications 
that the surcharges in South America and the 
Buy American Act and a few other things 
make it exceedingly difficult. 


The Chairman: I hope that before we con- 
clude the whole range of hearings we can get 
some information on the principal markets of 
some of the other countries that build a lot of 
machinery, whether these markets are not 
simply their own domestic markets; and how 
they get around all these non-tariff barriers. 
It may be that we can pass along the infor- 
mation to your Association. 


If there are no further questions or com- 
ments I declare the meeting adjourned until 
tomorrow at 3.30 p.m., or as soon after Orders 
of the Day as may be possible. At that time 
we will hear Messrs. Richard and Hooper. 
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APPENDIX “L” 


January 10, 1968. 


H. E. Gray, Esq., 

Chairman, Standing Committee on Finance, 
Trade and Economic Affairs, 

House of Commons, 

Ottawa, Canada. 


Dear Mr. Gray: 


On behalf of Canadian Importers Associa- 
tion Inc. we wish to thank you and your 
committee for giving us an opportunity to 
present the views of this Association arising 
from the government resolutions presently 
before the House of Commons relating to the 
recently concluded “Kennedy Round” tariff 
agreements. These resolutions, if implemented 
by Parliament, will amend the Customs Tariff 
Act and place on a statutory basis the numer- 
ous tariff changes agreed to by Canada at this 
GATT Conference. We understand that the 
subject matter of these resolutions has been 
referred to your Committee. This will exclude 
any reference at this time to the new Interna- 
tional Code on Anti-Dumping Policies which, 
from the point of view of Canadian import- 
ers, was an equally important part of the 
Kennedy Round agreement and which pre- 


| sumably will be implemented by legislation to 
be introduced into Parliament at a later date. 


Canadian Importers Association is the 
national association in Canada representing 
the interests of Canadian importers. There 
are presently 626 members made up of 


straight importers of goods, Canadian manu- 
| facturers who are required to import compo- 


nent parts, and firms engaged in servicing the 


' import trade such as chartered banks, cus- 


toms brokers and warehousing organizations. 


In a general way, Canadian Importers Asso- 


| ciation Inc. endorses completely the results 
| of the Kennedy Round of tariff negotiations 
' with particular reference to Canada’s commit- 
' ments. Since the time of its incorporation, 
| decades ago, this Association has consistently 
| advocated a policy of freer international trade 
| to be achieved by reductions in tariff rates 
| and also the elimination of non-tariff barriers. 


It is the opinion of this Association that one 


| of the most important results of the “Ken- 
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nedy Round” agreement is that GATT will 
continue as an effective international organi- 
zation governing the conduct of international 
trade. It is significant that the “Kennedy 
Round” negotiations were conducted under 
the auspices of GATT and resulted in what 
has been heralded as the largest international 
tariff agreement in history resulting in sub- 
stantial reductions in trade barriers by the 
world’s industrial countries. 


We would be remiss if no reference was 
made to the skill and ingenuity of Canada’s 
trade negotiators at these “Kennedy Round” 
negotiations. It is a well recognized principle 
of international tariff bargaining that a coun- 
try always tries to obtain the biggest tariff 
concessions from other countries and make 
the fewest trade concessions itself. It is the 
view of this Association that in this respect 
the Canadian representatives did extremely 
well with the result that Canada did not 
make as great tariff concessions as many 
people are inclined to think were made. 
Therefore, although the Association endorses 
wholeheartedly the results of the “Kennedy 
Round” negotiations, it wishes to record the 
following reservations for the consideration of 
this Standing Committee. 


(1) The Minister of Finance in a Supple- 
mentary Budget Statement to the House of 
Commons on October 4, 1967, referred to the 
“Kennedy Round” agreements in some detail. 
He stated that the tariff concessions made by 
Canada cover about $2.5 billion worth of 
imports involving a large number of tariff 
items of which almost $2 billion of the goods 
originate in the United States. He indicated 
that on these imports the average reduction 
in rate of customs duty will be in the neigh- 
bourhood of 25 per cent. Particularizing the 
Minister went on to state that in the future 
Canadian rates of duty on final manufactures 
will generally be about 174 per cent to 20 per 
cent as compared with the old range of 22% 
per cent to 25 per cent. In the case of inter- 
mediate products rates will range downward 
from 15 per cent and many basic materials 
will tend towards the duty free level. 


Although these statistics are encouraging, 
yet the Economic Council of Canada has 
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analyzed the effect of the “Kennedy Round” 
rates in its Fourth Annual Review published 
in September 1967. Amongst other things, it 
concluded that: 
“While the ultimate reductions in trade 
barriers on manufactured products will 
be substantial as a consequence of the 
Kennedy Round, and while these reduc- 
tions should help to achieve important 
longer term benefits for the Canadian 
economy along the lines just indicated, it 
is clear that some significant trade barri- 
ers will still exist for many manufactured 
products after the present schedule of 
reductions has been completed. Indeed 
Canada emerges as a relatively high tariff 
country as regards tariffs on manufac- 
tured products among the world’s indus- 
trial nations. To the extent that still 
further benefits can be gained from still 
further reductions in trade barriers in the 
future, it should be an important con- 
tinuing objective of Canada’s interna- 
tional economic policies to maintain an 
active interest in exploring, in close asso- 
ciation with our principal trading part- 
ners, how further reductions in trade 
barriers can be effectively achieved.” 
ob he ae rf 


As proof that Canada will still be a rela- 
tively high tariff country a perusal of the 
Customs Tariff structure demonstrates that 
there are a significant number of tariff items 
covering different commodities that were not 
subject to the “Kennedy Round” negotiations 
at all. Many of these items still retain M.F.N. 
rates of duty ranging between 25 per cent 
and 30 per cent. In addition, even amongst 
the tariff items that were negotiated quite a 
number of them, on January 1, 1972, after all 
of the successive rate reductions have been 
made, will still attract M.F.N. rates of duty 
of 224 per cent or 25 per cent. This is par- 
ticularly so in the case of textiles. 


Consequently, it is our submission that the 
“Kennedy Round” reductions in duty rates 
will be beneficial having regard to the extent 
of their coverage, but that they did not go far 
enough. The Economic Council of Canada in 
its Third Annual Review dated November 
1966 threw out the following challenge: 

“Canada has clearly reached a stage in its 
progress towards economic maturity 
which warrants a much closer look at the 
possible contributions which freer trade 
could make to productivity growth in 
various sectors of the economy. Increased 
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specialization, leading to the increased 
international marketing, could add sig- 
nificantly to the growth of real income 
per capita.” (Pg. 29). 


The desirability of Canadian secondary 
manufacturing firms increasing their produc- 
tivity as a result of a process of rationaliza- 
tion of their position by selecting longer runs 
of more specialized products has been the 
subject of greater discussion in recent times. 
Would reductions in tariff rates hasten this 
trend? According to the recently published 
Fourth Annual Review of the Economic 
Council of Canada the answer would appear 
to be in the affirmative. The Economic Coun- 
cil held that: 


“If significant cost economies can be 
achieved through increased specialization 
of production within individual plants, a 
logical question arises as to why less 
diversification and more. specialization 
has not developed in Canadian plants.—A 
major part of the answer would appear 
to lie in the existence of both Canadian 
and foreign tariffs which have either 
reduced incentives for, or- have inhibited 
greater specialization. Indeed, Canada’s 
historical tariff policy, within the frame- 
work of a “National Policy’? which was 
developed in the latter part of the nine- 
teenth century, was deliberately designed 
to produce a substantial degree of diver- 
sification of production in Canadian 
manufacturing. However, now that the 
Canadian economy has grown and devel- 
oped in many ways a re-examination of 
the effects and costs of the tariff has 
become increasingly essential.—’ (Pg. 
161) 


In the same Annual Review, the Economic 
Council went on to conclude that: 


“The route of tariff reduction for manu- 
factured products is, in our judgment, 
the most promising of all routes towards 
increased specialization in Canada and the 
consequent narrowing of the existing gap 


in productivity in manufacturing between | 


Canada and the United States. By ‘tariff 


reduction” we mean regotiated reduc- — 
tions in both Canadian and foreign tar- 
iffs. 


) 


} 
The Recently concluded Kennedy Round ) 


of trade negotiations under the General 
Agreement on Tariffs and Trade has re- 


sulted in the largest and most wide- © 


ranging program of tariff reductions on | 
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industrial products achieved since the 
Second World War. These results will 
help to provide opportunities for a very 
substantial expansion in Commerce in 
manufactured products over the medium 
and longer term future. In doing so, they 
will help to provide a basis for greater 
scale and _ specialization in Canadian 
manufacturing along the lines indicated 
in this chapter—and hence will offer op- 
portunities for more efficient use of re- 
sources, important gains in productivity, 
and reductions in various types of unit 
costs and prices. 


Canadian manufacturers will derive 
new and unprecedented access to export 
markets as a result of these negotiations. 
—” (Pgs. 167-8). 


In all fairness it must be recorded that this 
Association was pleased to note that the Min- 
ister of Trade and Commerce did inform the 
Commons on September 27th, 1967 that the 
Kennedy Round of tariff negotiations did not 
represent the end of the road towards freer 
trade insofar as Canada is concerned. He 
went on to state that at that time the Canadi- 
an government was already considering what 
additional trade initiatives could be taken in 
this direction. Then later the same Minister 
informed the Commons on December 11th, 
1967, after his return from Ministerial Ses- 
sions both GATT, and the Organization for 
Economic Cooperation and Development, of 
the stand taken by Canada at these recent 
meetings. It is encouraging to note that Cana- 
da went on record as advocating further 
reduction and removal of trade barriers. In 
particular the Minister of Trade and Com- 
merce requested duty free treatment for pri- 
mary industrial commodities, the elimination 
of nuisance duties, greater trade liberalization 
of agricultural products, and improved trad- 
ing opportunities for developing countries. 


(2) Tariff item 42700-1 is one of the major 
tariff provisions dealt with in the Customs 
tariff resolution designed to implement Cana- 
da’s obligations under the “Kennedy Round” 
agreements. Imports under this new machin- 
ery tariff item it is estimated will be in the 
neighbourhood of $700 million per annum. It 
will replace the existing major N.O.P. ma- 
chinery tariff items 427 and 427a where the 
“class or kind” criterion was used. The statu- 
tory rates of duty under this tariff item 
42700-1 will be 24% B.P. and 15% M.F.N. In 
addition there is written into the wording of 
this tariff item a proviso to the effect that 
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remission of duty may be granted by the gov- 
ernor in Council on the recommendation of 
the Minister of Industry when such remission 
is in the public interest and the machinery 
being imported is not available from produc- 
tion in Canada. Aside from the fact that this 
is an instance of ministerial discretion, it will 
be noted that there are two criteria involved, 
namely “availability” and “public interest” 
which will have to be invoked at the time of 
each importation of machinery covered by 
this tariff item. 


This Association is apprehensive over the 
fact that standards to be applied in deter- 
mining these criteria are not set forth in the 
legislation. It is true that the present Minister 
of Industry outlined such standards in a 
speech in the House of Commons on Decem- 
ber 12, 1967 (Pg. 5331), but they have no 
statutory basis. A future Minister of Industry 
might adopt different standards in determin- 
ing these criteria and there would appear to 
be nothing in the law which would prevent 
him from doing this. It is our opinion that 
this is going to be a very cumbersome tariff 
item to administer. Although the present Min- 
ister of Industry has announced the establish- 
ment of a Machinery and Equipment advisory 
Board to determine the questions of “availa- 
bility” and “public interest” together with the 
creation of a further Review Board to handle 
appeals from decisions of the former Board, 
it will be observed that these are purely tem- 
porary organizations which will operate with- 
out any proper statutory basis at all. What is 
there to prevent a future government from 
changing the whole administrative set up? 
The only safeguard might be the undertaking 
given by Canada, according to the Minister 
of Industry, to the other interested “Kennedy 
Round” countries that the average annual 
incidence of M.F.N. duty under this tariff 
item 42700-1 will not exceed 9 per cent. How 
binding is such an undertaking and in what 
form is it given? 


On the grounds of difficulty of administra- 
tion alone this Association is concerned over 
the fact that this will be a very cumbersome 
tariff item to deal with and which will tend to 
impede the flow of imported machines under 
it. Also because of the way in which it is 
going to be administered, it is always possible 
that this tariff item 42700-1 might operate 
instead as a protectionist device in disguise. 


It is submitted that there is good precedent 
for such concern. As a result of the foreign 
exchange crisis of 1947, the Emergency Ex- 


530 


change Conservation: Act was enacted and it 
was in effect until the end of 1950. Under this 
Act machinery covered under old tariff items 
427 and 427a could not be imported. unless a 
permit was first obtained from the Depart- 
ment of Trade and Commerce. No statutory 
standards were established in the statute gov- 
erning the grounds on which import permits 
would be issued covering machinery imports. 
Canadian importers always felt that this 
emergency statute was administered on occa- 
sions in ways which were designed to have a 
protectionist effect. 


(3) A number of the tariff concessions 
made by Canada involve total reductions of 
only 24 per cent and it is proposed that the 
staging of the reductions be carried out by 
five annual: reductions of 4 of 1 per cent. 
Many affected members of the Association are 
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of the opinion that this method will be undu- 
ly costly and inconvenient to them as import- 
ers. In the official government press release 
issued on June 29th, 1967, it was stated that 
tariff concessions granted by Canada could be 
implemented in a single step where staging 
the reductions over a four year period might 
be undesirable. It is submitted that cases 


where the proposed annual reduction is only 


4 of 1 per cent offer such a situation. 
All of which is respectfully submitted. 


CANADIAN IMPORTERS 
ASSOCIATION INC. 


Ernest P. Carr (sgd.) 
President 


Keith G. Dixon (sgd.) 
General Manager. 


ee 
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APPENDIX "M” 


January 9, 1968. 


MACHINERY & EQUIPMENT 
MANUFACTURERS’ OF CANADA’S 
BRIEF TO THE STANDING 
COMMITTEE ON FINANCE, 
TRADE AND ECONOMIC AFFAIRS 


Re: Kennedy Round Tariff 
Agreements with Special 
Reference to the 
Government’s Machinery Plan 


Gentlemen: 


There has been a great deal written and 
seemingly many views expressed about the 
“Kennedy Round” on tariff changes and our 
Government’s related Machinery Plan. Some 
of the points of view put forward have been 
based on benefits expected to be realized in 
Specific segments of our industry activity. 
Some have conveyed the feeling that we have 
made the best bargain we can under the cir- 
cumstances on our international relationships 
and hopefully look forward to everything 
turning out all right in the end; the others 
have viewed with varying degrees of alarm 
that we, as a nation, have departed from 
previously accepted tenets for the well-being 
of a developing country which included pro- 
tection for its manufacturing industries. 


In making our representations and com- 
ments, we confine our remarks to what we 
believe to be an objective analysis of the 
effect of the changes upon our industry. We 
have also put forward some _ suggestions 
which we believe can stimulate the continu- 
ing growth of our industry which, in our 
view, Canada requires, and which should be 
a reasonably self integrated capability. Previ- 
ous legislation has resulted in the present 
structure of the machinery manufacturing 
industry. It had, no doubt, as its objective, 
the establishment of an adequate viable 
machinery industry. Administrative decisions, 
however, in response to various representa- 
tions have gradually eroded this intent. It was 
stated in the House that, during recent years, 
about 60 per cent of the machinery imports, 
which will be covered under 42700-1, were 
ruled as being of a class or kind “not made in 
Canada’. In 1966, the figure was closer to 65 
per cent. It was stated that this pattern will 


remain relatively stable. Previous legislation 
or the administration of it, was obviously not 
instrumental in accomplishing what was pur- 
ported to be its objective. Otherwise, the 
machinery industry would have had much 
greater growth. It was our hope that to some 
degree at least, this situation would be 
remedied under the ‘Kennedy Round” Tariff 
agreements. We must say that we are frankly 
skeptical that this objective has been 
achieved. We make our presentation, there- 
fore, in the hope that the points made are 
constructive and may guide later courses of 
action. 


Matters of Concern 


First, there appears to have been given to 
the Machinery Plan, without reservation, an 
aura of its being favourable to the machinery 
industry of Canada. This appears to disregard. 
what the Honourable Minister of the Depart- 
ment of Industry said in his presentation of 
the Plan to the House when he stated that the 
changes in the machinery tariff had enabled 
Canada to pay for the Tariff concessions 
offered by our trading partners. The price, it 
has been indicated, is to be an overall reduc- 
tion in duties paid on machinery imported 
into Canada. 


Secondly, Canada has agreed to make tariff 
reductions on machinery effective January 
Ist, 1968. All other parties to the “Kennedy 
Round” agreements intend, we understand, to 
spread their reduction over a five-year peri- 
od. While, therefore, some benefits may ulti- 
mately come from the agreements to some of 
our members, we must await their full effect. 
In the meantime, Canadian machinery manu- 
facturers are immediately faced with the full 
impact of these tariff changes. 


Thirdly, there is as yet, no evidence that 
our relative costs will improve. Generally, the 
duty on imported material has not been 
adjusted downwards in line with the duties 
now applicable on the finished products. In 
some instances, a higher. rate of duty will 
apply. At the same time, the trend towards 
wage parity with the U.S.A. can have a disas- 
trous effect upon tie ENS castle machinery 
manufacturers. 


Fourthly, the possible effect of the removal 
of the automatic application of “anti-dump- 
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ing” duties gives our members cause for 


alarm. 


Fifthly, some 60% of our members are sub- 
sidiaries of U.S. corporations. These count, in 
capital terms, for the bulk of the Canadian 
machinery manufacturing industry. Undoubt- 
edly, there will now constantly arise for these 
members, the question of making or not mak- 
ing new products in Canada. They will per- 
haps also have to determine whether or not it 
is to the advantage of their parent companies 
to continue to make what they are presently 
making in this country. If machinery is avail- 
able here, duties immediately become applic- 
able on imports from the parent company. 
Also duty will be imposed on the sale of the 
Canadian-made products when they enter the 
U.S.A. On the other hand, these products, if 
“not available” in Canada will be admitted 
“free of duty”, to Canada. 


Possible Benefits 


As an Association, our members recognize 
that the Government’s Machinery Plan may 
hold some benefits for the Canadian machi- 
nery manufacturers. First, like other Canadi- 
an industries, production machinery, ‘not 
available” in Canada for use in our own pro- 
duction, could cost less. 


Secondly, we understand that parts deemed 
“not available’ in Canada and required for 
machinery, otherwise manufactured in Cana- 
da, will now be given duty free admission. 


- Thirdly, while traditionally under the 
previous legislation, Canada has, on balance, 
been substantially over-weighted by imports, 
under the new terms, some manufacturers, as 
tariffs. in other member countries. are 
reduced, may possibly find their products 
more competitive in the export field. A dras- 
tic reversal will obviously be necessary to 
bring our exports of machinery up to the 
point where they approximate imports. 


Fourthly, the prosperity that is looked for, 
otherwise in Canada, by our Government and 
supported by some economic theories, if 


achieved, should stimulate the economy gen- 


erally. This, in consequence, should have a 
beneficial effect upon the machinery and 
other industries not directly helped by the 
“Kennedy Round”’’. 


Recommendations 


To ensure that under the new conditions 
presently .obtaining with the greatest benefit 
that can -be achieved, for our industry, we 


Finance, Trade and Economic Affairs 


January 30, 1968 


would urge that the following steps should be 
taken: 


(1) Previously, the “made” and “not made” 
criteria have created confusion both for 
the manufacturer and the user of machi- 
nery and equipment in Canada. We ask, 
therefore, that the criteria of ‘‘availabili- 
ty” be such and be maintained to the 
benefit of Canadian Industry generally 
and be based upon Canadian capabilities, 
both for the present and the future and 
not be allowed to become a series of con- 
troversial and ‘‘ad hoc”’ decisions. 


(2 


Vw 


We trust that we can hopefully look for- 
ward to the time when reasonable duties 
are imposed on all machinery and equip- 
ment coming into Canada. 


(3) That action be directed to the discon- 
tinuation of “end-use” and other tariff 


concessions. 


(4) That the maintenance by our trading 
partners of artificial barriers which frus- 
trate the benefits anticipated from the 
“Kennedy Round” be deemed unaccepta- 


ble to Canada. 


That the tariffs on material and finished 
products be reduced to a level not in 
excess of that applicable on the products 
in which they can be used. 


(5) 


(6) That Government policies will be main- 
tained, which will support and extend the 
machinery manufacturing industry in 
Canada including a healthy industrial cli- 
mate with the objective of contributing 
towards the maintenance of a Canadian 
Sovereignty. 


(7) That “anti-dumping” regulations be ad- 


ministered to inhibit possible ‘‘idumping’’. 


(8) That as an inducement to the manufac- 
turer of machinery in Canada which 
would not otherwise be made here, con- 
sideration be given to the introduction of 
special depreciation allowances on 


“Canadian-made” equipment. 


(9) That devices be established for assisting 
Canadian machinery manufacturers to 
become, and be enabled to maintain 


themselves comparatively competitive. 
Respectfully submitted, 
MACHINERY & EQUIPMENT 


MANUFACTURERS’ ASSOCIATION 
OF CANADA 


J. P. Finnigan 
President 
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ORGANIZATION 


The Machinery and Equipment Manufac- 
turers’ Association was formed in December, 
1955. Its membership consists of 49 leading 
machinery and equipment manufacturers 
involved in the manufacture of most types of 
machinery products used in primary and 
secondary industries. 


It does not include agricultural machinery, 
most types of transportation equipment, elec- 
trical apparatus and supplies (except those 
components that form an integral part of an 
industrial machine). It also excludes house- 
hold, office and store machinery. 


OBJECTIVES 


In setting forth its objectives, MEMAC 
starts with the premise that there are certain 
basic and essential requirements necessary to 
any strong, sovereign nation. One of these 
requirements is a reasonably complete self- 
integrated machinery and equipment manu- 
facturing capability. Another is the mainte- 
nance and expansion of the _ technical 
knowledge and skills required. 


It is characteristic of under-developed 
nations that they have lacked manufacturing 
facilities for machinery and equipment. Cana- 
da has a significant machinery manufacturing 
industry and one of MEMAC’s basic objec- 
tives is to foster its growth. 


MEMAC believes that an increase in the 
volume of domestic manufacture of industrial 
machinery and equipment is in the public 
interest; it provides Canadian primary indus- 
try, particularly raw material producers, with 
a reliable domestic market; it also provides 
Canadian primary and secondary industries 
with an assured source of machinery and 
equipment and repair parts, to meet their 
expanding needs; it increases job opportuni- 
ties for Canadians; it contributes to the great- 
er processing of Canadian raw materials in 
Canada; it strengthens Canada’s ability to 
compete in export markets. 


With the foregoing in mind, MEMAC has 
adopted the following specific objectives: 
(a) Encourage Domestic Production 


To encourage the manufacture within 
Canada of machinery industrial equip- 
ment of every kind; 
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(b) Develop Markets 


To develop markets within and outside 
Canada for Machinery and _ industrial 
equipment of Canadian manufacture; 


(ce) Stimulate Public Interest 


To promote public interest in the use of 
machinery and industrial equipment of 
Canadian manufacture and in general the 
use and consumption of other Canadian 
products; 


(d) Research and Statistical Studies 


To engage in research and gather statis- 
tics concerning the manufacture and use 
of industrial machinery and equipment; 
to provide information for the continued 
development of industry in Canada; 


(e) Co-operation with Similar Organizations 


To co-operate with other organizations 
whose objects are similar to those of the 
Association; 


(f) Policy Statements 


To issue statements of policy on matters 
affecting the industry; 


(g) Submission to Government 


To meet with and make submissions to 
Federal, Provincial and Municipal 
authorities, in order to urge legislation 
and other appropriate action which will 
further the objectives of the Association; 


(h) Made in Canada 


To urge the specifying and purchasing of 
made in Canada products by all levels of 
government, all government agencies and 
Crown companies. 


STATEMENT OF POLICY 


1. To endorse action by our Government 
directed to the maintenance of Canadian Sov- 
ereignty and a healthy industrial climate. 

2. To endorse all measures which we 
believe will further the development of 
industry in Canada. 

3. To advocate and encourage the process- 
ing of its raw materials in Canada and foster 
primary and secondary manufacture that will 
utilize these raw materials. 

4. To recommend that the Government con- 
sult with the Association prior to drafting 
legislation affecting the machinery manufac- 
turing industry. 
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5. To advocate wise and judicious legisla- 
tion for our industry to enable it to retain in 
Canada a market for its products. 


6. To recommend the removal of tax 
concessions, to be replaced where necessary 
by subsidies and depreciation allowances. 


7. To support the imposition of a reasonable 
duty on all machinery and equipment coming 
into Canada. 


8. To recommend against reduction of any 
rates of duty applicable on machinery and 
equipment from any country other than ona 


reciprocally beneficial basis. 

9. To oppose “dumping” and to support 
measures which provide constant and auto- 
matic protection against it. 


10. To enlist the support of the Government 
in our endeavours to maintain and extend the 
manufacture within Canada of industrial 
machinery and equipment of all kinds. 


11. To endorse actions of the Government 
which will increase Canadian export trade. 

12. To support individual members whose 
interest or rights are being imperilled. 
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13. To develop sections for members with 
specific interests under which common prob- 
lems can be examined and resolved. 


14. To provide the means by which the 
aims and objects of machinery and equipment 
manufacturers in Canada may be _ given 
expression. 


15. To publicize the capabilities of its mem- 
bers to provide machinery and equipment in 
Canada. 


MEMAC STATISTICS (1966) 


Total Domestic Sales 
Total Export Sales 


$294,669,000 
$ 15,912,000 


eoeoeoeeeve ee 


TOTAL SALES $310,581,000 


Number of Members ......... 48 
Number of Employees ........ 15,442 
Wages and Salaries paid ...... $ 80,181,000 
Federal and other taxes paid . 9,782,000 
Capital investment in plants 

and equipment ............ $ 51,440,000 
Neti Worth! 23 .J9CIOMA, IGE $125,063,000 
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APPENDIX “N” — 


CANADIAN_IMPORT STATISTICS REQUESTED BY MEMBERS 
OF THE COMMITTEE* 


I, InrorMatTIon REQUESTED 


1. Imports 1964 to 1966 of oak logs, lumber, flooring and veneer. 

2. Imports in 1966 of logs and wood waste. 

3. Imports of.ski boots. 

4. Imports from Japan in 1967 of tires and tubes under tariff item .61815-1. 
5. Imports in 1966 of leather, showing detail for all countries. 


II. Canap1an Import Statistics, ExTRACTED FROM DBS Sourcss, REeiatine To ForEGornG Requssts 
1. Imports 1964 to 1966 of oak logs, lumber, flooring and veneer. 
| 1966 1965 1964 


| ($000) 4 
| 231-29—Hardwood logs, other than birch, maple, walnut and ‘‘exotic 
species’’ 
ee SHOOT COON I ee oe nas See Cent Ce ee es Nes Se eee MUR ae oe 981 
| 981 n.a n.a 
331-22—Oak lumber Gndindene rough lumber and timber for manufacture 
| of flooring) 
| WN A acc hatee gas tile alciurs, aoe CeTn Al ET Oe te oud oh hia 9,615 8,521 8, 887 
Hl OR a in ak nus seas tines cing elit nies a co Aes Sena la Wate wee sw alg V's 14 
| 9,627 8, 534 8,891 
331-95—Hardwood flooring 
i SR I Pe ALN NN PR PRE SER Ea A Res (RL ae ot ee 1,485 1,368 1,367 
| EDGES ie ole sang reins sn a ce eee tenella: stro a rane cine ett na at, 131 
| 1,565 1,499 1,461 
| 335-15—Oak veneer 
| De An cca s cel eee SAU Ree NS te UR ee LEST Ls ee tReet ee a meee oe 176 
! Oblicres 12 asa RRM Nc ute Aa Cone ae 2 
178 na nD. 
} 2. I mports in: 1966 of logs and wood waste 
; Logs 
| ($000) 
Poi A Bibel UScA iaiae ee Sine eta ere ov ae Su: traae a sates Soe Cam en eRe eee 1, 586 
} 231-20—Maple—U.S.A...... eet Os Mp bn ep CELTS ee opie bartiol badi@ ib lave .siceves 1,701 
{ 23 1-20 — W SUM seh) oD hing « 4 de siepeeeeuirieepicaee «ssp iss 6 Sele eles eae dbl ed AEE  « cacis oases oe 1, 236 
231-29—Domestic hardwoods, n.e.s.—U.S.A........ RSA R eR ES AS de ae Re Sar se 981 
| Pf eS cg RET 9 A OR Penh alee Rane ww Macy Mrrth, inhalg AR A Sy pian y 631 
| 931-55—Spruce AST a In bt ook Ls AF. Nappy ne adele a ADEM eke eR SRM A ure RE EA Fh PMO lhe Con py celle 10, 269 
231-59—Domestic softwoods, n.e.s.— 
. bes ot barsined ois nie: xs ite hop wea tia te te nine doe 0a Weng Dine s « Saree Ree ees 1,820 
Nicaragua so. boasotoon aid. beneed. olbrl. decd. mos  beauboiw ad [pea 1,820 
| 231-79—Exotic species— 
PVOLY OBS iis cad hele oi ced eatin € ee COTS be Sug Sicvel ss lef aca ohn Mae EES ciate: 145 
ARTE Sy os gee eee es ta. oie as we ian le Gaceie e laiin prt ack Ola. ate Sub: Sha SS era eet g 17 
H's WS es al i ee RUE Oe na eee al ear A aM neRL DIRE OMIM gh SE RINDI Ie AT 15 
SOAs EERE EB EE AE BR one: ep rriny tit Drone nr cg, Co ire 20 197 
Total imports of tee aE SA WOE Baa Se erglard ie'y ata San tet Datta chao Seamer ek «tate ee 18,421 


“*n.a.”’ means that Separate figures are not available for the product in question. 
*Information supplied by the Department, of Finance; 
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Wood waste 

Imports of sawdust in 1966 were as follows: 

($000) 

Ne Ara 5 or aed ie a a tah Ha LAURE ISN yw cL Sehr ios ely AICS on ea 98 

Japan seh y... LAVAS so en Pe ee Se ae EP Ee HIS. Lek. SORES. ee «ae if 

105 


Imports of other wood waste and firewood are included in class 238-99, 


materials, not elsewhere specified’’: 


eon cee nee eee eee wee eee so ese ee ewes eeceeee eee eee ee ee Heese eee ee eee EE 


3. Imports of ski boots 


“crude wood 


Import figures for ski boots are not separately available. They fall ee import class 790-99, ‘‘foot- 


wear, not elsewhere specified’’, a large ‘‘basket”’ classification. 


4. Imports from Japan in 1967 of tires and tubes under tariff item 61815-1 


Import figures for the full calendar year 1967 are not available. However, the most recent monthly 


figures indicate a slight drop in imports under this item from Japan, which in 1966 were $1,109,000. 


5. Imports in 1966 of leather 


Item 
60407-1 


60410-1 


-60425-1 


60505-1 


(a) On which a reduction in the M.F.N.@ duty is provided for in the Resolutions, 
(b) for which no M.F.N. reduction is so provided. 


(a)—ON wHicH A REDUCTION IN THE Most-FAVOURED-N ATION 
Duty 1s PROVIDED FOR IN THE RESOLUTIONS 


Description 
Patent leather (Imports are included under item 60405-1 and are not separately avail- 


Sheepskin or lambskin leather, further finished than tanned, n.o.p. 


PAIGE WINS ON 55 is oda Sa ae wasn epee a ce ye ee 
WPANCO S30 ee Bley Sink eee cle ees LUE « Sees g eiee SER CeO ieee 


U.S.A 


CT iC i Cc ry 


Sole leather 


United Kingdom 
Mainland China 


Corer eee eee ere eee eee eee ere reese eee seer eer ere ereeseeee see srseesseeesreseseseeensesn 


Cr 2  D 


¢ <4. te "e's % % "sw 'e e's "eto o's foe os Sines les 'o le fe ote ete elec 6 6 ee 6 6 © p's @ eete 66) s ee « O16 eae 


Leather produced from East India tanned kip, uncoloured or coloured other than 
black, when imported for use exclusively in lining boots and shoes 


United Kingdom 
Ireland 


eee zee eee eee oer e eee ee eee ee HeH SH aeseeeeee HFEF aveFCeeeeeces ain © orem ces SRB eee BC 


eee ere erm ee ee ee ewe eee reer eer eeeree eee ereee ese eee ereeeeesreoseseses 


Fo OO le B10 0: 8 15) 6 OE, 69 WO 0 0B 1&0 @ e(0 HU @ 0 6 e086) 0S abl (Oye (ei wile [06 (6 6) © (0 0) #0) 014 010 Gee 0 (6) 16 elle 6 (6) Srese) 


SC Oe 0 68 Oe 6 6 He 6 6 8 Oe eo ee 6 8 Oe 6 e 6 0 F616 e600 6 6 6 0 6 6 M0 60 6 6 6:0 26,16 Ore pus © ik 6 6" 6 © 16) PNT 8 


($000) 


Statistics 
not available 


1,245 


(The only case in which the British Preferential duty is reduced is item 60600-1. Imports already entering 
duty free from B.P. sources are marked with an asterisk. 
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Item Description ($000) 
~ 60515-1 Genuine pig leathers, n.o.p., and genuine Morocco leathers; so-called roller leathers 
Rinirted Wincdonsurh, TO), JORIS, DAK seomec, to, phd’ of sositeal, anilead 905* 
BRA ee See ree aa SEAL LAAs FRCS EES h 584 0645s 1 1 Dee bee ee b 
er re ee a bo ogg or we dn EC ee re ieee e ee ee ues 2 
CRGUAMD 1 AREAS RA SES e DURES 7724 ERE REG CoE ee Pee ene bz othe db cee... O* 
Matmland “Ching...t:rizersineereecsccdes ccs ef RTO Onan Cd... 1 
cha eae Ge, ioeaetelpa abled ae deledb diets db irae dick ait Ag Sed 1b bebe erny cdo ee Pe a 
EY SEG | dened Ca one atl pinay Rebel adhd hated adhe ati talent lin Aelita Sane oft «ON a 7 
jis oe Pak een co fe i Sp aan anR et ek ER a a See TD teenie ne aliend 4! A me P 426 
1.351 
60600-1 Leather produced from East India tanned kip, n.o.p. 
MWCO: ICO Ie Mec. Ae etch be culk ba lees bv eaen cock dee tee oe sk. 3 
re Oe ee a ae ie ce lane awk wns ca octane. (on co 2 
5 
60705-1 Leather, consisting of beef-cattle hides, horse-hides or sheepskins, but not including 
‘suedes, Cabrettas, Spanish capes or African capes, when imported by manufacturers 
of gloves or leather clothing, for use exclusively in manufacturing gloves or leather 
clothing in their own factories 
a tGPOd MAACO oe, AAs wet Ce ECan els cs coc s Sa sc ce coo 6 cole seiy sOheM oid ws, 64 408 316* 
SP ONTCO ner et mem euer ge siete mye See SL i ek NS Sih, EoRGR IS OU RRA hm 8s A RD YOR IN rire 4 
pe DE BE BS ee an A en SRE ee ORE ONS RELY AbAnD CreRy 51 
370 
60710-1 Leather, not further finished than tanned, in whole hides, in grains, or splits, when 
imported by manufacturers of upholstering leathers, for use exclusively in the 
manufacture of upholstering leathers, in their own factories 
A LOI ra ine Side o a oalel a on Gi A9 ak HOHE SEA RB eae teas CREE ceewcs 132* 
Kon Fsevir Lute! olelal Ss hil attic Aaarade vale tate Ait eal A Red rn AE Sit en NE es abi abet ee 1 
ee eI Ps oa oe ae rotor Sats deta Masa adhoc nae EA AA mI Lalo alia 1 
134 
60800-1 Leather not further finished than tanned, and skins, n.o.p. 
REE OC OE CAE Rome eh en Pn ene. ie RNA AT YL NE en 148 
EG ARE 0S We AIST ee MEMORY Bierce Ms A ae inl ihe wid Suna avates loo sheer Spa ayy eee cae 3 
POC oe a Re PR Rk MN Sel a aha ahh le a uate 9 
VRE CCE TES a hic OS Te ie A Re nO Oe ONO Rm NT ae aera pron 5 
UG gee fa etc are ae MA Re IN es te ROO cee EE eet Oa ae ae ani 1 
INE CIICRIAMEIE TE a ere eae SORES Ae TTY Hee COE TEN Mauer ODE 24 
SO CISET EI EGS oe ke AA ro BONG tee R eta oe tate. SMO Cte tee 2 
Oe ee ae Syrass Sei h he ot aly rte 1? Mi Lala a aoe Avah y antat SR ONSEN eng Baayen 1 
PAAR ae A eR ee eee eae one ere eee Wing Gi oie div, p Mids Buel pipbdco a Ri er ate 4 
Ha QS CRATE ast ieee rr RG Oy a aT RC ee arr Core Pe Cr veg ec verre Pn eA Pe 1 
Dire Zreea bate oc asin om ego eo venie ein nn toeid ein vw wide wise on via RDNA OL, GLEE TED 2 
VISIR SN SS at pc A Rk here a eee eee RR POEM TERE mn BA he eho 8 
Ce a ee Eo a ns ay cis dane Gc ioe oe eines mo ere hora eto a) ee 8 
efi. PR eh a wan A Sa ia en ein ar Rte IRE TOR RENEE “REA! Hie. 700 
916 
Total.of category (a) (Excluding ‘‘patent leather’’).....:...... 6.0.0 c cece nee 5, 296 
Imports under category (a) which already enter free of duty under the British 
By Care a ES A ah gaan Pe Ce Aare errr shrePneine. 2,593 
Imports under category (a) on which duties are being reduced................ 1,523 
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(6)—ON wHIcH NO REDUCTION Is SO Proviprep™ 
Item Description ($000) 
60405-1 Belting leather in butts or bends; and all leather further finished than tanned, n.o.p. 
United Kingdom.......... eedeede didi PAPO RG Cee tar tee os 2A ROMO cs aces 2,884 
ERs) Chats pene nts em 2 Rt are par nC mMEmE 2 Om SA) se ie a Ree’ SRR HR 9 
HSL Ae lig I mop api ll es ther Mead ata th hc Rae pent. Ba ae i ne ne ee 104 
Belgium-Luxembourg...... SERRA EME eens dame eo eG) Bekele ees aaea ss 12 
DL NGTE geen ee EN ree Siting: «saws giv ek eee Rint ie ae eee aE eae oe 1 
PET eine, ted, ardheauhcneesin’ Hn dnesbina”amatanl deliahardiat ais Sule ye Semin eet pum Meh tahe Dy gelatin. 175 
West CLOPAUY sc ote eens cat thas + no ebie eRe EE eee: ode acinar 496 
Tey eee ee See ets ey car nics PE OME ito se een eae 27 
Netherland gic cc ailga wale «sam ie here ll I, oleae einen eth OO 8 eae 8 ok hae een 56 
INGE WEYo oi 8 hc he’s Abie Wine eh fa sis With eee een Re eet cia ee eee 3 
DSL cays ous soo sis Sees BAS BE beatae Ee ad ane eee ee ee ee 20 
Sweden. 24 [08 O06 BOL TAR, eee. Behe. ONS. ees See eee 360 
Switzerland Fee Vise ce Be ONS e be PPE LE EEE A re ee DON fc cce cas 4 
Wuroslavia ss: i ieer sys shee sea disss se puss ho mers 6h ere 642 wit es ee La) 11 
PROTAUT Are Le Pere Le Ce See eee Le ee, Pee ee mits Mclkis a AteBIes 2 iin ie Suara 1 
Mainland hina aero, See UE . Oe OR RS, EO, SOM IOS. ¢ 1 
Samaria: he HARE Core Be Sat oe Se Peet, Core Se A eeteee. SUateuae, ee ee 5 
FEA 1 a RRP ARR eA ae edn et Sean Wate ES MBO Spot ihe BRKT FR OMY NR Ag 16 
NewyZ@oland.ssclunest op wievioutesn ausnspk asidéels wackkual i errata fas << 1 
Brazil roc eoRe 8 DG ee es OY, A DI ae ee ER... 3 
NESKIES Peed nh ¢ SEER AOR AERO, DE cca. were 6 os hapten a Pee cin alee nes 35 
VED Aces och agumhe ln alee suoks yecieh se soaies aie hop et ane otras ote, © ee 1,585 
(Includes an undetermined amount of ‘‘patent leather’’,) on which duties are being 5,778 
reduced ces 
60415-1 Pinseal Jeather made from seal skin 
United Kingdomiuotest ep, Matt ti eenee, aanietelnday le esi sen ent: oes 18* 
BAe 0, ay Memes SIMRAN RPA ie” Ne ees OP aA TINE Bes A Nd viene FD PMN BRON gm ome Te Oi Be cain 1 
i Vio e ba’ Oy ay shade Geentrarchuicte tal erie tribals elena nuvi pane ta, upemryal « eRe NJ utube | 
20 
60420-1 Crust oil leather, for use in manufacturing chamois leather 
United deinedom. lobe Siu, Aa ah A are atid it aaa gb AlN ence x RBCS Sar fon Beh abo se 19* 
USwAtiagsescicresagcscasagereasatecescas ssa sentcnc Ree, POEM occas 1 
20 
60430-1 Alum tanned horsehide leather for use in the manufacture of baseballs 
DisivAanesiegsuvas vb 8644 44,8 66a SAA, Oba A Aa Rae AA de RE ee oe 62* 
62 
60510-1 Genuine reptile leathers 
WnitediKangdona), fir. te. CXR, HO. TORI LIOR CL, RE, oe ces oo es beg 
TOP ant ee Sa th ats eh ctr ca ce ee Laea aus fire Cee Tas ee eee 4 
Wiese Teer Mmany..co. sneer eee ie Se aes sans eee eae Mee SEP Ob es Ut ee eatects ne alone 2 
SSWOGER 6 5 sp wesinin oo io dG sete Bala a woe eae OE SS he ee ae be eh ee ee 1 
SE APBEI oot ceca stead eee ote iw tales kaw se sw hss RE ee WC eg ee ine ieee nD 3 
MeXic0. «0.5.09 .4004odbnek deodees! aatiishod) ak wronedas tos beeho Ts +. 45055 1 
NY A aise ebinie eine abalele Reale ola eR ale iol Os Re Sen ae incrag ete Rs ie eae 125 
143 


(Imports already entering duty free from B.P. or M.F.N. sources are marked with an asterisk. 
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Item Description ($000) 
60700-1 Leather, n.o.p., when imported by manufacturers of gloves or leather clothing, for use 
exclusively in manufacturing gloves or leather clothing in their own factories 
LES YO DTI oan Mba pny Colcts ae ale al DUNE Ee OR Nila 1, 110* 
BB) Is ANI Se 1 50d NT te Sgt toa res <A AMR LP A ae MY I ARR i 
Det CAMO Meter ra, aa neAe RUM Ee cen Vel cs cl dl nat a DR alte NL Ae 9 
EE UO eet Tides Sion ne LAMM EN creyn ys olOr/e Sth cies csert te Ghuadd Sil iow ate lete Me 125 
eed Oe NRE ts oat ee Th oy yO ote a ea te Reg aati iy Obae ty 7 
EGRET Oe Pe se Te I ew ue og dhe ge 4 
EES IER ST Silene | UTS Saat NO coe VR OO Pep Pr IANA 24 
EVA PMN Sree ete een ree Mada ROE cd Selle stay a te hye Siste Wie way TAG caus wae elas 7 
Se rates ately aa tale tia aye os MO er Aik Fay (Ital OY ahs a OM hg Ble done aah wen eouay hie 6,839 
8,126 
60805-1 East India kip leather, not further finished than tanned 
Dt Oa ee te HG ELL 4 tha ca del Ly. Caw aie bola os Mee ee Ce ee 44* 
CCEA al weal bal tel oan tel Nata psa Be OG aa eT ULB ae FW 2 
ae ee EE ON ARNEL ie egitim oA. lS UMIN y aoh patel eT cs MM Ga von 
a ee os gc ec on ce eee 6* 
59 
60810-1 Sheepskin and goatskin leather, not further finished than tanned, when imported by 
tanners for processing in their own factories 
Batted Wanodom 4: bit. ye fl tel Ae UG. A Bee on Bi aa, 27" 
ee ee ay ie Meecha ch ve tea ae hiniae ei 8 woe oi alied mies a aetidnerteacue arse 1 
Gare ee Nt ales ee OM Pe oY as elo ae eet Ae peas Gee tor 
eee ee: reseed tel ALISA are Crete teins Jiebk leat a! 5 eelae Wl Wa gue maar Ont Mat 2 
105 
60900-1 Belting, of leather 
UmtedsiC ir dot Aa A A te cg PO. Sk PE Ben ts A, oie i oun ows 44 
PVCS MST EY iE 0 Oo re ual adel es uate au sacs ay oan Sm ae a eee Ais 2 iy 20 
PY CUO e soa aren Ce Veil edi ise <8 oa) din Gate © DAME PI re ee eg nce rrr ts 1 
Die ee te Pir ee Ue ele IN oD Asay aoe ald oi ae ae eer aeatan eye le iaale & sacl A el ee 1 
Be, hen yO URE ean aria ein gitk PREECE OE ee ee 10 
76 
Total of category (b) (includes “‘patent-leather’’).............2000cserpeceees 14, 389 


Total of imports under category (b) which enter duty free from B.P. and 
MD IN, SOU Cee, Re. RO RE. Det ee i Bos od via ae ba oialeigalalg & oes) ale 


A OEAY TGR EOE DOR lacs acs eel eee Mik ik ebicas 6 ies vc a crass boo wate RIE Nieto Peary # ote 
OU Weir BILOAs Ue ATCO. 2 a, ee dada a viene waco ou wale Ui ehapin ale timie nancy 3, 967 
Libbiecrisciliy Ped BOCs .. dih al Rec tMiniue, «Pasig ae « «la age MASS 1,523 

Dutiable imports on which there is no reduction in duty...............+0005- 


eS eee a ee a a aaa A a cm 


($000) 
19, 685 


5,490 


14,195 


att his hen an abdprrd Dn econ Do ten 


SRE A eh 4 > Ge gree ves.2 A PND CEA Ge Sp a ER CEE PWS 


ebaaliediol 


Sed lo aes CR eee lee oe 


Magnani sik cea ieetaiy enitaamaiaameedian a 


s whe <8 An 
ino 
ae ape? ee ean 


At wey 
veever® ' 


gr 


ass ° “ momen vis aie 
essen ) | ; 
awete stg eK aeionn) Lie peaks * epee ae oe} - 


o 
208 * a) ve LB Se ebon.g + J 
sapien... Sy Shree . rich Ore eee ca te i aida aS a) ‘pea mr, ns bane 


div bs acid be pbe nmdsee rh ov Odes de 14h taleulbnwe ON baie OU Anh eee - : 


i 
Norwny...... ‘whos Opis Poe ueee el EE ee det tee eR hk tL 


Switeorlaad.-.«: eiverters WhRELPIURUTIELETESETALELE: a 
tevcees + Mupeabevinsecrssoreesreeerearecrses ponies s Pe es veda 
dle one wage stan 3s Relig he OR sek a ESE TANS SARIS PSNI B os re cere ne 


Vet enen Set Ae tap ot Se el he dhe . eee ep Preset k tlie a 
bp dy Bol tary al . SPT TELE ul Pr bta seb beks 

a ee SRA ee RA he Ri ee he eee Raat pats Anat, 4 8 Pea en nee 

i apa 


, “PREM ta hRP 4 19997 b* patie ney 4a" 4 ed ed Ye V G4) OO 5 he Ken he me ot eneeney 
ws ee tne ey 6 EN Cit eae & oe 49 Cartes he eyae se tees ag heed eae beaten One 
ow Zonlond 


Dias aati aX oS VAP Or we eee GO Sr? 5 Ceteep te? ae ere oy Seen Sen 


xd i dye > bow wd aadé boitela i ro i ot "* ‘ebieieoa 
S.A. ree Phare terete hee 


ee 
enchne wesc? rt hat ete) AR i being 6, 778 
2 ON hee eOrh ¢ «hs 1s 4S CASS KN O4 ee Char Tee eve Fa REM vgn s #8 RSE eas —— 


eee eee eee eee eee ee eee eee eee ee eee ee ee ee ee ee a oe 2) 


ee tay Pe nO eT eee one ae ee ey , of 


Pineal Ieethor ouside fete Rent akin 9)” tide Li Msi _— ae 


Taitesd Biaplom: Pe bei SSC eee ke caw aes Peden vw Wear raseeeeat pee ee res 

POOR ers sso vbuny ncaneadon te uvberveeaaneas 5 am OF Churn ta Gan thee ae 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, January 31, 1968. 
(27) 


The Standing Committee on Finance, Trade and Economic Affairs met at 
3.45 p.m. this day, the Vice-Chairman, Mr. Clermont, presiding. 


Members present: Messrs. Ballard, Cameron (Nanaitmo-Cowichan-The 
Islands), Clermont, Gilbert, Gray, Irvine, Lambert, Latulippe, Macdonald 
(Rosedale), McLean (Charlotte), More (Regina City)—(11). 


In attendance: Messrs. John Richard, Counsel and Gordon Hooper, Customs 
Consultant. From the Department of Finance: Dr. C. A. Annis, Director of 
Tariffs. From the Department of Industry: Messrs. J. McKennirey, Machinery 
Branch and L. F. Drahotsky, Chief, Commercial Policy Division. From the 
Department of Trade and Commerce: Mr. A. R. Porter, Office of Trade Re- 
lations. 


The Committee resumed consideration of the subject-matter of the pro- 
posed Customs Tariff resolution. 


The Vice-Chairman introduced the witnesses, Messrs. Richard and Hooper, 
and at his request Mr. Richard summarized the brief. (See Appendix O) 


At 4.00 p.m. the Chairman took the Chair. 


At the request of the Chairman, Messrs. Annis and McKennirey commented 
on the brief, and were questioned. 


Messrs. Richard and Hooper were questioned and Messrs. McKennirey and 
Annis also answered questions. 


In answering questions, Mr. Hooper tabled an additional submission en- 
titled Regarding the Meaning and Application of the Phrase Class or Kind 
Made (Not Made) in Canada which, by order of the Committee, is attached as 
Appendix P. 


In accordance with the decision of January 18, 1968, information supplied 
in answer to a question of the Chairman is attached as Appendix Q. 


At 6.05 p.m., the questioning having been concluded, the Chairman thanked 
the witnesses and the Committee adjourned to 11.00 a.m., Thursday, Febru- 
ary 1, 1968. 


Dorothy F. Ballantine, 
Clerk of the Committee. 
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The Vice-Chairman: Members of the Com- 
mittee, we have for presentation this after- 
noon a brief from a number of importers of 
meahinery and equipment. Mr. Gordon Hoop- 
er, Customs Consultant, and Mr. John Rich- 
ard of Gowling, MacTavish, Osborne and 
Henderson, will present the brief, make any 
further comments they deem advisable, and 
endeavour to answer your question. 

I understand that Mr. Richard will com- 
mence by summarizing the brief which, I 
understand, was delivered in English and 
French to the members of this Committee last 
week. 


[Translation] 

Mr. John Richard (Gowling, MacTavish, 
Osborne & Henderson): Mr. Chairman, mem- 
bers of the Committee, I thank you for having 
invited myself and Mr. Hooper to appear 
before you. I will briefly sum up the brief we 
are presenting to you and Mr. Hooper will 
make supplementary comments. 


[English] 

Mr. Chairman and members of the Com- 
mittee, we thank you for your invitation to 
appear before you. I will summarize the brief 
which Mr. Hooper and I have prepared and 
following my remarks Mr. Hooper will have 
some supplementary comments to make. 

We have set out in the first part of our 
brief the Ways and Means Resolutions on 
the Customs Tariff tabled by the Minister of 
Finance on November 6, 1967, conserning 
tariff item 42700-1. Our comments this after- 
noon are directed to that tariff item proposal 
only. 

The tariff item introduced by the Minister 
of Finance and the Minister of Industry in 
the House of Commons Debates held on 
December 12, 1967 also explains the purpose 
and intent of this proposed item and referred 
to it in the context of a machinery program. 

The first point that we wish to make is that 
this machinery program should encourage the 


development not only of an efficient machin- 
ery industry in Canada but also encourage 
the development of other sectors of the 
Canadian industry such as those that require 
machines and accessories for the efficiency 
and expansion of their own industry. 

The next thing that we wish to note is that 
proposed tariff item 42700-1 and its proviso 
purport to give effect to an undertaking given 
by Canada pursuant to Article 28 of the 
GATT Agreement of 1947. There is no doubt 
when one reads the Minister’s statement and 
some of the background on these negotiations 
that this proviso is proposed to Parliament in 
order to give effect to the undertaking given 
by Canada at the Kennedy Round negotia- 
tions. It represents a concession by Canada to 
its trading partners and, therefore, is intend- 
ed to benefit exporting countries, and as a 
corollary to benefit not only importers of 
machines and equipment in Canada but also 
the users of such machines and equipment in 
Canada. 
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We have attached as Appendix ‘A” what 
we understand to be the text of the agree- 
ment or undertaking given by Canada pursu- 
ant to Article 28 of the GATT Agreement. 
This is, as we understand it, the text of the 
agreement in which Canada has made its 
undertaking to its trading partners and, 
therefore, this is what we are considering 
when examining the machinery program and, 
in particuar, proposed tariff item 42700-1. 

The Minister of Industry in the House of 
Commons debates on December 12, 1967 
admitted and recognized that this undertaking 
was given to enable Canada to pay for tariff 
concessions offered by Canada’s major trading 
partners in the Kennedy Round. Therefore, 
this undertaking and this proposed machinery 
tariff are concessions for the benefit of coun- 
tries exporting machinery classifiable under 
this proposed tariff item. In fact—and this 
appears from the text of the undertaking as 
well as from the statements of the Minister of 
Finance, the Minister of Industry and other 
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officials during the course of these hearings 
—Canada has made an international under- 
taking in the context of the Kennedy Round 
negotiations at GATT that the average inci- 
dence of the duties on all imports under the 
proposed tariff item 42700-1 from countries 
entitled to the Most-Favoured-Nation tariff 
shall not exceed 9 per cent ad valorem in any 
calendar year. 

The Minister in his statement, a text of 
which I have set out in our brief, refers to the 
effect of this concession. He says in part, and 
I am quoting from the Debates of December 
12, 1967: ’ 

As a consequence, Canada gave an 
undertaking that the average annual inci- 
dence of m.f.n. duty under 42700-1 would 
not exceed 9 per cent. This undertaking 
is tantamount to saying that at least 40 
per cent, by value, of future m.f.n. 
imports under 42700-1 will consist of 
machinery not available from production 
in Canada and consequently duty will not 
be collected on them. 


As presently proposed, there is nothing in 
the proviso to proposed tariff item 42700-1 
which refers to this undertaking or, in our 
view, which gives effect to this undertaking. 
This is the first major point in our submis- 
sion. As presently worded, the proviso gives 
no guarantee that proposed tariff item 42700-1 
will in fact lead to a reduction in total duties 
collected on the machinery involved to a level 
of at least 9 per cent on importations from 
MFN countries. Now the Minister of Industry 
in the Debates in the House of Commons on 
December 12, 1967 sought to allay the concern 
of exporters and users of machinery by refer- 
ring to the percentage of machinery imports 
during recent years. In our respectful submis- 
sion, the Minister had no grounds to form an 
opinion as to the percentage of imports of 
machinery which will in fact be held to be 
duty free. We say this for the following rea- 
son. The figures and percentages which the 
Minister relied on—are based, and he said so 
in his own statement, on a test of “made” or 
“not made” in Canada. This test of made or 
not made in Canada is not carried forward in 
the new proposed item. The test in the new 
proposed item is that of availability from pro- 
duction in Canada, which the Minister has 
said is something quite different than the test 
of made and not made which he considers to 
be a discredited test. Therefore the figures 
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which he presented to the House of Com- 
mons, which were based on made and not 
made, do not necessarily have any relevance 
whatsoever when a new test of availability 
from production in Canada is to be put into 
force. This international undertaking which 
has been given by Canada and the guarantee 
insisted upon by its trading partners does not 
form part of the domestic law of Canada 
since no reference to it is made in the 
proposed tariff item or its proviso. 
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The second major point which we wish to 
make is the following. We would ask the 
members of the Committee to note that the 
proviso to the proposed tariff item 42700-1 
provides for two basic tests when considera- 
tion is being given to applications for remis- 
sion. The first test is whether the goods are 
available from production in Canada. We ask 
you to note that no criteria, or no definition 
of availability from production in Canada, are 
proposed in the proposed tariff item. The 
second test is that of public interest. 


In my brief I refer to the statement by the 
Minister of Industry, where he makes. this 
very clear in the debates of December 12, 
1967, that these are the two tests that must be 
met. 

I ask you, then, to refer back to the agree- 
ment or undertaking which we understand 
Canada has given to its trading partners, and 
nowhere in the undertaking given by Canada 
is any reference made to the criterion of pub- 
lic interest. It is, therefore, our submission 
that the proviso to proposed tariff item 42700-1 
contains a test or a criterion which was not 
agreed upon during the GATT negotiations 
and which was not contained in the undertak- 
ing given by Canada. 


This test of public interest, if applied as 
suggested by the Minister of Industry, could 
mean that an importer or user of machinery 
who otherwise would be entitled to free entry 
of the machinery on the basis that it was not 
available from production in Canada would 
be disentitled to such free entry by reason of 
a decision of the Advisory Board, the Review 
Board or the Minister of Industry that entry 
free of duty is not in the public interest. This 
phrase, or this expression, “in the public 
interest” is a broad and, in our view, arbi- 
trary and discriminatory provision which was 
not intended in the original undertaking 
given by Canada to its trading partners. 


Mr. Chairman, members of the Committee, 
our final submission relates to the procedure 
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| for remission of duty under the proposed 


tariff item and, in particular, the provision 
for a right of appeal from the finding as to 
availability of the goods from production in 
Canada. We ask you to note that the decision 
to remit duty is to be made by the Governor 
in Council on the recommendation of the 
Minister of Industry. In order to assist him in 
making a recommendation, the Minister of 


: Industry has stated he will constitute an Ad- 


visory Board and a Review Board. The Advi- 
sory Board and the Review Board will be 
established by the Governor in Council pur- 
suant to the Department of Industry Act and, 
I would imagine, pursuant to the provisions 
of section 15 of the Department of Industry 
Act which reads as follows: 
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The Governor in Council may establish 
advisory and other committees to advise 
or aid the Minister or to perform such 
duties and exercise such powers as the 
Governor in Council may specify, and 
may fix the remuneration and expenses 
to be paid to the person so appointed. 


It is clear, in our view, that both the Advi- 
sory Board and the Review Board are merely 
advisory boards and that the Minister of In- 
dustry is not bound by their findings or 
recommendations. And here I refer to the 
statement of the Minister of Industry in the 
House of Commons on December 12, 1967, 
Hansard, page 5332. 


Now, it also appears that the Advisory 
Board will be comprised of a Chairman and 
the deputy ministers of Industry, Finance, 
Trade and Commerce and National Revenue, 
and will be assisted by branches of the De- 
partment of Industry. At present there 
appears, Mr. Chairman, to be no provision to 
give interested parties notice of any hearing 
and the opportunity to be heard. There is no 
provision that we know of for a public hear- 
ing or the opportunity to present evidence or 
to test any information upon which the Board 
or the Review Board, may decide to rely, nor 
is there any provision for the publication of 
the findings and recommendations of either 
the Board, the Review Board, or the Minister. 

It would further appear that all the Adviso- 
ry Board or the Review Board will have 
before it on which to make a finding and a 
recommendation will be the information and 
reports prepared for the Board by specialized 
branches of the Department of Industry. In 
our view, a program of such major signifi- 
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cance and involving goods amounting to 
approximately $700 million in import value 
should be administered in an open manner 
and the opportunity and right given to inter- 
ested parties to appear and to be heard. 

It should also provide for an effective right 
of appeal on both fact and law to an 
independent tribunal. The Minister would 
then be bound by the findings of the Adviso- 
ry Board, the Review Board and _ the 
independent appellate tribunal. We have sug- 
gested that The Exchequer Court of Canada 
could. be constituted as the independent 
appellate tribunal as it is presently constitut- 
ed on appeals from the Tariff Board under 
the Customs Act. But we do not necessarily 
suggest that is the actual independent appel- 
late tribunal which shouid be constituted; it is 
merely a proposal. 

Our proposal regarding the publication of 
decisions and the right to appeal to an 
independent tribunal are supported by Article 
X of GATT Agreement of 1947 and we have 
attached this as Appendix B to our brief. 

Mr. Chairman, those are the only comments 
I wish to make by way of summary of the 
brief we have presented, and it may be that 
Mr. Hooper may wish to make some supple- 
mentary comments at your pleasure. 


The Chairman: Thank you, Mr. Richard. 
Unless you would like to have your colleague, 
Mr. Hooper, join you in presenting your ini- 
tial statement, I will ask for any preliminary 
comments there might be, first from Dr. 
Annis and second from Mr. McKennirey. 


Dr. C. A. Annis (Director of Tariffs, Depart- 
ment of Finance): Thank you, Mr. Chairman. 
Much of what Mr. Richard has said involves 
matters of policy which I will try to avoid, 
but there are two or three places where it 
seems to me he has made statements of fact 
which I might usefully develop a little fur- 
ther or add to. 

First, concerning his statement of belief 
that in the administration of the machinery 
program due weight should be given to the 
interests of users of machinery, with this I 
am sure all concerned will agree completely. 
Certainly officials of the departments con- 
cerned do. Our ministers are on record stat- 
ing this, and I am sure that others would. 
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The first point I would like to modify or, to 
some extent I suppose, quarrel with, is the 
interpretation Mr. Richard has put on a mat- 
ter of fact which arises at the bottom of page 
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2 of his brief. There he said that the proposed 
tariff item 42700-1 and its proviso purport to 
give effect to the undertaking given by Cana- 
da and appearing in the GATT Article 
XXVIII settlement which he has reproduced 
in the appendix. I am not sure that I am 
interpreting that correctly, but it seems to me 
that this says that tariff item 42700-1 as it 
stands in the Kennedy Round schedule and 
in the Canadian legislation—the Resolutions 
—implementing that Kennedy Round 
schedule would purport to give effect to what 
appears in the Gatt Article XXVIII 
settlement. 


Now, if this is what is meant, then I would 
say this is not quite correct. Actually the 
situation is that the Resolutions before the 
Committee do implement and, I would sug- 
gest, implement fully the GATT commitment 
that was made and which appears in the 
schedule to the Kennedy Round settlement. 


The Article XXVII settlement is a some- 
what different matter. Prior to the Kennedy 
Round, Canada had certain undertakings with 
respect to machinery in which we had bound 
a rate not to exceed 74 per cent on a wide 
range of machinery of a class or kind not 
made in Canada. In order to implement this 
machinery program to which Mr. Drury has 
referred, it was necessary to re-negotiate that 
commitment to secure the acceptance of our 
trading partners to having it, in effect, wiped 
off the books. And the commitment that 
appears in the Article XXVIII settlement, 
specifically the commitment with respect to 
the 90 per cent average, is really a substitu- 
tion for the previous commitment to maintain 
a rate of not more than 74 per cent in respect 
of machinery of a class or kind not made in 
Canada. 

So, I would like to make that distinction. 
Incidentally,—it may be thought that I am 
trying to split hairs, but it seems to me that 
the point is worth making— it also is not quite 
correct to say, as is said in the brief, that 
Canada has made a commitment that the 
average rate of duty under this items shall not 
exceed 9 per cent ad valorem in any calendar 
year. The statement of intent is made that it 
is the intent of the Canadian government that 
the rate not exceed 9 per cent in any given 
year, and if it does, then remedial action will 
be taken. Perhaps that is splitting hairs but 
there is a difference, and it seems to me that 
the distinction is worth making. 


Mr. Ballard: Dr. Annis, I wonder if you 
could explain that point a little further? 


Finance, Trade and Economic Affairs 


January 31, 1968 


Dr. Annis: Let me put it this way. If Cana- 
da had made a commitment, an undertaking, 
that the average rate of duty under the new 
item 42700-1 would not exceed 9 per cent in 
any given year, then suppose in some year, 
let us say 1969, it should turn out to be 9.3 
per cent, we would be in breach of our obli- 
gations. But in fact, if it turns out in a given 
year to be 9.3 per cent, we have not breached 
an obligation; we have created a situation in 
which we have an obligation to undertake 
remedial action. The remedial action is not 
defined. It would be open to the Canadian 
government in those circumstances to decide 
what to do, but they would have an obliga- 
tion to do something to ensure that the rate of 
duty is brought down again. 
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Mr. Ballard: Dr. Annis, would this come 
about as a result of, say, a disproportionate 
importation of higher dutiable items? Is this 
how you would exceed it? 


Dr. Annis: Yes, if it came to pass it would 
be because of that. 


Mr. Ballard: And would the remedial action 
be retroactive? 


Dr. Annis: No, there is no obligation in the 
agreement to make it retroactive. 


Mr. Lambert: Would it be unfair to suggest 
that this might be an incentive really to con- 
sider public interest in the last quarter of a 
year in which the averages seem to be run- 
ning higher than 9 per cent, and by the 
remission in the last quarter reduce the annu- 
al average? 


Mr. Annis: It could be, yes. It would be 
surprising, but in terms of expectation it is 
expected that this problem will never arise. 


Mr. Lambert: That may be so, but I would 
put it to you, Dr. Annis, and this may be just 
a little bit beyond your responsibilities. This 
might be a very compelling motive from the 
point of view of the Governor in Council to 
grant remission in appropriate cases, say, in 
the last quarter of the year in which the 
average was running rather high. The price 
might be somewhat less than the remedial 
action it might have to take, as remission is a 
one-shot affair and remedial action is per- 
haps rather more permanent. 


Mr. J. J. McKennirey (Director, Machinery 
Branch, Deparimeni of Industry): Mr. Chair- 
man, in order for the average incidence to be 
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9 per cent or more it would mean that 60 per 
cent of the imports under item 42700-1 in any 
one year would have to be deemed to be 
available from production in Canada. 


This is contrasted to the distribution, which 
we shall talk about later with the “made” 
and “not made” arrangements, which are 
currently at 65 per cent and 35 per cent, the 
65 per cent being deemed to be “not made 
in Canada’. 

You will recall in earlier testimony I 
advised that there are no reasonable grounds 
whatsoever for assuming that the percentage 
of machinery coming into Canada that would 
be deemed to be available in Canada from 
Canadian production would be anywhere near 
60 per cent. There are simply no grounds for 
that. 


The Chairman: Could we have that stated 
again? 

At the present time what percentage of 
Canadian machinery imports enter duty free 
under a “not made” in Canada category? 


Mr. McKennirey: The statistics are kept by 
tariff item for, say, 1966, and under the 1966 
breakdown the distribution was 65 per cent 
“not made” and 35 per cent “made”. 


The Chairman: So, 65 per cent of the 
machinery imported into Canada in 1966 
entered duty free, being deemed ‘“‘not made in 
Canada.” 


Mr. McKennirey: No, no. I am sorry sir, it 
entered at 74 per cent. 


The Chairman: It entered at 74 per cent 
being deemed “not made in Canada” and 35 
per cent entered at the higher rate. 


Mr. More (Regina City): What difference 
would the removal of the 10 per cent of the 
market feature make in that ratio? 


Mr. McKennirey: Excuse me? 


Mr. More (Regina City): A manufacturer 
must have 10 per cent of the market to claim 
“made in Canada”; removal of that would 
have made what difference in the ratio for 
1966? Has that been calculated? 


Mr. McKennirey: Mr. Chairman, we inves- 
tigated that matter very carefully. First, any 
machinery manufacturer in Canada who can 
possibly get the higher rate applying to the 
products he manufactures normally can be 
expected to seek a “made in Canada” ruling. 
There are some exceptions, of course, where 
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because of the high volume of importation of 
parts he will not seek the ruling, but general- 
ly it is well worth his time to seek the ruling. 

In a careful analysis of the machinery 
industry we found very few companies 
engaged in production in Canada that have 
not sought ‘made in Canada” rulings. There 
are some, it is true. 

Conversely, there are some companies 
that—I have already said this—do not pres- 
ently have a “made in Canada” ruling, but 
they will enjoy the 15 per cent protection. 
Our considered conclusion was that on bal- 
ance it would about wash out and there were 
some cases where the “not made” items 
would be subject to 15 per cent protection, 
and there were some cases where items were 
coming into the country deemed to be “made 
in Canada” that really were not available for 
production in Canada. 
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The Chairman: I just wish to clarify this 
matter before we permit you gentlemen to 
finish your preliminary comments. 


You have told us that 65 per cent entered 
as a class “not made in Canada” in 1966 sub- 
ject to 74 per cent duty. 


Mr. McKennirey: Or free if it was BP. 


The Chairman: Or free, and 35 per cent 
“made in Canada” and therefore at the higher 
rate. 

I believe Dr. Annis told us, but for the 
incidence of duty on machinery to exceed 9 
per cent ad valorem what per cent of the 
imports of machinery would have to enter? 


Mr. McKennirey: It would have to be 
adjudged “available in Canada”’. 


The Chairman: “Available in Canada”. 
Mr. McKennirey: Sixty per cent. 


The Chairman: Your contention is there 
would have to be a considerable shift. 


Mr. McKennirey: There are no grounds 
whatsoever for assuming it would ever take 
place. The shift would have to be from a 
situation now where 35 per cent of it is 
roughly in the same category, so it will be 
deemed “not available’; it would have to 
move up to 60 per cent. 


The Chairman: It would have to move 
roughly from 35 per cent to 60 per cent? 
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Mr. McKennirey: That is right. I am sorry, 
I should not have said deemed “not availa- 
ble”, I should have said deemed ‘available’. 


The Chairman: Perhaps we should see if 
Dr. Annis has completed his preliminary com- 
ments, and if so we will return to you, Mr. 
McKennirey. 


Dr. Annis: I think there is only one other 
point on which I could usefully comment, Mr. 
Chairman, and it is that in his statement Mr. 
Richard emphasized a point which is made on 
page 4 of the brief, and he emphasized it in 
his oral statement, that the 9 per cent com- 
mitment forms no part of the domestic law of 
Canada. This, of course, is perfectly true. My 
point is that the way in which it was said 
seemed to me, at least, to carry an implica- 
tion that this was unusual or even improper. I 
would point out that that implication certain- 
ly would not be justified. 

It should be noted, in particular, in this 
connection, that in previous undertakings 
under the GATT—and there have been five 
previous rounds of negotiations—and also in 
our previous bilateral agreements with the 
United States, of which there have been 
three—two since the Reciprocal Trade Agree- 
ments Act of 1934 was passed—in each case 
the Canadian tariff concessions were intro- 
duced by Order in Council, not by statute. 
Therefore, the traditional pattern has been to 
implement our commitments under GATT 
agreements, and other agreements of this 
sort, not by statute but by Order in Council. 


The exceptional measure that is proposed 
this time is of implementing the tariff conces- 
sions by and large by statute. 

Those are the only points that I wish to 
make, Mr. Chairman. 


The Chairman: Mr. McKennirey, have you 
any further preliminary comments? 


Mr. McKennirey: Mr. Chairman I have just 
done a little elementary arithmetic. If you 
were to apply the percentages of 65-35 against 
the new rates and assume that 35 per cent of 
the machinery now coming into Canada, 
which was formerly deemed “made in Cana- 
da’’, will be of a class or of a type that will 
be deemed to be available from Canadian 
production in future, the average incidence 
would be 5.25 per cent. This gives some indi- 
cation of how far this thing would have to 
move before we would get into this danger 
zone of mine. 
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My other comment is on the point that was 
made that there was no provision for publici- 
ty on the findings of the Advisory Board and 
that there were to be no public hearings. It is 
true that under the procedure contemplated 
in the machinery program there were no for- 
mal public hearings. Importers and machin- 
ery builders have completely unrestricted 
access to the officials in the department con- 
cerned with implementing the program. 
There are no reasons that whatever informa- 
tion they may be seeking—apart from that 
which is commercially confidential—could not 
be disclosed to them. 


As I have indicated before, in talking to 
the representatives of importers and builders 
they have been assured that they will get 
complete service in this respect. 


Roughly the same comment applies to the 
findings. The administrative procedure 
involved in attempting to advise people in 
detail of the decisions that are made on a 
day-to-day and a week-to-week basis is so 
cumbersome that it would not be useful to 
anyone. 


Therefore, we were planning to make these 
findings available in some way that would not 
involve a_ great deal of administrative 
difficulty. 


I thought that I should make those two 
points. 


The Chairman: How would they be availa- 
ble? Could Mr. Hooper go and look up the 
rulings? 


Mr. McKennirey: If Mr. Hooper represents 
an importer and is anxious to find out wheth- 
er or not a particular type of machine is 
going to be deemed “available” or “not avail- 
able’, he can come to the Department of In- 
dustry and ask what have been the findings 
of the board to date on machinery in that 
range. 

Furthermore, if he represents an importer 
who has a particular machine in mind even 
before he has purchased it, or placed it on 
order, he can make it the subject of an 
application for remission, and can get advice 
from the Minister on it. 

Machinery builders, likewise, can come to 
the Department of Industry and ask relative 
to any particular range or type of machine 
that they may be building, whether or not it 
is being found ‘not available’, or what is 
being found “not available’. 
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The Chairman: How complete will be the 
information that the advisory board or the 
review board will have available to them, on 
which to base their recommendations? 


Mr. McKennirey: I am sorry, I did not hear 
your question, Mr. Chairman. 


The Chairman: Mr. Richard in his brief 
cast some doubt—I think I can put it that 
way not unfairly—on the depth, or range, or 
details, or scope of the information that the 
advisory board or the review board would 
have available to them as a basis for their 
recommendations to the Minister. How com- 
plete will the information be? 


Mr. McKennirey: I wonder how much more 
complete it might be, Mr. Chairman, in 
respect that the machinery industry has been 
asked to supply to, and has registered with, 
the Department a very comprehensive, 
detailed description of their total capability 
and the types of machines they supply. This 
is readily retrievable, so that when a decision 
has to be made on whether or not a particular 
machine is available from Canadian produc- 
tion we can refer to this most comprehensive 
survey in the machinery industry. 


The Chairman: Where is this kept? 
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Mr. McKennirey: It is kept in a data bank 
in the Department of Industry. 


The Chairman: Has this a 
application? 


computer 


Mr. McKennirey: No, sir; it is easier to use 
the microfilm type of approach, indexed in a 
very detailed way. 


The Chairman: Is this to be up-dated con- 
tinuously, or have you got the information on 
a one-shot basis. 


Mr. McKennirey: It is being up-dated con- 
tinuously. The machinery industry, of course, 
is becoming increasingly aware of the impor- 
tance of keeping it up-dated and they are 
urged to volunteer any information they have 
that might be helpful. 


Now, what happens in practice is that the 
characteristics of the machine in question and 
those of the machines that are available from 
Canadian production are tabulated, and engi- 
neers then spot the salient differences and 
indicate these to the board. 


The Chairman: Do you gentlemen have any 
preliminary remarks by way of reply, or 
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should we pass directly to questions from the 
members? 


Mr. Richard: It may be convenient, Mr. 
Chairman, with your permission, to make a 
brief reply to a few statements made by Dr. 
Annis and Mr. McKennirey. 

First of all, I want it understood that I—it 
was not the intention either of Mr. Hooper or 
myself in this brief to have innuendos or 
veiled implications. We are merely putting 
forward what we understand the procedure to 
be, from the information that was made 
available to us and the material that we have 
available. 

First of all, Dr. Annis qualified one state- 
ment as perhaps splitting hairs. This was the 
distinction that the undertaking, or the agree- 
ment, given pursuant to Article 28 of GATT 
was merely worded in an “intention” and 
therefore not an undertaking binding on 
Canada. I leave the members of the Commit- 
tee to read what I call the undertaking or the 
agreement for themselves. It is in Appendix 
A. They can make their own decision on that. 


The Chairman: Appendix A quotes exactly 
what portion of the... 


Mr. Richard: It quotes a portion of what we 
understand to be the undertaking given by 
Canada, pursuant to Article 28 of GATT. Dr. 
Annis is in a better position than are we to 
confirm this. 


Mr. More (Regina City): May I ask a sup- 
plementary question at this stage. It was my 
understanding that Dr. Annis said that we 
had re-negotiated that undertaking. Am I 
right or wong in that? 


Dr. Annis: We re-negotiated an earlier 
undertaking, sir. 


Mr. More (Regina City): I beg your pardon. 


Dr. Annis : We had re-negotiated an earlier 
undertaking which bound certain rates at 73 
per cent. What is quoted in Appendix A... 


Mr. More (Regina City): Under Article 28? 
Dr. Annis: Yes; under Article 28. 


Mr. More Which 


re-negotiated? 


(Regina City): you 


Dr. Annis: We re-negotiated a commitment, 
applicable up until January Ist, that the rate 
of duty on certain machinery of a class or 
kind not made in Canada would not exceed 

3 per cent; and we substituted, for those 
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previous commitments, the commitment 
which Mr. Richard has quite accurately 


reproduced in Appendix A to his brief. There 
is no question about the accuracy of that. The 
only question of which we... 


The Chairman: I just wanted to get the 
exact subsections which Appendix A reflect. 
Mr. Richard was very helpful in giving us the 
exact text. 


Dr. Annis: The only place at which there 
was a difference of emphasis or a little hair- 
splitting between Mr. Richard and myself was 
that his brief refers to... 


The Chairman: Page 4 of the brief refers to 
an undertaking. 


Dr. Annis: ...an undertaking that the aver- 
age rate of duty under 42700-1 will lead to a 
reduction in total duties collected on the 
machinery involved to a level of at least 9 per 
cent. In saying that I was qualifying that a 
little—hair-splitting, if you like. I was refer- 
ring to the fact that in the undertaking, as 
reproduced in his Appendix A, it says that it 
is the intention of the Canadian government 
that the average incidence of the duties, after 
taking account of the remissions, shall not 
exceed 9 per cent. That is a statement of 
intention, that is not an undertaking in the 
sense of a guarantee. Then it goes on to Say, 
provided further that if in any year it does 
exceed 9 per cent, then: 
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... the Government of Canada shall take 
immediate and effective remedial 
measures.”’ 


In other words, if it exceeds 9 per cent in a 
given year there is an obligation, and this is a 
definite commitment to take remedial action. 


The Chairman: Perhaps we should return 
to Mr. Richard so that we can move on to the 
questions. 


Mr. Richard: Mr. Chairman, I do not want 
to put Dr. Annis in an embarrassing position, 
but I want to refer to a statement made by 
the Minister of Industry when he was speak- 
ing on 12 December, 1967, to this proposal. 
This appears at page 5330 of Hansard at the 
bottom of the first column, where it says: 

As a consequence, Canada gave an 
undertaking that the average annual inci- 
dence of MFN duty under 42700-1 would 
not exceed 9 per cent. 


Finance, Trade and Economic Affairs 


January 31, 1968 


I merely quote the Minister to show that the 
words that I have used in my brief are sup- 
ported by higher authority. 


Dr. Annis: Touché. 


Mr. Richard: I may add, Mr. Chairman, 
that some of our trading partners, and par- 
ticularly the United States of America, con- 
sider this to be binding. I refer to a govern- 
mental publication which is in the United 
States Embassy’s library in Ottawa. It is enti- 
tled, “Report on United States Negotiations, 
Office of the Special Representative for Trade 
Negotiations’. On page 22 it says: 

To assure that a large part of this ‘‘not 
made in Canada”? machinery, in which 
United States trade totaled $235 million 
in 1964, will henceforth enter free, Cana- 
da undertook to bind the average inci- 
dence of duty on all production machi- 
nery at 9 per cent. 


This is an interpretation which has been 
given to this undertaking by other countries. 


Mr. Lambert: 
machinery. 


You said production 


Mr. Richard: Yes. 


Mr. Lambert: I would put it to you that 
there is a significant volume of machinery 
under 42700-1 which will not be production 
machinery in any sense, unless you consider 
blenders, mixers, hair dryers, and what have 
you, to be production machinery. A little gap, 
shall we say, in the nomenclature. 


Mr. Richard: I agree with you, Mr. Lam- 
bert, on that statement. 


Dr. Annis: May I also comment briefly. I 
agree; I think that a good many of us, both 
officials and possibly even ministers, have 
sometimes been guilty of using shortened lan- 
guage and saying “production machinery” 
when what they meant was “‘any machinery 
which is classified under the new item 42700- 
1” which, as you quite correctly say, is really 
broader than “production machinery’. It 
includes a lot of construction machinery; it 
includes vending machines, blenders, and so 
on, to which you have referred. 


Mr. Lambert: It creates some difficulties in 
logic, I must confess, when toasters and fry- 
ing pans do not get caught in 42700-1, and yet 
blenders, which stand alongside them, do. 
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The Chairman: Perhaps we can now move 
on to questions. I have Mr. Macdonald on my 
list, but he has been called away. Then I have 
Mr. Clermont. Other members who have 
questions may signify in the usual manner. 


[Translation] 


Mr. Clermont: Mr. Chairman, Mr. Richard 
is here representing importers of machines. 


_ Mr. Richard: The brief is submitted by Mr. 
Hooper and myself on behalf of certain 
importers of machines. 


Mr. Clermont: Would it be indiscreet to ask 
the names of some of these importers that 
you are representing? If the question is indis- 
creet, it is up to witness to say so. 
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Mr. Richard: I shall consult with Mr. Hoop- 
er before giving any names. I submit that 
their names would not change anything in the 
validity of the arguments we have submitted. 


Mr. Clermont: To me it might represent 
some difficulty. 


Mr. Richard: I will ask Mr. Hooper to 
answer this question for you, Mr. Clermont. 


[English] 

Mr. G. Hooper (Customs Consultant, 
Gowling, MacTavish, Osborne & Henderson): 
We represent the Quebec Asbestos Mining 
Association. They are primarily importers 
under the mining schedule but at times they 
import under the general machinery item, 
that is, when the machines are not for their 
use exclusively or do not meet the provisions 
of the tariff, and therefore they have to come 
under the general item. 

We also represent manufacturers of ma- 
chinery and tools in Canada, and part of their 
business is importing. 

We also represent dealers and distributors. 
I suppose I might say that in all, we repre- 
sent 25 to 30 firms that are interested in the 
implications of, and bring in goods under 
tariff item 42700-1. Those companies are 
located from the West Coast to the Province 
of Quebec. 


[Translation ] 

Mr. Clermont: Mr. Chairman, on page 5 in 
connection with the public interest criteria I 
read the following: 

“The criteria of public interest if 
applied as suggested by the Minister of 
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Industry might have as an affect that an 
importer of a user of a machine who had 
a right to import free because the 
machine is not available in Canada, could 
be deprived of the right to import free 
following a decision of the Advisory 
Board, the Review Board or the Minister 
because they consider that the importing 
free is not in the public interest.” 


I continue: 


“This is a very broad and arbitrary 
and discriminatory criterion. It was not 
foreseen when Canada committed herself 
with regard to the supplying countries.” 


Mr. Richard, even if the question of public 
interest was not provided for after the Ken- 
nedy Round Agreement, do you not think 
that the government has a right here to 
require certain criteria of availability or pub- 
lic interest to also protect certain sectors of 
the society other than the importers and those 
who use the machinery? 


Mr. Richard: Mr. Clermont, referring to 
Appendix A, which is in English, because this 
is the only text I could get, I did not wish to 
translate an official text myself, there is no 
criteria of public interest. 

Secondly, if a criterion as broad as that of 
public interest must enter into this tariff 
item, I would propose that this criterion be 
defined so that every one should know what 
it is, what the definition of this criterion is. 
The only comment I would make right now is 
that there is a criterion which is very broad. 
The Minister has recognized this. It is one of 
public interest and is not in any way defined 
in the legislation text we have. 
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Mr. Clermont: How would you define pub- 
lic interest? 


Mr. Richard: It is not up to me to define 
public interest. The Minister himself, since he 
proposed a criterion that he has entitled pub- 
lic interest, I think it is up to him to say 
what its definition should be. 


Mr. Clermont: According to you, Mr. Rich- 
ard, would you understand certain protection 
granted to thousands and thousands of people 
whose employment might depend on free 
entry? 


Mr. Richard: Yes, with a very broad defini- 
tion of this criterion, it could be interpreted 
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in that way. I do not think there are any 
limits to the definition of the public interest 
criterion. It is a question which is decided 
personally by the Minister at the time. 


Mr. Clermont: You said “by the Minister at 
the time’? 


Mr. Richard: I mean the Minister then in 
office. 


Mr. Clermont: I think an enumeration was 
made with regard to public interest in Order 
in Council 1967-2301). Some definitions are 
satisfactory and some are too broad. But cer- 
tain definitions were given with regard to 
public interest. 


Mr. Richard: You are talking about an 
Order in Council that I have not seen, that I 
do not have with me. All I can say, Mr. 
Clermont, I suspect that the definitions con- 
tained in the Order in Council do not limit 
the criterion of public interest, it only details 
certain circumstances of the public interest 
that might come into play. Being an Order in 
Council, of course, the criterion can be 
changed by another Order in Council. 


Mr. Clermont: Just the same as law, as a 
statute, because Parliament being supreme it 
can also change legislation which we now 
have in the present statutes. 


Mr. Richard: But there are other safe- 
guards when legislation is submitted to 
Parliament. 


Mr. Clermont: I think that the government 
is in its right in certain cases to not accept 
free entry of certain machinery and equip- 
ment to protect the jobs of thousands and 
thousands of people, because we had an 
example yesterday—not quite in the same 
field—where a firm or an enterprise had to 
close down in the Chatham district, I believe. 
The people were given a notice of one or two 
days. I think the government has the right in 
the public interest to see to it that certain 
machinery and equipment not be given free 
entry to protect the jobs of thousands of 
workers. Yesterday we had representatives 
of 49 companies who, according to their 
figures, represented 15,000 employees. The 
companies you represent here, Mr. Richard 
and Mr. Hooper, have how many employees? 
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Mr. Richard: I could not say, Mr. Clermont, 
but I would like to point out that the customs 
duty contains a number of other tariff items 
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which can also affect the country’s economy, 
and they contain no criterion of public 


_ interest. 


Mr. Clermont: I understand the position of 
the two witnesses here and the interests they 
represent. I think that their ideas and ours 
will not meet. There will be no meeting of 
ideas here. 


The second point I would like to discuss, 
Mr. Chairman, is the right of appeal. Mr. 
Hooper and Mr. Richard, what do you mean 
by an independent court or tribunal? Would 
the review board of three persons not be an 
independent tribunal or court? 


Mr. Richard: I do not want to suggest that 
these members would not be independent of 
mind. All I say is that in their proposed form 
it is an advisory board only. The Minister 
admitted in the House of Commons that they 
would not be tied by the decisions of his 
advisory board: or his review board. What we 
propose is an independent court in the sense 
that the Minister would be tied by the deci- 
sion of this appeal body, of this council or 
court. 


Mr. Clermont: Would this court also have 
to consider public interest? 


Mr. Richard: No, we do not propose public 
interest, just availability. 


Mr. Clermont: Then, the tribunal, the 
review board which the Minister of Industry 
has recommended, if the criterion of public 
interest were taken away, could take the 
same decisions? 


Mr. Richard: No, it does not fulfil the same 
functions that we propose for our independ- 
ent tribunal or court of appeal. It is very 
clear, according to the statements of the Min- 
ister, that these are only boards, councils and 
advisory tribunals and not legal or judicial, 
as is the Tariff Board today, which is a tribu- 
nal capable of giving rulings that bind the 
Minister. 


Mr. Clermont: Talking about the Tariff 
Board, Mr. Richard, does your firm have the 
occasion to appear often? I am asking you 
this question, Mr. Hooper. 


Mr. Richard: Yes, we have both appeared 
before this board on many occasions. If I 
understand the meaning of your question, our 
point is not to encourage other appeals to this 
board so that we can appear more often. I 
would like you to believe, Mr. Clermont, that 
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our representations are made for more valid 
reasons than that. 


Mr. Clermont: 
moment I will pass. 


[English] 

Mr. More (Regina City): Mr. Chairman, Mr. 
Clermont has just asked some questions I had 
in mind, but I would like to ask Mr. Richard 
if his ovjection to the review board is that its 
findings are not binding? 


Mr. Chairman, for the 


Mr. Richard: Yes, one of our objections or 
one of the points we want to make is that the 
findings of a board are not binding on the 
Minister on the question of availability. 


Mr. More (Regina City): Mr. Chairman, I 
would then like to ask Mr. McKennirey if this 
board sat on an appeal from the Minister’s 
decision after his. advisory committee had 
advised. him, would. the hearing be open to 
the public or would it be a private hearing 
with the company that had protested? On 
what basis would it sit? 


Mr. McKennirey: I think the concern of the 
Minister in a case like this would be for the 
interest of the parties involved. That is, if 
those who were appealing the case wished to 
keep it private, their wishes would be fol- 
lowed. It would be a matter of commercial 
confidentiality again, but in the event that the 
parties involved were not concerned that 
their own confidences be maintained, the 
Minister would have no reason for instructing 
the board or asking the board, to carry on in 
private. It would simply be a matter of the 
best interests of the parties involved. 
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The Chairman: I think Mr. Richard wants 
to say something in reference to your 
question. 


Mr. Richard: In a previous statement Mr. 
McKennirey stated that this review board is 
to be an ad hoc committee. I notice in his 
statement, which is recorded in the proceed- 
ings of Wednesday, January 17, 1968, at page 
292 near the top of the right hand column, he 
is talking about the board and he says: 

They intend to proceed on a pragmatic, 
informal basis and not to have official 
hearings, as it were. 


This is on an ad hoc basis. History may 
repeat itself. I refer to Bill No. 229, which 
was introduced in the House of Commons ‘in 
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1948, and Act to amend the Customs Act. 
Prior to 1948 the Tariff Board and the Board 
of Customs which preceded it, were strictly 
administrative tribunals whose decisions had 
no force or effect except by approval of the 
Minister or by approval of the Governor in 
Council, and this was recognized in a Su- 
preme Court of Canada case. In 1948 a bill 
was introduced to change this and to make 
the Tariff Board a court of record. The 
explanatory notes to Bill No. C-229, accom- 
panying the revisions of the Customs Act, to 
provide for an appeal as of right, I find inter- 
esting, if you will bear with me for a 
moment: 
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Sections 49 to 53 to be repealed provide 
for an appeal from an appraiser’s or a 
collector’s decision as to value to a board 
of three-persons to be appointed ad hoc. 


That is the former situation. 


These boards were doubtless useful in 
the past but the modern businessman 
seems to prefer in practice, to appeal to 
the Dominion appraisers and the Minister 
or Deputy Minister. The combined effect 
of the preceding section and this one will 
be to enable him to do so, as of right, 
without: being confused by the presence 
in the Act of the archaic and disused 
procedure set out in the Sections to be 
repealed. 


It seems to me, Mr. Chairman, that we are 
now. reviving what were stated in the 
explanatory notes to this Bill to be archaic 
and disused procedures. If you will look at 
appendix C, we have shown a history of 
appeal procedures. 


Mr. Hooper: Mr. Chairman, Mr. More asked 
Mr. McKennirey about an appeal from the 
decision of the Minister of Industry. Mr. 
McKennirey has not until now indicated to 
the Committee that there was an appeal from 
the Minister. 


Mr. More (Regina City): An advisory board 
and a review board; so that the purpose of a 
review board is to act as an appeal board, is 
it not, Mr. McKennirey? 


Mr. McKennirey: It is to deal with appeals 
from the findings of the advisory board, yes 
—to the Minister. 


Mr. Hooper: Then your statement to Mr. 
More was not correct. There is no appeal to 
the appeal board from a Minister’s decision. 
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The Chairman: The stages are as follows: 
there is the initial advisory board; then the 
review board if the applicant is not happy; 
and then the Minister makes his own recom- 
mendation to the Governor in Council, who 
makes the final determination. Neither the 
advisory board nor the review board are 
bodies to which the Minister’s own recom- 
mendation goes before the final determina- 
tion. Am I right in that? 


Mr. McKennirey: That is right. 


The Chairman: However, it may be useful 
to clarify one point. Is it contemplated that 
someone not satisfied with the review board’s 
determination could make direct representa- 
tions to the Minister of Industry himself prior 
to the final decision’s being made by the Gov- 
ernor in Council? 


Mr. McKennirey: The Minister, in his 
statement on December 12, advised that when 
the machinery and equipment review board is 
of the opinion that remission should be grant- 
ed in any case in which the advisory board 
has recommended to the contrary, the Minis- 
ter of Industry would normally accept the 
review board’s findings and recommend 
remission to the Governor in Council. Al- 
though it is theoretically possible for the Min- 
ister to set aside the findings of the review 
board, the motivation in establishing the re- 
view board is to have the findings on an 
independent tribunal, presumably with the 
intention of observing them. 


Mr. Lambert: Right here may I interrupt? 
This is precisely what was argued against in 
1961. If you will recall, the proposed amend- 
ment to the Customs Tariff Act was that the 
Minister’s decision would be final on findings 
of quantities in determining the class or kind. 


A great hullabaloo was raised about that. 
The Senate struck out the clause in the Bill, 
which had been passed in the Commons, and 
amended it to provide for an appeal from the 
Minister’s decision to the Tariff Board. 

I put it to you that at the present time the 
application for remission will be on the basis 
of availability or non-availability and on pub- 
lic interest. The Minister will not have made 
a decision. The advisory board will advise 
him. It may go to the review board for a 
review of that advice, and there will be a 
recommendation to the Minister; and the 
Minister will then make his recommendation 
to the Governor in Council. But there is not 
one iota of appeal against any decision in this 
procedure. 
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Mr. Richard, what are your comments on 
my analysis of this procedure? 


Mr. Richard: I would have to agree with 
your analysis of the procedure, as the Chair- 
man himself outlined earlier. 


Mr. More (Regina City): This is what I 
would like to clear up. Perhaps I misunder- 
stood in thinking that the review board would, 
in effect, be an appeal board; that where the 
advisory board’s advice against remission had 
been accepted by the Minister and it was 
protested by the applicant the review board 
would review it. Surely all the advice given 
to the Minister by the advisory board does 
not go automatically to the review board for 
review? Is that contemplated? 


Mr. McKennirey: Mr. Chairman, at some 
point there is always a final decision of the 
Tariff Board. There is no appeal from there. 
There is the Exchequer Court or, if you wish, 
the Supreme Court, but eventually you have 
a final court—you have a final adjudication. 
In this matter there is no precluding the peti- 
tioner from continuing to seek, through the 
political process, review of the case involved. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Is it possible for the applicant to 
appear before the review board? 


Mr. Ballard: Mr. Chairman, is it quite accu- 
rate to make this statement. We have been 
informed several times that the Minister 
makes a final and unalterable decision under 
this new procedure. I am wondering where 
do you get the justification for saying that an 
appeal can be made from the Minister to the 
Exchequer Court, for example. 


The Chairman: What Mr. McKennirey is 
trying to say is that further representations 
can be made... 


Mr. Ballard: In the political arena; in the 
political sphere rather than in the judiciary? 


The Chairman: Yes. Actually, I think we 
are getting into an area of policy with respect 
to which Mr. McKennirey, may have some 
difficulty because of his position as a public 
servant. 


I think what Mr. McKennirey is trying to 
say is that if the review board renders a 
decision which is not acceptable to one or 
other of the parties they can then make 
representations to the Minister; and I pre- 
sume—as you pointed out the other day, Mr. 
Lambert, that although they cannot appear in 
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person before the Cabinet, they could make 
representations to other ministers urging 
them, in their capacity as Governor in Coun- 
cil, not to accept the Minister’s decision. Is 
that what you suggest? 


Mr. Lamberti: That is implicit in this, and I 
say it is the most repulsive form of procedure 
in that it is not what you Know or what you 
represent but whom you know and how you 
represent it. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Mr. Chairman, can Mr. McKennirey 
tell me if there is contemplated any provision 
whereby someone who is appealing the deci- 
sion of the Advisory Board and the Minister’s 
decision could appear before the review 
board to argue their case? 


Mr. McKennirey: Yes, sir. There is no rea- 
son why the review board would not consult 
with all parties involved. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): But would the parties be informed of 
the sittings of the review board? 


Mr. Yes; 
would. 


McKennirey: I am sure they 


The Chairman: Personally, I presume that 
the test of this procedure would be to what 
extent the Minister would not consider him- 
self bound by the decisions either of the advi- 
sory board or of the review board. If a par- 
ticular minister took a firm position and said, 
“As a matter of policy I will not depart from 
the advice given’—either by the advisory 
board or by the review board, as the case 
may be—then I suppose it could be argued 
that some of the problems that are being 
raised before us at this time would not arise. 
If a minister would not adopt or follow that 
policy, then... 
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Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I imagine that most ministers will be 
so bogged down with work that they will 
accept the advice of the review board. 


Mr. Ballard: Mr. Chairman, I wonder if I 
could have this clarified a little more. I 
understand that prior to the coming into 
effect of this new procedure, an interested 
person would go through several steps, but 
his case could finally end up in the Excheq- 
uer Court, and presumably thence to the Su- 
preme Court if it was necessary; but the final 
decision was an impartial decision that you 
could almost say was free from any political 
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implications or pressures. But under the new 

situation the final appeal to the judiciary is 

cut off and we are now putting one more field 

of endeavour under ministerial discretion. I 
ask Mr. Richard whether this is one of 

ane pe they are complaining about in their 
rief. 


Mr. Richard: Certainly we are. It is one of 
the points—I would not want to say com- 
plaining—that we are raising in our brief, 
yes. 


Mr. McKennirey: Mr. Chairman, I think 
perhaps it is well to recall that the Minister 
of Industry was quite straightforward on this 
point and on the reasons for introducing the 
program in his statement of December 12. He 
pointed out that with respect to finding made 
in Canada rulings it is very difficult to estab- 
lish a statistical base for applying the 10 per 
cent rule. He stated: 

When such situations arise at present, 
decisions as to what rate of duty will 
apply must be derived from strictly for- 
mal interpretations of the law rather than 
practical assessments of the factors in- 
volved. 


Later on he went on to say: 

Another important advantage of the 
machinery tariff proposal is that it will 
eliminate the use of distinctions in the 
Custom Tariff between machinery of “a 
class or kind made in Canada” and “not 
made” in respect of a major portion of 
our imports and thereby remove a long- 
standing source of appeals and litigation 
with corresponding problems for Canadi- 
an industry, and for customs administra- 
tion as well. 


And he went on to say: 

The purpose of such “class or kind” 
distinctions in existing machinery tariff 
items, as stated at the time the most 
important of them were introduced was 
to provide for reduced rates on produc- 
tion machinery not directly competitive 
with machinery produced in Canada. 
Also, various statements made by Minis- 
ters at that time indicate that the words 
“class or kind’? were to be subject to 
practical rather than legalistic interpreta- 
tion. This was the basis of Customs inter- 
pretation applied until about 1950. 
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And he went on to the history of the way in 
which the matter has become the subject of 
litigation and concluded by saying: 

In broad terms, the precedents estab- 
lished by litigation have resulted in a 
gradual movement away from applying 
the “class or kind” concept on the basis 
of practical judgment, towards narrow 
interpretations based on explicit legal 
determinations. The ever present possi- 
bility of further litigation tended to cre- 
ate uncertainty for machinery producers 
regarding those categories of machines 
which they could expect would be pro- 
tected by the “made in Canada” rates. 
Similarly, importers would not be certain 
in respect of the duration of an existing 
‘not made in Canada’ rate. Because of 
these uncertainties, as well as the cost 
and delays involved in litigation, both 
machinery producers and users have 
made representations over the years that 
a more practical approach to the original 
objective of the “class or kind” provisions 
should be developed. In fact, some of the 
suggestions have been quite similar to the 
present machinery tariff program. 


I think, Mr. Chairman, that what has 
become the subject today is the fact that 
there are two basic approaches to this matter, 
one being the legalistic approach and the 
other administrative. Admittedly there are 
fundamental differences between them. The 
issues that have been raised have to deal with 
the protection of the rights of the individuals 
involved. 

This procedure which the Minister of In- 
dustry has outlined, providing for an adviso- 
ry board with terms of reference that have 
been given to it by Governor in Council 
which are promulgated indicating what is 
meant by availability of public interest fol- 
lowed by a review board to see whether or 
not the findings of such an advisory board are 
sound, is a procedure which would appear to 
meet the demands of both importers and 
machinery builders over the years for a prac- 
tical judgment which, at the same time, 
would respect the rights of the parties 
involved. 


Mr. Lambert: Will you please answer this 
question, Mr. McKennirey, if you want to, if 
you do not feel that it goes beyond the ques- 
tion of administration and gets into the field 
of policy. 
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Would you not agree with me that in 
essence the Minister’s decision, or the Gover- 
nor in Council’s decision which is the same, 
as to availability—and that is one item— it 
used to be 10 per cent but today it is much 
less than that; it is availability, that there is 
no more appeal from that decision than there 
were any grounds or right of appeal in old 
Bill C-72 in 1961 as to the Minister’s decision 
of 10 per cent in order to establish class or 
kind. 

Now, this is going to be under your 
administration and I feel you might declare 
yourself competent to rule on it and to 
answer my question or say: ‘No, that really 
goes beyond my responsibility.” 


Mr. McKennirey: Mr. Chairman, I do not 
believe I am competent to answer that ques- 
tion. However, I think it may be of interest to 
note that remission can be sought from the 
Governor in Council under section 22 of the 
Financial Administration Act and it can be 
denied when it is sought under the Financial 
Administration Act. I suppose that the first 
denial does not necessarily mean continued 
denial. 


Mr. Lambert: But under the Financial Ad- 
ministration Act, that is, as to public interest, 
that is a judgment decision and there is no 
real provision for appeal. But in this particu- 
lar connection I am just drawing a Similarity 
between the procedures and I seem to see a 
wheel having gone full circle. 


Dr. Annis: Mr. Chairman, like Mr. McKen- 
nirey, I am not in a position to discuss policy 
matters here, but it seems to me there is one 
distinction worth noting in connection with 
the references that have been made to Bill 
C-72. Bill C-72 involved a tightening up of 
provisions. It was a taxing measure in the 
sense that it would have increased rates of 
duty on certain categories of goods. 

The measure that is under discussion now 
is in the nature of a relieving measure. It 
seems to me that there is at least some basis 
for drawing a distinction when one is talking 
about what is properly reserved only to Par- 
liament and what is a proper function of the 
Governor in Council; some basis for drawing 
a distinction between relieving measures and 
taxing measures. 

I would not want to embark on a discussion 
of this. All I would do is to direct attention to 
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this distinction and suggest that it is a proper 
point for those who are competent to discuss 
policy matters to have in mind during the 
discussion of the subject. 


Mr. Lambert: But with the greatest respect 
the point I was discussing was the decision 
“no appeal from the Minister’s decision” on a 
class or kind quantity. And, at the time—I 
recall it very well because I participated in 
the debate in support of the bill as Parlia- 
mentary Secretary to the Minister involved 
—it was for administrative and, shall we 
say, effectiveness decisions from—I _ will 
not call it the trade but, shall we say, on 
behalf of importers and consultants to 
importers and so forth who wanted quick 
decisions. But all that was swept aside for the 
right of appeal. 


Dr. Annis: I will agree, sir, with what you 
have said. 


Mr. McKennirey: Mr. Chairman, it has 
been pointed out to me that with respect to 
the right of appeal from Tariff Board deci- 
sions, there is no appeal from Tariff Board 
findings of fact. In any circumstance where 
you are establishing the facts of availability 
and the facts of the charactistics of the 
machinery being imported, this is the area 
that you are working in but there is no 
appeal from Tariff Board matters of fact? 


The Chairman: Mr. Richard wants to say 
something here. 


Mr. Richard: I think it is better to put it on 
the other basis rather than with the accent on 
if there is an appeal on a question of law. 
Anyone who has appeared before the courts 
will know there are certain questions that 
appear to be questions of fact which can 
become questions of law. 


The Chairman: Based on the ingenuity of 
counsel. 


Mr. Richard: Yes. I would like to say on 
the question of publication of decisions, a 
statement made by Mr. McKennirey earlier, 
that really what is involved here in the publi- 
cation of decisions is the name of the manu- 
facturer and the name of the goods and possi- 
bly the model number. I remember when Mr. 
Finnigan was here yesterday and was testify- 
ing for the Machinery & Equipment Manu- 
facturers’ Association of Canada... 


Mr. Hooper: Mr. Chambers. 
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Mr. Richard: ...Mr. Chambers with Mr. 
Finnigan—he said he thought that would 
identify the goods sufficiently for his pur- 
poses, as a manufacturer and an importer, 
and thought every one should be entitled to 
that. Since reference has been made to Bill 
C-72 by other parties, not by myself, I think 
it is interesting to note that in Bill C-72, 
Subsection (4) of Clause 2A reads as follows: 
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(4) Any decision of the Minister with 
respect to the matters enumerated in sub- 
section (3) hereof shall be published 
forthwith in the Canada Gazette. 


And one of the matters enumerated in sub- 

section (3), subparagraph (b), is the following: 

(ob) whether goods are custom-made to 

specifications, and whether adequate 

facilities exist in Canada for the econom- 

ic production of such goods within a rea- 
sonable period of time. 


Surely if this could be proposed in 1961 I do 
not see why it could not be done in 1967. 


The Chairman: Mr. Richard, what volume 
of rulings do you expect would be made 
under this new setup, assuming that it con- 
tinued on the basis proposed? How many rul- 
ings a month do you think could be made? 


Mr. Richard: I do not know. This is some- 
thing that the administration knows better 
than I do. All I am saying is that in my view 
there must be some way that the interested 
sections of the public know what the rulings 
are. I think it is all very well for us to say, 
while we are in Ottawa, that people can come 
in to see the Department of Industry and if 
the Department of Industry thinks they 
represent an importer or have a legitimate 
concern they will make certain files available 
to them. However, I can think of a case of 
someone in Vancouver, Alberta or New- 
foundland not being too interested in coming 
to Ottawa to examine some rulings when the 
department or the government could publish 
these rulings and make them available to all 
interested persons throughout Canada. What 
problems would be involved in doing this I 
am not prepared to discuss. 


The Chairman: This question has been 
raised before by a number of us and perhaps, 
Mr. McKennirey could review for us again 
the manner in which it is proposed this 
should be dealt with. First of all, will this be 
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something like a county registry office where 
anybody can go in, fill out a little slip of 
paper and get a series of rulings for the pre- 
ceding year or preceding 10 years, or will he 
have to show that he is a bona fide importer 
or manufacturer? Will you answer inquiries 
in writing from other parts of the country? 
Just how are you going to run this? 


Mr. McKennirey: Mr. Chairman, first I 
think we should point out that there are no 
rulings made, as such, that obtain for machin- 
ery for an indefinite period of time and that 
the principle on which the program operates 
is that a decision will be made with respect to 
each application for remission of duty for 
however many machines may be covered by 
an application. Should the circumstances 
regarding availability change in the succeed- 
ing weeks, the findings of the board, of course, 
would change accordingly, there will be deci- 
sions with respect to each individual applica- 
tion. During the past two weeks the average 
number of applications for remission of duty 
has been about 100 per day and, consequent- 
ly, if you were to attempt to publish the total 
you. would end up publishing the findings 
with respect to 100 applications and each 
finding is somewhat detailed. 
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I beg to qualify or differ from the statement 
that has been made that it would be sufficient 
to merely quote a machinery model number. 
In many cases this would be meaningless and 
the people getting this information would still 
not be sure as to where the differences lay. In 
many cases quite a detailed statement of the 
differences would be necessary which, in 
practice, would mean that we would be pub- 
lishing this great compendium of information 
per day, and how useful would it be for 
importers and machinery builders to comb 
through this on a daily basis? We discussed 
this with the interested parties and when they 
realized the task involved they readily 
acknowledged this was not the type of thing 
that would be useful to them. 

The question, then, is, can some kind of 
practical method be developed to make sure 
that both importers and machinery builders 
are fully apprised? Taking them one at a 
time, with respect to the machinery builders 
the approach that seems to be emerging is 
that their associations or individual build- 
ers—normally their associations—will come in 
on a periodic basis and identify the areas of 
machinery where they would like to know 
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what has been happening with respect to 
remissions. This can be presented to them in 
quite a bit of detail very very readily because 
of the way in which the information is being 
kept. 


The Chairman: Let us stop here. Does this 
mean there will be a special office where 
someone can look at all the microfilms? Will 
there be an index which will lead the inter- 
ested party to the microfilm? 


Mr. McKennirey: What we contemplated 
was that the individual who is interested—the 
association or the machinery builder—would 
come in and talk to an officer of the Depart- 
ment of Industry who deals with the industry 
regularly in any event and who would ascer- 
tain the information he requires. He would 
then go to the data bank and retrieve it for 
him while he waits. 


The Chairman: What about somebody who 
inquires by letter? 


Mr. McKennirey: In the case of an inquiry 
by letter, if the specific ranges of machinery 
involved have been indicated, he will be 
advised as to what the findings have been to 
date on machinery of that kind, if any have 
been made. 


The Chairman: He does not have to attend 
in person? 


Mr. McKennirey: He does not have to 
attend in person. Importers are in the same 
category. There is a tremendous range of 
machinery covered by the tariff item 42700-1 
and the importers will normally be concerned 
with particular ranges and particular classes 
of machinery. If they are concerned they can 
also come in to ascertain whether or not any 
people have claimed to make this machinery 
available in Canada and can have any 
findings that have been made with respect to 
that machinery. The only problem here is not 
one of attempting to avoid disclosing informa- 
tion, it is really the practical problem of dis- 
seminating the information in a way in which 
it would be useful to everybody. 


Mr. More (Regina City): Mr. Chairman, 
could I ask Mr. McKennirey one question? 
You can get a prior ruling now on what is 
happening under these circumstances. If an 
applicant—an importer—before he places his 
order asks you for advice, you can give him 
advice? 


Mr. McKennirey: Yes, sir. 
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Mr. More (Regina City): But this was not 
done under previous arrangements? There 
might have been a legal... 


Mr. McKennirey: Under previous arrange- 
ments, if he went to the Department of Na- 
tional Revenue and asked whether or not a 
particular machine fell into the class of made 
or not made... 


Mr. More (Regina City): If there had been a 
previous ruling. 


Mr. McKennirey: ...he could determine the 
classification. That is right. 


Mr. More (Regina City): What happens if 
he gets a ruling that it is a class or kind not 
made in Canada and then places an order and 
it is not delivered until six months later, but 
in the meantime the situation has changed? 


Mr. McKennirey: That has been foreseen 
and the decision was taken that where an 
applicant has applied for remission of duty 
and it has been found to be not available, he 
will be granted remission and the remission 
will stand for a given calendar period, suf- 
ficient to cover the time involved in getting 
delivery. In effect this is what is happening 
now. For example, if he expects to get de- 
livery in six months then the Order in Coun- 
cil provides for that length of time. 


Mr. More (Regina City): Mr. Chairman, I 
have always understood there is great objec- 
tion by the people involved in these proce- 
dures about litigation, the time involved, 
being able to assess their position and know 
how to proceed. I am one who thought Bill 
C-72 was a pretty good bill and that it was 
not defeated because of the objection of peo- 
ple whose goods were being involved, but it 
was a political action taken at the time. I say 
that without any prejudice. That was my feel- 
ing about it and I am still of the same belief. 
I have always understood that people 
involved in this business wanted a procedure 
that would give them a more or less faster 
decision so that they would know where they 
stood, rather than becoming involved in liti- 
gation, and so on, to determine it. I have a 
feeling of amazement that the objection that 
has been registered so far in this Committee 
was only an attempt, it seemed to me, to 
make administrative decisions definite and 
quicker. I may be wrong, but that is my 
feeling. 


e 1725 


Mr. McKennirey: Mr. 
Canadian Manufacturers’ 


Chairman, the 
Association ‘who 
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represent both machinery builders and ‘usérs 
of machinery in their brief last year, as I: 
mentioned earlier, positively stated that they: 
would like to see a program of the type that. 
is now being introduced put in place, and 
they cited the British program as a precedent. 


The Chairman: The British pile rip What 
is that? 


Mr. McKennirey: The British had a similar 
program running from 1932 until about 18 
months ago, at which time they discontinued 
it because the tariff rates on machinery fell to 
the level where it was no longer necessary to 
go through the administrative procedure. 


Mr. More (Regina City): Your statement, as 
you say, applies to manufacturers and users 
of machinery. Apparently it does not apply: to 
importers and sellers of machinery because 
their representations have not been in favour 
of the procedures outlined. 


Mr. McKennirey: Mr. Chairman, I might 
point out that the vast bulk of the imports of 
machinery are handled by dealers in this 
country. These same machinery dealers. have 
been in close contact with the Department of 
Industry for a period of over two. years and 
when the program was announced by the 
Minister on December 12 they issued a press. 
release endorsing the program, and they are 
very much in favour of it. I was very sur- 
prised that the Canadian Importers Associa- 
tion yesterday should actually make state- 
ments which seem to conflict with the 
Canadian machinery dealers, as Mets 
groups are doing. 


Mr. More (Regina City): Are you sure hey 
did? I would have no doubt about it, and the 
representatives today certainly do not agree. _ 


The Chairman: I believe the Canadian 
Manufacturers Association will be appearing 
before us next Tuesday. We will then be able 
to pursue this further. I would like to recog- 
nize Mr. Latulippe, but before I do I wonder 
if Mr. Richard or Mr. Hooper have any com- 
ments regarding the points raised by Mr. 
More. | 


Mr. Hooper: Mr. Chairman, this comment 
has been made before about the interpreta- 
tion of “class or kind’’,.and Mr. McKennirey 
has repeated the Minister’s statement in the 
House. I would like to answer and give some 
background on “class or kind”, and’also with 
respect to the dumping duty later. on.. It has 
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not been raised today but a number of state- 
ments have been made in the Committee 
hearings especially to the effect that the value 
for dumping duty purposes is on the date of 
shipment. That is not right. I think it might 
help the Committee. 


_Mr. Lambert: Perhaps we can have that as 
a separate item. 


Mr. Hooper: Right, but I am just giving the 
reasons for having this material ready. 

The question is was the term “class or 
kind’, as interpreted by the Tariff Board and 
administered by the Customs since 1950, at 
variance with what was the well-known 
established import of those words prior to 
that date. We point out to the Committee 
that not one entry out of every 200,000 
entries goes to the Tariff Board on appeal. 


- The Chairman: What is that figure again? 


Mr. Hooper: Not one entry out of 200,000 
goes to the Tariff Board on appeal from the 
port appraiser’s decision, the dominion cus- 
toms appraiser’s decision or the Deputy Min- 
ister’s decision. One way to determine if the 
“class or kind” tariff items were always 
interpreted... 


The Chairman: Excuse me, Mr. Hooper, I 
am in the hands of the Committee but I note 
that you have been kind enough to type out 
your notes and they extend to some five 
pages. I am sure the information is very care- 
ful but. I am wondering, in line with our 
general approach to these things, if you could 
not summarize some of these points. Perhaps 
the Committee would prefer to listen to your 
summary and they may want to have your 
complete views on this point printed, I do not 
know. 


Mr. Lambert: In the light of everything 
that has passed, I had anticipated that Mr. 
Hooper would make a comment on the dis- 
cussion that has been going on relative to 
“class or kind” and the right of appeal, ail 
the difficulties. I know Mr. Hooper has been 
here during the entirety of the hearings and 
he obviously has some additional representa- 
tions to make. I am wondering whether he 
could indicate what they are and leave them 
with the Committee and we will print them 
in the proceedings. I would be quite prepared 
to move that they be printed as an appendix 
to today’s proceedings. 
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The Chairman: There may be members of 
the Committee who have questions to raise on 
the specific points in your principal brief. As 
our time is somewhat limited it might be 
rather unfair to you, sir, if we do not give 
you a chance to deal with these points. 


Mr. Hooper: Thank you, Mr. Chairman, I 
would be very glad to summarize. 

In Appeal No. 272, an appeal taken by a 
Canadian manufacturer—Power Crane & 
Shovel Division, of Dominion Engineering 
—against the decision of the Deputy Minis- 
ter of National Revenue that the size of lift 
trucks: made in Canada were of a “class or 
kind made in Canada’; the Power Crane & 
Shovel Division contended before the Tariff 
Board that all power shovels were of a “class 
or kind made in Canada” and that the De- 
partment of National Revenue and the De- 
partment of Customs and Excise had no right 
to subdivide these shovels. I remember saying 
I would be very glad to take that interpreta- 
tion because there was no doubt in my mind 
that on count they would not have any power 
shovel made in Canada. However, that was 
not accepted by the Tariff Board because they 
pointed that out to the company. The Tariff 
Board upheld the decision of the Deputy Min- 
ister in Appeal N° 272 that those sizes which 
were made in Canada should be held to be 
“made in Canada”... 


Mr. Lambert: I find that a little difficult to 
relate to what we have been discussing. 


Mr. Hooper: I am sorry, Mr. Lambert, we 
are going back to the point about the “class 
or kind’ and whether it was the same in 1950 
as outlined there, and this was coming back 
to the practical interpretation of the words 
“class or kind” as outlined by the Minister 
when the words were first introduced. In 1890 
the words “class or kind” were introduced 
into the Customs Tariff by the then Minister 
of Finance, Mr. Foster. Mr. Foster was the 
only Minister of Finance until 1961 who gave 
any interpretation of the meaning of “class or 
kind’’. 


The Chairman: May I interrupt you, Mr. 
Hooper? 


Mr. Hooper: Yes. 


The Chairman: If that is the case and that 
nobody, since the hon. Mr. Foster did so in 
1891, has attempted to define “class or kind’’, 
why are you complaining because the govern- 
ment at this time is not attempting to define 
“availability” or “public interest”? 
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Mr. Hooper: He did define it. 
The Chairman: Was it in the statute? 
Mr. Hooper: No, it was not in the statute. 


The Chairman: Then why are you com- 
plaining that “availability” and “‘public inter- 
est” are not defined in the statute? 


Mr. Hooper: When “class or kind” was 
introduced in the tariffs in the machinery and 
subsequent items it had a meaning, and Par- 
liament knew what that meaning was. 


The Chairman: What is the meaning? 


Mr. Hooper: The meaning of “class or 
kind’? 


The Chairman: Yes. 


Mr. Hooper: In those days and since, they 
were those sizes that were actually made in 
Canada or the machines that were found to 
be “made in Canada’’; they were interpreted 
to be the kind or the class that was made in 
Canada. 


The Chairman: Where is that written 


down? 


Mr. Hooper: That came through the years 
by the practice of the department. The inter- 
pretations were accepted and Parliament 
knew the practice of the department when 
the items were subsequently written into the 
tariff. 
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The Chairman: Why are you objecting to a 
similar thing happening here with regard to 
the development of departmental practice on 
“availability” and “‘public interest”? 


Mr. Hooper: Because today we have no 
idea what this word “availability” means. 


The Chairman: If you had been around in 
1890 would you have objected to Mr. Foster 
introducing the concept of “class or kind’’ on 
the same basis? 


Mr. Hooper: No, because I would have 
thought at that time that it was easy to inter- 
pret; today I know it is not. 


Mr. Richard: Mr. Chairman, I think the 
point that has to be made here is that it is all 
very fashionable to criticize “class or kind” 
all of a sudden and to suggest that it lends 
itself to legalistic definitions. Any phrase that 
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you find in a statute could lend itself to legal- 
istic definitions or interpretations and I sug- 
gest that the word “availability” can lend 
itself to as much confusion as “class or kind’. 
The important thing to remember is that 
“class or kind” is not being removed from 
this statute completely. It is still in dumping 
duty provisions until we adopt or implement 
the anti-dumping code. It is still in Section 6 
of the Customs Tariff and it is still in 96 
other items of the Customs Tariff at present. 
It seems to me that it is a little difficult 
to understand how the left hand can be 
saying that “class or kind” is outdated, and 
the right hand on the other side is main- 
taining 96 items with “class or kind” in it. I 
am not purporting to suggest, Mr. Chairman, 
that I have a complete definition for “‘class or 
kind’’. All I can say is that it has been inter- 
preted over the years. My big reason for rais- 
ing this matter is not to suggest that there 
should be a definition in the statute of 
“availability” or of ‘‘class or kind”. My point 
is that there is no appeal from a decision as 
to what is available, whereas there was an 
appeal from the decision as to what was 
“class or kind” and this is the point I am 
raising. 


The Chairman: Mr. Richard if, as Mr. 
Hooper has pointed out, not one out of 200,- 
000 applications go to the Tariff Board as a 
practical matter, how important is that if we 
have the intermediate review procedure? 


Mr. Richard: Mr. Chairman, I may get a 
little carried away by this, but I feel strongly 
about it. Surely a parliamentary body should 
be concerned with the rights of individuals 
and not only with the practical aspect of mat- 
ters. I say this very respectfully, Mr. 
Chairman. 


Mr. Lambert: Mr. Richard has been reading 
the 1961 debates on it. I suggest Mr. Chair- 
man you read the speeches... 


The Chairman: They have been reading 
your speeches. 


Mr. Lambert: ... of some of the leaders on 
your government bench right now. 


The Chairman: Maybe I should read your 
speech. 


Mr. Richard: I cannot help it, I must be 
consistent. Surely I think there is a beneficial 
effect—and I say this with great respect. I 
have great respect for members of the De- 
partment of Industry and members of the 
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departments of Finance and Trade and Com- 
merce. I know some of them who are here 
today and I have the greatest respect. This is 
not meant as any criticism of any individual 
or the operation of any department, but I 
believe that if there is the possibility of an 
appeal this has a salutary effect on the 
administration of certain items in the customs 
tariff and again I am not pointing a finger at 
anyone. I am just saying this as a statement. 
of principle. 

And surely, merely because there have been 
23 appeals, it can be used to indicate also as 
an answer or a rebuttal to those who suggest 
that the class or kind has become too legalis- 
tic or has encumbered the administration of 
the customs tariff. But what is important is 
that in those cases where there has been an 
appeal the right of appeal has been respected 
and an independent and judicial determina- 
tion has been made. 


Mr. McKennirey: Mr. Chairman, as a mat- 
ter of fact I think I can point out that one of 
the difficulties in the past has not been so 
much that one case in 200,000 goes to the 
Tariff Board, but that the Tariff Board 
finding becomes the precedent for the disposi- 
tion of all future matters in respect of the 
same type of import. 


The Chairman: First I ask the Committee 
whether they would like to have printed this 
additional submission by Mr. Hooper on the 
question of class or kind. Are we agreed on 
that? 


Some hon. Members: Agreed. 


The Chairman: It is not unduly lengthy and 
there are some very interesting points on the 
history of class or kind and its development 
over the years. 
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Mr. Hooper: Mr. Chairman, especially in 
respect of the statements that have been made 
from time to time that it takes a considerable 
length of time to get a not made in Canada 
decision, it is to be borne in mind that the 
memorandum has been out since 1935, after 
tariff item 427 extract at the time came into 
effect, when all goods were of a class or kind 
made in Canada until they were ruled not 
made. 

I might point out also Mr. Chairman, that 
only 6 out of the 23 decisions made by the 
Tariff Board allowed the appeal by the 
importer. 
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[Translation] 


The Chairman: I give the floor to Mr. Latu- 
lippe, who has been very patient. 


Mr. Latulippe: Mr. Chairman, I have not so 
many questions because during the discussion 
a lot of my questions were answered. 


I am not aware of the present situation, but 
I get letters, requests, from many manufac- 
turers of my county and of many counties in 
the Province of Quebec. For instance, would 
machinery purchased in 1967, six months or a 
year ago, but not yet delivered, come under 
this regulation? Could the regulations lower- 
ing the customs rates be applied to this 
machinery? 


The Chairman: I think it would be easier to 
ask Mr. McKennirey to answer your question. 
Mr. Richard may add his comments, if he so 
wishes. 


[English] 


Mr. McKennirey, it seems to me that 
Mr. Latulippe’s question which is quite in 
order deals more with the method of adminis- 
tration of the program, and perhaps it would 
be unfair to ask Mr. Richard to give us his 
expert opinion as counsel at this time. 


Mr. McKennirey: As I understand the ques- 
tion, Mr. Chairman, it is whether or not 
machinery that is on order in 1967 but is yet 
to come into the country in 1968 could be 
imported under the provisions of the pro- 
gram, and the answer is, yes. 

[Translation] 


Mr. Latulippe: Is this program going to 
apply only to the United States or can it 
apply in other countries; in England, for 
instance? 

Will the same advantages be applied or 
afforded whether it is goods imported from 
England or the United States, will they all 
enjoy the same advantages because many 
other countries are in the same position? 


Could we get the list of the countries with 
whom we can deal and where we can benefit 
from the advantages? 

e 1745 
[English] 

Dr. Annis: Yes, I could answer that and it 
is in the affirmative. The provisions will 
apply as of right to all countries with which 
we have Most Favoured Nation agreements, 
to whom we extend our Most Favoured Na- 
tion rates or more favourable rates, and that 
is to any country entitled to the benefits of 
the British Preferential tariff. So, in effect it 
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is all countries, all imports under the items in 
question. 


[Translation | 


Mr. Latulippe: Now this act is only applica- 
ble after January, 1968. There is nothing that 
can apply before that date? 


[English] 
Dr. Annis: Yes, sir. 


[Translation] 


Mr. Latulippe: With regard to machinery 
set up and in Canada, but the parts of which 
are imported from the United States, will the 
parts of this machinery be subject to the 
same conditions as machines completely built 
and assembled in the United States? 


[English] 


The Chairman: Are any of you gentlemen 
prepared to answer that? 


Mr. McKennirey: I think, Mr. Chairman, I 
not too clear just what the question was. Was 
it with respect to replacement parts or pro- 
duction parts? 


Mr. Latulippe: No, they buy all the pieces 
from the United States. They build the 
machine in Canada, but all the pieces come 
from the United States. 


Dr. Annis: In that case whether they came 
from the United States or another country the 
parts, if they are classified under the items in 
question, would be under the program and 
would be entitled to the favourable treatment 
that is provided for there. 
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Mr. McKennirey: Remission could be grant- 
ed on the parts if they are not available from 
production in Canada. 


Mr. Latulippe: Thank you. 


Mr. Lambert: I have one or two brief 
observations. I noted that the brief suggested 
an appeal to the Exchequer Court, or that the 
Exchequer. Court could be constitued an 
appeal court—an independent appellant tribu- 
nal on page 6—but I would like Mr. Richard 
to consider the limitations that are imposed 
on the Exchequer Court as to the exercise of 
discretionary judgment, and I would put it to 
you that the question of public interest, as 
envisaged within this tariff item and the 
terms of reference to the Machinery and 
Equipment Advisory Board and to the Minis- 
ter in so far as remission is concerned, is one 
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strictly of discretionary judgment and that 
therefore anything that would be determined 
along the line of being in the public interest 
could not be reviewed by the Exchequer 
Court following its standard rules. 


There is an exercise of discretion by the 
Board, by the Minister and provided that has 
been done properly there is no room for 
appeal. 


Mr. Richard: Our proposal, Mr. Lambert, is 
for an appeal on the question of availability 
from production in Canada only. 


Mr. Lambert: There I agree with you that 
that is a question on the basis of availability. 
This is much more factual than the other. 


Mr. Richard: Yes. 


Mr. Lambert: But we must remember that 
there is this dichotomy of availability and 
public interest with regard to the remission 
case. 


Mr. Richard: Our position on the criteria of 
public interest is that in the present form, 
undefined as it is in the statute—I do not 
particularly care what an Order in Council 
says because it can be changed by another 
Order in Council and is not limiting—it 
should not form part of this tariff item or its 
proviso; that the goods should be entitled to 
this remission if they are not available for 
production in Canada, in the same way as 
under the present statute goods are entitled to 
a lower rate of duty if they are of a class or 
kind not made in Canada without any judg- 
ment as to whether it is in the public interest 
to grant such lower rate of duty. Merely by 
resorting to a different method, that of remis- 
sion, the effect, I suggest, to the importer is 
the very same; he is paying less money or he 
is paying less duty. 


Mr. Lambert: Do you consider the proposed 
machinery advisory board to be in the nature 
of an administrative or regulatory board in 
its proposed operations? 


Mr. Richard: I consider it to be merely a 
ministerial advisory board. 


Mr. Lambert: I was wondering whether 
your opinion would be much the same as 
mine, that in practice it will be a regulatory 
and administrative board and _ therefore 
beyond the powers of section 15 of the De- 
partment of Industry Act. I am not going to 
ask you for an opinion, Mr. Richard, but I 
would like you to consider that at some time. 
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Mr. Richard: You have raised a very inter- 
esting point, Mr. Lambert. I have not consid- 
ered section 15 of the Department of Industry 
Act in the light you have suggested. 


Mr. Lambert: Well, that is the parent of the 
machinery advisory board. 


Mr. Richard: Yes. 
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Mr. Lambert: This is the power and also 
the terms of reference to the Cabinet as set 
down. It might be interesting to consider that. 


Mr. Richard: Thank you, Mr. Lambert. 


The Chairman: If Mr. Lambert has com- 
pleted his questions... 


Mr. Lambert: Yes, thank you. 


The Chairman: ...I wonder if the Commit- 
tee would just permit me to add one or two 
questions of my own before we adjourn. 


First, I would like to draw to the attention 
of the Committee that I have a detailed 
answer from Mr. Porter of the Department of 
Trade and Commerce to my inquiry as to 
exports of machinery by a number of coun- 
tries in addition to Canada, and the principal 
markets for this machinery. Pursuant to our 
policy, we will have this printed as we have 
done for other answers provided to members’ 
questions. 


Also, I do not know if it has been noted in 
the record but we have had an official quo- 
rum since just shortly after our meeting 
began. 


First of all, Mr. Richard, whether or not 
what was done by Canada in the GATT 
negotiations was an undertaking or an inten- 
tion, I would like to ask you what there is in 
the extract from GATT that you published 
which makes it necessary for Canada to make 
an immediate change in its domestic law. It 
would seem to me that extract you have 
provided us refers to action in the future 
after a consultation with trading partners 
who complain that the incidence of duty does 
not meet the 9 per cent test. 


Mr. Richard: As we have stated in our 
brief, on a matter of this importance, involv- 
ing goods of a value, for duty purposes at 
least, of over $700 million—as Dr. Annis has 
said, a matter which has been laid before 
Parliament rather than dealt with by an 
Order in Council—in other words, a very 
important piece of legislation—we felt that 


Finance, Trade and Economic Affairs 


January 31, 1968 


this Committee and Parliament would want 
to approve a piece of legislation which would 
not require revisions in the near future, 
which would not invite revisions in the near 
future, and was not passed with the expecta- 
tion that there would be a need to have con- 
sultations at the level of GATT in order to 
ensure that Canada meets the obligation 
which it has agreed and undertaken to meet. 
Our position is to give effect, to implement 
now what we understand to be the undertak- 
ing given by Canada to its trading partners. 


The Chairman: Therefore you are not real- 
ly disagreeing with me when I say that the 
wording of the GATT clause does not, in its 
terms, impose on Canada the obligation to 
make any immediate change in its domestic 
law with respect to writing into that law the 
9 per cent test. 


Mr. Richard: In my view, a fair reading of 
the text contemplates that this will be done. 


The Chairman: Well, it says: 
Provided, further, that it is the intention 
of the Government of Canada that the 
average incidence of the duties...shall 
not exceed 9 per cent ad valorem... 


Mr. Richard: Yes. 


The Chairman: The only remedial or opera- 
tive portion is in the additional clause which 
says: 

Provided, further, that the Government 
of Canada shall consult, on request, in 
respect of the average incidence of duties 
under Item 42700-1 in any calendar year 
with any contracting party having a sub- 
stantial trade interest in that item, and, if 
it is established in the course of such 
consultations that such average incidence 
has exceeded 9 per cent ad valorem in 
any calendar year, the Government of 
Canada shall take immediate and effec- 
tive remedial measures. 


In other words, the scheme that seems to be 
contemplated here is that the contracting par- 
ties watch what Canada does, if they feel that 
Canada is not meeting the 9 per cent test they 
eall for consultations, and if in the course of 
these consultations the contentions of the sup- 
posedly aggrieved trading partner are estab- 
lished, then and only then does the Govern- 
ment of Canada have an obligation to take 
immediate and effective remedial measures. 


Mr. Richard: We are suggesting that the 
Government of Canada should take effective 
measures now... 
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The Chairman: Before any complaint. 


Mr. Richard: ...before any complaint and 
not invite the relieving provisions that are 
inserted for the relief of our trading partners. 
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I may point out too that in our view the 
importer has a major interest in this item. As 
presently constituted this item does not 
assure the importers that the effective inci- 
dence shall not exceed 9 per cent ad valorem 
or that 40 per cent in value of all importa- 
tions under this item shall be free of duty 
from MFN countries, especially when the 
criteria of public interest is added because, as 
I have said, even though he may otherwise be 
entitled to remission because the goods are 
not available in Canada, by a decision that it 
is not in the public interest he will be 
deprived of that remission. 


The Chairman: Are you contending that the 
shift in the nature of imports of machinery 
will move almost immediately by a degree of 
25 per cent? 


Mr. Richard: I have no personal knowledge 
of that. I am concerned with the implementa- 
tion, and implementation only, of what Cana- 
da has undertaken at GATT. 


The Chairman: Of course, unless this hap- 
pens, unless there is a shift of some 25 per 
cent in the nature of our imports, there is no 
problem for anyone as to the 9 per cent test 
not being met if we can accept Mr. McKen- 
nirey’s and Dr. Annis’s analysis. 


Mr. Lambert: I beg your pardon, Mr. 
Chairman. Surely to goodness there is a dan- 
ger, as pointed out by Mr. Richard. 


The Chairman: I do not disagree with it. 


Mr. Lambert: But in so far as the 9 per 
cent is concerned, suppose that there is an 
excess of 9 per cent and representations are 
made by trading partner countries and that 
Canada must take remedial action which is 
imposed on it according to the GATT clause. 
I would like to know, and I think you would 
like to know too, how is this to be done? Is 
this to be done by legislative action—legisla- 
tive action is the only one that will affect the 
tariff level—or is there power to act adminis- 
tratively by way of Order in Council? And 
unless there is power to act by Order in 
Council in a statute, that power does not 
exist. You cannot pass an Order in Council 
just out of thin air... 
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The Chairman: Well, that is quite right. 


Mr. Lambert: ... although some people try 
it sometimes. I think that is what Mr. Richard 
is getting at. I am just wondering, and per- 
haps Dr. Annis can explain, where the gov- 
ernment is authorized to take such remedial 
action unless it has reserved unto itself the 
idea that if it must take remedial action it 
will do so legislatively. With that I have no 
complaint because then it is coming to the 
right source. But if it is going to do so 
administratively, where is the power? 


Dr. Annis: I am competent, I think, only to 
deal with the technical aspects of this. In that 
regard I think there are two or three com- 
ments that I can make. I will reserve the 
direct answer to your question to the last. 


First, as to whether or not what has been 
proposed in terms of legislation satisfies the 
commitment to our trading partners as under- 
taken at Geneva, I am satisfied as a techni- 
cian that it does so. I might also add, 
although in a way perhaps this is going 
beyond what is proper, in the discussions 
which we had with our trading partners, and 
in particular with the delegation of the Unit- 
ed States and their legal adviser, they were 
satisfied with this formulation. In fact, the 
formulation was negotiated and discussed 
with them in great detail and they assisted in 
the drafting of the formulation. This is the 
first point that I would like to make. 

It seems to me that in terms of implement- 
ing an_ international commitment, the 
implementation and the method that is 
proposed is adequate if it satisfies the other 
parties to the negotiation. 


Mr. Lambert: You did not bind them to 
that? 


Dr. Annis: They accepted the words that 
are there and I would not attempt to go back 
to that. They accepted the commitments that 
are set out in two documents, one is Schedule 
V to the list of tariff commitments that were 
made in the Kennedy Round tariff agree- 
ments and the other document is the notice to 
the contracting parties of the agreement 
between Canada and the United States with 
respect to the re-negotiation of the commit- 
ment under article XXVIII, to which I have 
referred previously and I will not repeat it. 
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The Chairman: Did these trading partners 
sign a document containing the wording 
which we find in Appendix A? 


Dr. Annis: Yes, sir. 
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The Chairman: They did? 


Dr. Annis: The representative of the United 
States did so; the commitment was to them. 


The Chairman: The commitment was to the 
United States? 


Dr. Annis: The commitment that was being 
re-negotiated, yes. 


The Chairman: I see; and this includes both 
of these clauses beginning with the word 
“provided”? 


Dr. Annis: Yes. 

Then the second point really comes to 
implementation, in case the circumstances at 
some future time should require action to be 
taken by Canada. If provision were now to be 
made in the statute for action to be taken in 
that event, I believe it would be necessary to 
specify in detail what the action would be. I 
am correct in this, am I not? 


The point that I would like to make here is 
that the detail of the corrective action, the 
remedial action, to use the term that is used 
here, has not been specified and this was 
deliberate. It would be open to the Canadian 
government to choose one of several alterna- 
tives that might be open. One alternative 
might be to come to Parliament for a change 
in the basic 15 per cent rate. You said there 
was no alternative, no statutory authority. 
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Mr. Lambert: I have not been able to dis- 
cover it, but you may be able to tell me. 


Dr. Annis: I direct your attention to an 
authority which exists and with which I 
know you will be familiar when it is recalled 
to your memory, and which you might or 
might not agree would be competent. It is 
Section 10 of the Customs Tariff, which pro- 
vides authority under which the Governor in 
Council may reduce or remove duties where 
necessary to implement a trade agreement 
with other countries. There would be at least 
the possibility of action there. It might be 
that it would be wise to seek a legal opinion 
before using that. 


Mr.. Lambert: Yes. I would have thought 
that perhaps there would have been a proviso 
put in this particular tariff item, or in the 
proposals: that are before us, with particular 
reference to this commitment, that the Gover- 
nor in Council, in the event remedial action 
must be taken under a certain clause of the 
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GATT agreement, would be authorized to 
take such necessary steps. This is a blanket 
authorization which we know we are giving 
Cabinet. I have been citing or illustrating one 
possible way of doing it. It may be that peo- 
ple who are more versed in administrative 
matters could shoot that full of holes but this 
is what I think might be explored. | 


Dr. Annis: Yes. 


Mr. Lambert: So it is explicit to answer the 
point that I think is being made with some 
justification by Mr. Richard. 


Dr. Annis: On that point, as a technician, I 
would agree that what you have suggested 
would have been a possible way of doing it. I 
would add that this new provision would be 
something that is pretty close to the present 
Section 10. 


Mr. Lambert: Yes, but I suggest to you, Dr. 
Annis, that those people who have to consider 
these proposals under the Kennedy Round 
would have the whole picture before them. 
The consideration of the proposals that are 
before us do not bring into relief this section 
of the GATT agreement to which Mr. Richard 
has referred. This will escape a lot of people’s 
notice. It is only the experts who know this, 
and I would have thought that it might have 
been a very fine place to “flag” this potential. 


Dr. Annis: Possibly so, but I might go on to 
mention a third possibility. Perhaps there are 
others, but I will stop after mentioning this 
one. If it were necessary to take remedial 
measures, the result could be accomplished if 
action were taken of a sort which would 
result in a hygher proportion than previous- 
ly of the imports being admitted duty free 
and subject to remission, and a lower propor- 
tion subject to the 15 per cent rate which in 
general will apply to goods not available in 
Canada. I have mentioned three possibilities. 
The point I would make is that in terms of the 
commitment that was made the government 
is not obligated in advance to adopt any one 
of those three possibilities, and it might be 
that even other possibilities could be consid- 
ered. I mention three which spring rather 
readily to mind as being the obvious possible 
avenues of remedial action in the event—and 
I think I should keep stressing that I would 
regard it as a most unlikely event—that the 
necessity to do so should ever arise. The 
expectation is that this contingency will not 
arise. } - 
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The Chairman: Gentlemen, I think we have 
had most interesting discussion on some very 
stimulating concepts with respect to this 
machinery program, especially in so far as 
they have been linked with our undertakings 
under the GATT. 

As we mentioned before, Mr. Hooper also 
prepared a brief memorandum setting forth 
his views on the anti-dumping code, which 
will be reflected in legislation presently being 
prepared. We are not in a position to officially 
agree that it be printed, but perhaps we could 
refer this to our meeting tomorrow morning. 

I would like to thank our witnesses for 
coming here to express their views, and we 
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will now adjourn until 11 o’clock tomorrow 
morning. 


Mr. Hooper: Mr. Chairman, may I say one 
word about the machinery accessories that 
come under 42700-1. They also come under 
two or three items in the tariff that still retain 
“class or kind” provisions, so that in effect 
customs will be required to keep up the 
“class or kind” classification of all these 
machines to determine whether or not they 
are entitled to entry under tariff item 696 or 
40g. There may be one or two more. 


The Chairman: If that is the case we will 
have a continuing contest to see which is 
better, “availability ‘“‘and’’ public interest” or 
“class or kind”’. 


I declare the meeting adjourned. 
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APPENDIX “O” 


BRIEF 


Submitted by Gordon Hooper and John 
Richard to the Committee on Finance, Trade 
and Economic Affairs, regarding proposed 
customs Tariff Resolution and, in particular, 
proposed Tariff Item 42700-1. 


This brief is submitted on behalf of import- 


Tariff Item BaP M. 


42700-1—Machines, n.o.p., and acces- 
sories, attachments, control equipment 
and tools for use therewith; parts of 
the foregoine:.4 sek wnivy Ts ee Ps eee sso 25 p.c. 


Except that in the case of the importation 
into Canada of any goods enumerated in 
this item, the Governor in Council on 
the recommendation of the Minister of 
Industry may, whenever he considers 
that it is in the public interest and that 
the goods are not available from pro- 
duction in Canada, remit the duty 
specified in this item applicable to the 
goods, and subsections (2), (3), (4), (5) 
and (8) of section 22 of the Financial 
Administration Act apply in the case 
of a remission granted under this 
provision. 


In his address to the House of Commons on 
December 12, 1967, the Minister of Industry 
in speaking of proposed Tariff Item 42700-1 
made the following statement: “This program 
is of major significance as a means for 
encouraging the development of efficient 
Canadian industry.” (Hansard, December 12, 
1967, page 5329). We submit that this program 
should encourage the development not only of 
an efficient machinery industry in Canada but 
also encourage the development of other sec- 
tors of Canadian industry such as those sec- 
tors that require machines and accessories 
classifiable under proposed Tariff Item 42700- 
1 for the efficiency and expansion of their 
industry. In other words, the objective should 
be applied not only to the producers of 
machinery but also to the users of machinery 
and proposed Tariff Item 42700-1 should not 
be enacted or interpreted in such a manner as 
to favour one sector of the Canadian industry 
over another sector of the Canadian industry. 


15 p.c. 


ers of machines which will be classifiable 
under proposed Tariff Item 42700-1. The 
proposed Tariff Item 42700-1 is set out in the 
Ways and Means Resolutions on the Customs 
Tariff tabled by the Minister of Finance on 
November 6, 1967 and reads as follows: 


Present Rates 


FEN. General Hee. M.F.N. General 
35 p.c. 10 p.c. 22% p.c. 35 p.c. 
Free 73 p.c. 35 p.c. 
Various Various Various 
It is, therefore, our submission that due 


weight should be given to the interests of the 
users of machinery as well as to the interests 
of the producers of machinery in Canada. 


The Minister of Industry has recognized 
this himself when he made the following 
statement to the House of Commons on 
December 12, 1967: “The primary objective of 
providing for remission of duty in this way is 
to encourage the development of efficient 
industry by allowing users of machinery to 
acquire capital equipment at the lowest possi- 
ble cost and at the same time enable machin- 
ery producers to derive maximum incentive 
and encouragement from the tariff which will 
now apply, with a greater measure of certain- 
ty, to the products they manufacture. If 
Canadian manufacturers are to increase pro- 
ductivity and be competitive in international 
markets, it is of vital importance that they 
acquire the most modern and efficient machi- 
nery.’” (Hansard, December 12, 1967, page 
5239). 
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Proposed Tariff Item 42700-1 and its provi- 
so purport to give effect to the undertaking 
given by Canada and appearing in GATT, 
Article XXVIII (See Appendix ‘“A’’). The Min- 
ister of Industry admitted and recognized that 
this undertaking was given to enable Canada 
to pay for tariff concessions offered by Cana- 
da’s major trading partners in the Ken- 
nedy round. Therefore, this undertaking and 
this proposed machinery tariff are concessions 
for the benefit of countries exporting machi- 
nery classifiable under this proposed tariff 
item. In fact, Canada has made an interna- 
tional undertaking that the average incidence 
of the duties of all imports under proposed 
Tariff Item 42700-1 from countries entitled to 
the Most-Favoured-Nation tariff shall not 
exceed 9 per cent ad valorem in any calendar 
year. The Minister of Industry acknowledged 
the existence of this agreement and of this 
undertaking in the House of Commons on 
December 12, 1967 and also outlined the effec- 
tive results of these concessions. This is what 
the Minister of Industry said on this matter: 


“Negotiation of the machinery proposal 
was difficult and protracted since remov- 
ing the formal class or kind distinction 
required that goods under tariff items 
being replaced which were classified as 
not made would carry higher statutory 
rates. In practice the effective rates 
would be reduced by virtue of the opera- 
tions of the new remission system. 


Trading partners agreed to our propos- 
al in the end on the understanding that 
an over all reduction of duty would result 
because remission would be granted on 
imports of machinery not available from 
production in Canada. However, they 
insisted that in order to treat the machin- 
ery proposal as a tariff concession by 
Canada there be some guarantee that it 
would, in fact, lead to a reduction in total 
duties collected on the machinery 
involved. As a consequence, Canada gave 
an undertaking that the average annual 
incidence of m.fn. duty under 42700-1 
would not exceed 9 per cent. This under- 
taking is tantamount to saying that at 
least 40 per cent, by value, of future 
m.f.n. imports under 42700-1 will consist 
of machinery not available from produc- 
tion in Canada and consequently duty 
will not be collected on them.” 


(Hansard, December 12, 1967, page 5330). 
There is nothing in the proviso to proposed 
Tariff Item 42700-1 which refers to this 
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undertaking or gives effect to this undertak- 
ing. As presently worded, the proviso gives 
no guarantee that proposed Tariff Item 42700- 
1 will in fact lead to a reduction in total 
duties collected on the machinery involved to 
a level of at least 9 per cent. The Minister of 
Industry has sought to allay the legitimate 
concern of exporters and users of machinery 
by referring to the percentage of machinery 
imports during recent years, (Hansard, 
December 12, 1967, page 5330). In our submis- 
sion, the Minister and the Department of In- 
dustry have no reasonable grounds to form an 
opinion as to the percentage of imports of 
machinery which will in fact be held to be 
free of duty. The figures and percentages 
which the Minister is relying on are based on 
a test of made or not made in Canada, which 
test is not carried forward in the new 
proposed tariff item and, therefore, these 
figures are of little usefulness or validity. 
Also, since the machinery program was intro- 
duced only on January 1, 1968, the Minister 
at the time he made his statement on Decem- 
ber 12, 1967 did not have the benefit of 
reports being supplied from Canadian indus- 
try and the submissions of Canadian import- 
ers. Furthermore, this international undertak- 
ing which has been given by Canada and the 
guarantee insisted upon by its trading part- 
ners does not form part of the domestic law 
of Canada since no reference to it is made in 
the proposed tariff item or its proviso. 

We would ask the members of the Commit- 
tee to note that the proviso to proposed Tariff 
Item 42700-1 provides for two basic tests 
when consideration is being given to applica- 
tions for remission. The first test is whether 
the goods are available from production in 
Canada and the second test is that of public 
interest. The Minister of Industry in his state- 
ment to the House of Commons described 
what he understood to be the criterion of 
public interest (Hansard, December 12, 1967, 
page 5331). Nowhere in the undertaking given 
by Canada at GATT (see Appendix “A”) is 
any reference made to the criterion of public 
interest. Therefore, in our submission the 
proviso to proposed Tariff Item 42700-1 con- 
tains a test or criterion which was not agreed 
upon during the GATT negotiations and 
which was not contained in the undertaking 
given by Canada. This test of public interest, 
if applied as suggested by the Minister of 
Industry, could mean that an importer or 
user of machinery who would be otherwise 


568 


entitled to free entry of the machinery on the 
basis that it was not available from produc- 
tion in Canada would be disentitled to such 
free entry by reason of a decision of the 
Advisory Board, the Review Board or the 
Minister that entry free of duty is not in the 
‘“oublic interest”. This is a broad, arbitrary 
and discriminatory provision which was not 
intended in the original undertaking given by 
Canada to its trading partners. 

Our final submission relates to the proce- 
dures for remission of duty under the 
proposed tariff item and, in particular, the 
provision for a right of appeal from the 
finding as to availability of the goods from 
production in Canada. It will be noted that 
the decision to remit duty is to be made by 
the Governor in Council on the recommenda- 
tion of the Minister of Industry. In order to 
assist him in making a recommendatiion, the 
Minister of Industry has stated he will consti- 
tute and Advisory Board and a Review Board. 
The Advisory Board and the Review Board 
will be established by the Governor in Coun- 
cil pursuant to the Department of Industry 
Act. It is clear that both the Advisory Board 
and the Review Board are merely advisory 
boards and that the Minister of Industry is 
not bound by their findings or recommenda- 
tions (Hansard, December 12, 1967, page 
5332). It also appears that the Advisory Board 
will be comprised of a Chairman, the Deputy 
Ministers of Industry, Finance, Trade and 
Commerce, and National Revenue, and will 
be assisted by branches of the Department of 
Industry which are concerned with individual 
industries, including machinery manufactur- 
ing (Department of Industry Information 
Bulletin, December 14, 1967). At present, 
there appears to be no provision to give inter- 
ested parties notice of any hearing and the 
opportunity to be heard. There is no provi- 
sion for a public hearing or the opportunity 
to present evidence or to test any information 
upon which the Board may decide to rely, 
nor is there any provision for the publication 
of the findings and recommendations of either 
Board or of the Minister. It would further 
appear that all the Advisory Board or the 
Review Board will have before it on which to 
make a finding and a recommendation will be 
the information and reports prepared for the 
Board by specialized branches of the Depart- 
ment of Industry (Hansard, December 12, 
1967, page 5331). A program of such major 
significance and involving goods amounting to 
approximately $700 million in import value 
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should be administered in an open manner 
and give the opportunity to interested parties 
to appear and be heard. It should also pro- 
vide for an effective right of appeal on both 
fact and law to an independent tribunal. The 
Minister should then be bound by the findings 
of the Advisory Board, the Review Board and 
the independent appellate tribunal. The Ex- 
chequer Court of Canada could be constituted 
as the independent appellate tribunal as it is 
presently constituted for appeals under the 
Customs Act from the Tariff Board. Our 
proposals regarding the publication of deci- 
sions and the right to appeal to an independ- 
ent tribunal are supported by Article X of 
GATT, 1947, subscribed to by Canada (see 
Appendix “B’). For the convenience of the 
members of the Committee, we have also 
appended as Appendix ‘“‘C” the legislative his- 
tory of appeal procedures from the decisions 
of the Deputy Minister of National Revenue, 
Customs and Excise, under the Customs Act, 
since 1927 to the present date. 


Respectfully submitted, 


Gordon Hooper, 
Cutoms Consultant, and 


John D. Richard, 
Barrister & Solicitor. 


APPENDIX® “A” 7 TO 


RICHARD-HOOPER BRIEF 


“Machines, n.o.p., and accessories, attach- 
ments, control equipment and tools for use 
therewith, part of the foregoing .. .. 15 P.C. 


Provided, that the Government of Canada 
shall establish procedures under which 
importers of goods subject to duty under 
Itern 42700-1 may apply for remission of 
duties paid or payable when such goods are 
not available from Canadian production. 
Provided, further, that it is the intention of 
the Government of Canada that the average 
incidence of the duties (after taking into 
account remissions of duties) on all imports 
under Item 42700-1 from countries entitled to 
the most-favoured-nation tariff shall not 
exceed 9 per cent ad valorem in any calendar 
year. 

Provided, further, that the Government of 
Canada shall consult, on request, in respect of 
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the average incidence of duties under Item 
42700-1 in any calendar year with any con- 
tracting party having a substantial trade 
interest in that item, and, if it is established 
in the course of such consultations that such 
average incidence has exceeded 9 per cent ad 
valorem in any calendar year, the Govern- 
ment. of Canada shall take immediate and 
effective remedial measures.” 


APPENDIX “B’”’ TO 


RICHARD-HOOPER BRIEF 
ARTICLE X 


Publication and Administration of 
Trade Regulations 


1. Laws, regulations, judicial decisions and 
administrative rulings of general application 
made effective by any contracting party, per- 
taining to the classification or the valuation of 
products for customs purposes, or to rates of 
duty, taxes or other charges, or to require- 
ments, restrictions or prohibitions on imports 
or exports or on the transfer of payments 
therefor, or affecting their sale, disribution, 
transportation, insurance, warehousing, in- 
spection, exhibition, processing, mixing or 
other use, shall be published promptly in 
such a manner as to enable governments and 
traders to become acquainted with them. 
Agreements affecting international trade policy 
which are in force between the government 
or a governmental agency of any contract- 
ing party and the government or govern- 
mental agency of any other contracting party 
shall also be published. The provisions of this 
paragraph shall not require any contracting 
party to disclose confidential information 
which would impede law enforcement or oth- 
erwise be contrary to the public interest or 
would prejudice the legitimate commercial 
interests of particular enterprises, public or 
private. 


2. No measure of general application taken 
by any contracting party effecting an advance 
in a rate of duty or other charge on imports 
under an established and uniform practice, or 
imposing a new or more burdensome require- 
ment, restriction or prohibition on imports, or 
on the transfer of payments therefor, shall be 
enforced before such measure has been 
officially published. 
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3. (a) Each contracting party shall adminis- 
ter in a uniform, impartial and reasonable 
manner all its laws, regulations, decisions and 
rulings of the kind described in paragraph m 
of this Article. 

(b) Each contracting party shall maintain, 
or institute as soon as practicable, judicial, 
arbitral or administrative tribunals or proce- 
dures for the -purpose, inter alia, of the 
prompt review and correction of administra- 
tive action relating to customs matters. Such 
tribunals or procedures shall be independent 
of the agencies entrusted with administrative 
enforcement and their decisions shall be 
implemented by, and shall govern the prac- 
tice of, such agencies unless an appeal is 
lodged with a court or tribunal of superior 
jurisdiction within the time prescribed for 
appeals to be lodged by importers; Provided 
that the central administration of such agency 
may take steps to obtain a review of the 
matter in another proceeding if there is good 
cause to believe that the decision is inconsist- 
ent with established principles of law or the 
actual facts. 

(c) The provisions of sub-paragraph (b) of 
this paragraph shall not require the elimina- 
tion or substitution of procedures in force in 
the territory: of a contracting party on the 
date of this Agreement which in fact provide 
for an objective and impartial review of 
administrative action even though such proce- 
dures are not fully or formally independent 
of the agencies entrusted with administrative 
enforcement. Any contracting party employ- 
ing such procedures shall, upon request, fur- 
nish the CONTRACTING PARTIES with full 
information thereon in order that they may 
determine whether such procedures conform 
to the requirements of this sub-paragraph. 


APPENDIX ‘C” 


TO RICHARD-HOOPER BRIEF 


Re: History of Appeal .Procedures 
Under the Customs Act 


The Revised Statutes of Canada, 1927, c. oa 

s. 54, provided as follows: 

“54, Whenever any difference arises or 
whenever any doubt exists as to whether any 
or what rate of duty is payable on any class 
of goods, and there is no previous. decision 
upon the question by any competent tribunal, 


570 


binding throught Canada, the Board of Cus- 
toms may declare the rate of duty payable on 
the class of goods in question, or that such 
goods are exempt from duty, subject in each 
case to an appeal within sixty days from date 
of such declaration, by any person interested, 
to the Governor in Council; and any such 
declaration of the Board of Customs when 
approved by the Minister after the expiration 
of sixty days from the date thereof, or any 
such declaration when made by any order in 
council upon appeal, shall have force and 
effect as if the same had been sanctioned by 
statute.” 


It will be noted that: 


(1) The final appellate tribunal was not the 
Board of Customs but rather the Gover- 
nor in Council; and 


(2) the declaration of the Board of Customs 
was subject to approval by the Minister. 


Chapter 55 21-22 George V assented to Au- 
gust 3, 1931, was an Act to provide for the 
appointment of the Tariff Board. 


Part II of that Act reads, in part, as follows: 


“TARIFF BOARD SUBSTITUTED FOR 
BOARD OF CUSTOMS 


11. (1) From and after a date to be fixed by 
the Governor in Council, all the powers, 
functions and duties of the Board of Customs 
shall be assigned to and be transacted by the 
Tariff Board constituted by this Act. 

(2) Wherever in any Act of the Parliament 
of Canada, or in any regulations or orders 
made thereunder, the Board of Customs is 
mentioned or referred to, the Tariff Board 
shall in each and every such case be sub- 
stituted therefor; any right of appeal from 
decisions of the Board of Customs shall con- 
tinue as provided by the Customs Act’’. 


In the matter of a Reference to the Su- 
preme Court of Canada concerning the juris- 
diction of the Tariff Board of Canada, the 
decision is reported (1934) S.C.R. p. 538. 


At page 545 Mr. Justice Rinfret said: 

“The power of review was formally vested in 
the Board of Customs, and is now vested in 
the Tariff Board. It is limited to the two 
particular purposes just stated. The decision 
of the Board in the exercise of this power is 
expressly made final and conclusive only 
“when approved by the Minister” (except as 
otherwise provided by the Act). 

“The Board of Customs, therefore, as it for- 
merly existed (now the Tariff Board under 
part II of the Tariff Board Act), and subject 
to what may be said later with regard to ss. 
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48 and 54 of the Customs Act, simply enters 
into the scheme devised by Parliament for the 
control and management of the collection of 
the duties of customs and of matters inciden- 
tal thereto, primarily put by the Act respect- 
ing the Department of National Revenue 
under the direction, the regulation and the 
supervision of the Minister who presides over 
that Department. 


“The Board of Customs was, and the Tariff 
Board is, in no sense, a court. By force of the 
provisions of the Customs Act, it is not a 
judicial body but an administrative body. Its 
functions were and are purely departmental. 
Its duties as set forth in the Act are all in 
respect to questions of fact; and there is noth- 
ing in the Customs Act which purports to 
exclude from the jurisdiction of the ordinary 
courts any question of law, either with regard 
to the validity of the Minister’s acts or other- 
wise, nor is any such jurisdiction conferred 
on the Board of Customs (now the Tariff 
Board, part II). It follows that in the perfor- 
mance of its duties under part II the Board 
must give effect to the orders of the Minister 
of National Revenue; and moreover that its 
decisions are subject to the approval of the 
Minister, by whose orders the Board is bound 
as the responsible Head of the Department.” 

At page 547 Rinfret J. said: 

“It need only be noted that s. 54 calls for a 
declaration with regard to rate in specially 
defined cases, that it is subject to appeal to 
the Governor General in Council; and that it 
requires either the approval of the Minister 
or the approval by Order in Council (in case 
where there was an appeal) in order to have 
force and effect.” 

The Tariff Board Act was amended by 
chapter 70 11-12 George VI 1948. Sections 11 
to 14 inclusive were repealed. Concurrently, 
the Customs Act was amended by chapter 41 
11-12 George VI 1948. Sections 46 to 54 were 
repealed. The new section 49 provided for 
appeal as of right from the decision of the 
Deputy Minister to the Tariff Board and, ona 
point of law, from the Tariff Board to the 
courts. At the time he introduced the amend- 
ment (Bill 229) in 1948 to give effect to under- 
takings in GATT the Minister of National 
Revenue stated that the Bill revises or deletes 
such sections of the existing law as are 
repugnant to GATT and also removes certain 
sections which, by reason of changes in con- 
ditions, have become obsolete. Subsequent 
amendments to the Customs Act preserved 
this right of appeal. 
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APPENDIX 


REGARDING THE MEANING AND 
APPLICATION OF THE PHRASE 
CLASS OR KIND MADE 


(NOT MADE) IN CANADA 


Was the term “class or kind” interpreted by 
the Tariff Board and administered by Cus- 
toms since 1950 at variance with what was 
the well-known established import of those 
words prior to that date? 


We point out to the Committee that not one 
customs entry out of every two hundred thou- 
sand entries goes to the Tariff Board on 
appeal from the Port Appraiser’s, Dominion 
Customs Appraiser’s and the Deputy Minis- 
ter’s decision. 


One way to determine if the “class or kind” 
tariff items were always interpreted is to 
refer to the evidence given by a former Com- 
missioner of Customs and two spokesmen for 
the Department of National Revenue, Cus- 
toms and Excise, in Tariff Board Appeal No. 
272 (Power Cranes and Shovels of 4 cubic 
yard to 2 cubic yard capacity) on February 16 
and 18, 1953. 


Tariff Board Appeal No. 272 permitted the 
hearing of an appeal by Dominion Hoist and 
Shovel Company Limited, Montreal, Quebec, 
a wholly owned subsidiary company of Do- 
minion Engineering Company Limited, 
against a decision made prior to 1950 by the 
Deputy Minister of National Revenue, Cus- 
toms and Excise, which held only those size 
of power cranes and shovels that were in fact 
made in Canada, to be of a class or kind 
made or produced in Canada. 


The Tariff Board’s declaration of March 18, 
1953, upheld the Deputy Minister’s decision. 


Mr. A. R. Hind, Assistant Chief Dominion 
Customs Appraiser, now Assistant Deputy 
Minister, under oath, said: 

“We have to do a reasonably good job 
and in our effort to do this we are 
endeavouring to give Canadian manufac- 
turers the protection to which they are 
entitled on the articles they manufacture, 
and conversely, we are endeavouring not 
to give them protection on something 
they do not manufacture which would 
thereby have the effect of increasing 
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unnecessarily, I feel, the cost to the end- 
user of something which is not procura- 
ble in Canada”. Proceedings, Official Re- 
port, Appeal No. 272, February 16 and 18, 
1953, at page 379, line 2. 


Mr. H. D. Scully was Commissioner of Cus- 
toms from 1933 to 1943. His statements are 
recorded from pages 367 to 371, inclusive, in 
the Report referred to above. At page 368, 
line 19: 


“An appraiser visited Montreal, probably 
other officials did, and it was discovered 
that the company had not yet proceeded 
far enough in its liaison with the Ameri- 
can principal to have serious Canadian 
consequences. Subsequently it was rem- 
edied as they progressed and I think in 
my time the recommendation of the 
appraiser—and confirmed by the Minister 
—was that we went from ? to 13, I think, 
as sizes which were made in Canada. 
That is subsequently. My successor appar- 
ently increased that scale.” 


The following statement by Mr. Andre For- 
get, counsel for Dominion Hoist and Shovel 
Company Limited sheds light on Customs 
interpretation, prior to 1950. Quoting from 
page 12, line 2: 

“Mr. Forget: No. The ruling of the De- 
partment—at least decisions of the De- 
partment applied to customs entries are 
to the effect that power cranes and shov- 
els of a certain nominal dipper capacity 
are of a class or kind made in Canada, 
and the power cranes and shovels of a 
different nominal dipper capacity are of a 
class or kind not made in Canada; and 
that is the attitude of the Department 
which we are before this Board to 
challenge’’. 


The Tariff Board’s declaration in Appeal 
No. 272 upheld Customs’ decision that only 
those sizes of Power Shovels that were in fact 
made in Canada were of a “class or kind 
made or produced in Canada”. The Tariff 
Board’s declaration was not appealed to the 
Exchequer Court of Canada. 

After the period for appeal of the Tariff 
Board’s declaration in Appeal No. 272, the 
Deputy Minister of National Revenue, Cus- 
toms and Excise, issued Memorandum D 51 
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MCR 152 dated June 3, 1953, declaring 3 
cubic yard and 24 cubic yard Power Shovels 
were of a class or kind made in Canada 
notwithstanding the fact that they were not 
in fact made in Canada. 


That decision meant that the Deputy Minis- 
ter was holding the size smaller than the 
smallest made in Canada and the size larger 
than the largest size made in Canada, to be 
made or produced in Canada. 


The Deputy Minister’s decision that 23 cu. 
yd. Power Shovels were of a class or kind 
made in Canada was appealed against in 
Tariff Board Appeal No. 306. 


The decisions of the Tariff Board, the Ex- 
chequer Court of Canada and the Supreme 
Court~of Canada were that the 24 cu. yd. 
Power Shovel was of a class or kind not made 
in Canada. 


. Every appeal after Appeal No. 306, to 1960, 
that I know of, was an appeal to re-establish 
the guide lines that were used by Customs 
prior to 1950. | 


Not counting the Tariff Board’s declarations 
in connection with the appeals on Power 
Cranes and Shovels, after March 19, 1953 to 
December 4, 1962, the Board made twenty- 
three (23) declarations in connection with 
class or kind; in seventeen (17) the appeal 
was dismissed; in six (6) the appeal was 
allowed. : 


That is a good record for Customs by 
almost any reasonable test. Especially, when 
it is taken into consideration that there are at 
the present time niney-six (96) or more tariff 
items containing the phrase “class or kind”. 


. It is-our opinion that the Tariff Board’s 
declarations in Appeals Nos. 272, 306 and oth- 
ers, confirmed Customs’ interpretation and 
practice prior to 1950 and the statements of 
the witnesses as stated above in connection 
with “class or kind” and found illegal Cus- 
toms’ newly attempted principle of classifying 
“the size smaller than the smallest size made 
in Canada and the size larger than the largest 
size made in Canada, as made in Canada”. 


Tariff Board Appeal No. 445 was on a 2,500 
foot per minute capacity newsprint machine. 
The appeal was dismissed. The imported 
machine was the ‘‘best and most improved” 
newsprint machine in existence when it was 
ordered and imported... The newsprint 
machine made in Canada did and has not 
equalled the performance of the imported 
machine. We think that the appeal should 
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have been allowed having regard to Customs 
interpretation and practice prior to 1950 and 
the Honourable George E. Foster’s Budget 
Speech in the House of Commons in 1890 in 
connection with tariff items 291 and 327 that 
contained the phrase ‘‘class or kind not manu- 
factured in Canada’’. 


It would appear that the government was 
agreed with those who felt there should be 
free access to “the best and most improved 
machinery’’. 


As far as we can determine the Honourable 
George E. Foster was the only Minister of 
Finance until 1961, who gave Parliament a 
definition or a meaning of the term “‘class or 
kind”. In the years between the years 1890 
and 1961, when asked for the meaning of the 
term, the Ministers replied to the effect that 
the words have been in the Customs Tariff 
for years. 


The basket tariff item for machinery, n.o.p., 
of a class or kind not made in Canada, was in 
the Customs Tariff from May 2, 1930 to Sep- 
tember 17, 1930 and on and after January 1, 
1936. 


Memorandum Series D No. 17 Supplement 
No. 2, dated. December 23, 1935, provided 
“Unless the imported machinery has been 
ruled by the Department as being of a class 
or kind not made in Canada, entries thereof 
are not to be accepted under the above quot- 
ed extract tariff item but the machinery is to 
be rated under tariff item 427, Schedule I of 
the said Trade Agreement, at 25% ad 


valorem.”’ 


Further, ‘In cases where the importer con- 
tests such tariff classification, descriptive 
illustrations and full particulars, including 
specifications where necessary, and also the 
importer’s evidence, if any, of efforts made to 
obtain machinery of Canadian manufacture of 
the same class, are to be forwarded to the 
Department for investigation and ruling”. . 


Similar decisions, since December 23, 1935 
have been in Customs Memoranda Series D 
49. The current memorandum is D 49-18 of 
January 15, 1958. All importations of machi- 
nery, n.o.p., have been classifiable under the 
higher rate of customs duty and not under 
the lower rate until they have been ruled not 
made or produced in Canada. 


It is our opinion that we should draw to the 
Committee’s attention the undertakings given 
in 1935 by the government of Canada to the 
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United States government in connection with 
“class or kind”: 

1. Adequate notice of transfer from 
class or kind not made in Canada to class 
or kind made in Canada. Hence, publica- 

tions in Canada Gazette and Customs 
Memoranda in Series D. 51. . 
_ 2..That at least 10 per cent of normal 
consumption in Canada was made in 
Canada. Hence, Order in Council P.C. 
1618 of July 2, 1936. 


~ The reasons for requesting those changes in 
Customs Administration were to protect 
against increases in customs duties and the 
application of dumping duties without notice 
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of change in the made-in-Canada status of the 
goods. Customs practice in the years 1932- 
1935 was to rule made in Canada those goods 


‘the manufacturer in Canada said were of a 


class or kind made in Canada. Very seldom, if 
ever, did an association say that -the goods 
were of a class or kind not made in Canada. 
And, the question answered involved a ques- 
tion of fact and an interpretation of the term 
“class or kind’’:.. 


The announced machinery program of the 
Department of Industry does not. include 
those two desirable features. 


GORDON E. HOOPER 
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APPENDIX “Q” 


DEPARTMENT OF TRADE AND 
COMMERCE 


OTTAWA 4, Ontario. 
January 31, 1968 


Mr. H. Gray, M.P., 

Chairman, 

Standing Committee on Finance, 
Trade and Economic Affairs, 


Room 331, 

West Block, 
Ottawa, Ontario. 
Dear Mr. Gray: 


As you requested yesterday, attached is a 
table showing exports of machinery by a 


number of countries, including Canada and 
Switzerland. 


In the interests of comparability, these 
figures are drawn from OECD statistics and 
cover machinery of all classes, except for 
road motor vehicles, engines, and parts. Be- 
cause of their importance in the Canadian 
export pattern, subsidiary tables showing 
exports of agricultural machinery, and other 
transportation equipment are also attached. 


Yours faithfully, 


A. R.. Porter, 


Assistant Chief, 
General Relations Division, 
Office of Trade Relations. 
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EXPORTS OF AGRICULTURAL MACHINERY AND IMPLEMENTS 


Exports to Main Markets 
(000 U.S. dollars) 


TOTAL 
COUNTRY EXPORTS Ls. Europe Australia-N.Z. 
Canada 160, 835 151, 005 3,634 2,396 
France 1, 602 
UcK.. 1, 415 
Austria France Norway 
Switzerland 4,571 1,412 671 693 
. Denmark France Norway Finland 
Sweden 48 , 963 6,965 6, 167 6,127 6,481 
| Germany Sweden U.K. Finland 
Denmark 29,255 5,576 4,087 2176 1,506 
Germany Italy Austria Algeria 
France 93 , 228 24, 623 12,710 9,943 7,894 
France Netherlands Austria Belg-Lux 
Germany 224, 493 65, 380 19,712 17,316 16,475 
France Austria Germany Spain 
Italy 81,4380 19,766 P1135 5, 707 6,529 
Australia-N.Z. Thailand Philippines S. Korea 
Japan . 29,720 3,476 2,803 2,467 2,403 
EXPORTS OF TRANSPORTATION EQUIPMENT 
(Other than Road Motor Vehicles) 
Exports to Major Markets 
(1000 U.S. dollars) 
Total — aa 
Country Exports US. Dik: Germany Australia 
Canada ne. .acs. 244,941 186, 896 5,339 2, 269 2,647 
F ieee ks Germany France 
Switzerland....... i, 113 880 1,609 1,199 1, 268 
! 18: Denmark Norway Finland 
Sweden........... 207 , 662 2,500 5, 060 129, 582 6,740 
Norway Germany Sweden Use 
Pienmaricy z's ots 81, 684 10,822 4,442 2,102 1, 268 
USS. Belgium Germany Italy 
PPA 0h oats es 340, 511 37, 936 6,547 24,100 11,551 
: Ue) Belgium France Netherlands 
CeCImany. 65. S. 393, 691 13,291 7,178 26, 884 23,730 
LS: France Germany Lee ce 
Ee ots ter eters a 151, 568 12,704 8,084 9,508 24,762 
U.S. Liberia Norway S. Korea Philippines India 
POO Poiana wn 838, 903 10, 827 310,560 95,881 20, 646 21,026 23,475 
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ORDER OF REFERENCE 
THURSDAY, February 1, 1968. 


Ordered,—That the name of Mr. Hales be substituted for that of Mr. 
Lambert on the Standing Committee on Finance, Trade and Economic Affairs. 


Attest: 


ALISTAIR FRASER, 
The Clerk of the House of Commons. 
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MINUTES OF PROCEEDINGS 


THURSDAY, February 1, 1968. 
(28) 


The Standing Committee on Finance, Trade and Economic Affairs met at 
11.10 am. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Ballard, Cameron (Nanaimo-Cowichan-The 
Islands), Clermont, Comtois, Gilbert, Gray, Hees, Irvine, Lambert, Latulippe, — 
McLean (Charlotte), Monteith, Wahn—(13). 


Also present: Mr. McKinley, M.P. 


In attendance: From the Canadian Chemical Producers Association: Dr. 
D. E. Jones, President; Messrs. D. D. Stokes, R. B. MacPherson; K. B. Mathew- 
son; D. S. Hart. From the Department of Finance: Dr. C. A. Annis, Director of 
Tariffs. From the Department of Trade and Commerce: Mr. T. M. Burns, 
Director, Section II, Office of Trade Relations. From the Department of In- 
dustry: Mr. L. F. Drahotsky, Chief, Commercial Policy Division. 


The Committee resumed consideration of the proposed Customs Tariff 
resolution. 


Mr. Lambert asked a question concerning Item 42700-1 (machines and 
their accessories) to which it was agreed the officials would provide a written 
answer which will be printed as an appendix when available. 


The Chairman introduced the witnesses from the Canadian Chemical Pro- 
ducers Association and, at his request, Dr. Jones summarized the brief of the 
Association. (See Appendix R). 


Agreed,—That answers provided by the Department of Trade and Com- 
merce to certain questions of the Chairman be printed as an appendix. (See 
Appendix S). 


Agreed,—That the brief of the Canadian Farm and Industrial Equipment 
Institute be printed along with the comments of the officials when the latter 
are available. 


Agreed,—That the document tabled at the meeting of January 31 by Mr. 
Hooper entitled Memorandum regarding Section 6 of the Customs Tariff Act 
—Dumping Duty be included as an appendix. (See Appendix T). 


At the Chairman’s request, Messrs. Annis and Burns commented on the 
brief of the Chemical Producers Association. 


Messrs. Jones, Hart, Mathewson, Stokes and MacPherson were questioned 
and Messrs. Annis and Burns also answered questions directed to them. 


In answer to a question by Mr. Gilbert on the subject of exports by 
Canadian owned companies, Dr. Jones agreed to provide the information later 
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to the Committee. It was agreed that the information will be printed as an 
appendix when available. 


The questioning having been concluded, the Chairman thanked the wit- 
nesses, who then withdrew. 


At 1.10 p.m. the Committee adjourned to 3.30 p.m. this day. 


AFTERNOON SITTING 
(29) 
The Committee resumed at 3.45 p.m. this day, the Chairman, Mr. Gray, 
presiding. 


Members present: Messrs. Cameron (Nanaimo-Cowichan-The Islands), 
Clermont, Gray, Hees, Irvine, McLean (Charlotte), Monteith, More (Regina 
City), Noel—(9). 


Also present: Mr. McKinley, M.P. 


In attendance: Representatives of the Canadian Salt Industry: Messrs. J. 
H. Rowland, Vice-President, Marketing, The Canadian Salt Company and 
A. D. Huffman, Marketing Manager, Domtar Chemicals Limited, Sifto Salt 
Division. The same government officials as were present at the morning sitting. 


The Chairman introduced Messrs. Rowland and Huffman and Mr. Huffman 
summarized their brief. (See Appendix U). 


At the Chairman’s request, Messrs. Annis and Burns commented on the 
brief of the Salt Industry. 


The witnesses were questioned and at the conclusion of the questioning, 
they were thanked by the Chairman, and withdrew. 


At 5.00 p.m. the Committee adjourned to 11.00 a.m., Tuesday, February 6, 
1968. 


Dorothy F. Ballantine, 
Clerk of the Committee. 


21—6 


EVIDENCE 


(Recorded by Electronic Apparatus) 


Thursday February 1, 1968 


The Chairman: Gentlemen, I think we are 
in a position to begin our meeting, unofficially 
for the moment, and therefore you will have 
to reserve certain procedural matters that 
require motions until we are in a position to 
act officially. I believe Mr. Lambert would 
like to direct a question to the Department of 
Industry to be answered in written form in 
due course. 


Mr. Lambert: Thank you, Mr. Chairman. 
This concerns tariff item 42700-1 and is the 
matter of the incidence of sales and excise 
taxes. As we know the item permits a remis- 
sion of duty under certain conditions and my 
question is: Will this remission of duty also 
take into account a remission for an aliquot 
portion of sales tax on equipment that has 
been brought in on which duty has been paid 
and then a remission applied for. 

There is some information to the effect that 
if the machine or parts thereof have been 
brought in, duty paid on them, sales tax paid 
on the duty-paid value, and if a subsequent 
remission of duty were granted there would 
not be a remission of an aliquot portion of the 
sales tax. 

On the other hand, if a ruling had been 
sought beforehand to include a remission of 
duty, or an admission free of duty, the sales 
tax would be based and paid on that set 
value and therefore that importer would be 
ahead of the man who had paid the duty and 
sales tax and had not been able to recover a 
portion of the sales tax. I would like to have 
a clarification of that point. 


The Chairman; I will ask the officials con- 
cerned to reply with a written answer which 
will also be printed in our Proceedings. 

This morning we have with us representa- 
tives of the Canadian Chemical Producers’ 
Association. The delegation is lead by Dr. D. 
E. Jones, President of the Association, who is 
on my immediate right. To his right are Mr. 
D. D. Stokes, Mr. R. B. MacPherson, Mr. K. 
B. Mathewson and Mr. D. S. Hart. 


Briefs have been distributed previously to 
the members for study. I therefore ask Dr. 
Jones to present the brief to us in summary 
form. 


Dr. D. E. Jones (President, Canadian 
Chemical Producers’ Association): Thank you 
Mr. Chairman and gentlemen. I would like to 
start by saying that we do welcome this 
opportunity to meet with your Committee. We 
believe it to be a very excellent innovation. 
Perhaps this is the beginning of a practice 
that will become well established in Canada. 


We represent the Canadian Chemical Pro- 
ducers’ Association, an association of 46 mem- 
bers formed in 1962 as a trade association. It 
represents a very substantial proportion of 
the chemical manufacturers in Canada and I 
think we can truly say that we represent a 
great majority of this industry. 

To give some parameters of the industry 
itself, it employs as a whole about 74,000 peo- 
ple. It has annual sales of about $2.3 billion. I 
would like especially very briefly to call your 
attention to what I believe to be three charac- 
teristics of this industry, mainly that it is in 
itself a good employer and a_ substantial 
employer. Second, it is an employer of high- 
ly-skilled labour. The work people are highly 
skilled and there is a very high content 
indeed of graduates from universities and 
places of learning so that it is, in addition to 
being an employer of highly skilled people, a 
pool of technical knowledge and know-how in 
Canada so that it has additional sinogistic 
effects in addition to its own content. 

Lastly, being a highly technological indus- 
try in which the technology is rapidly chang- 
ing, it is one that as it were catalizes other 
industries. It produces new products and 
these new products seep into the general 
economy, thereby stimulating other ancillary 
and satellite industries. 

That is the background, gentlemen, of who 
we are and our industry, but I know you 
wish me to get quickly to the subject of this 
meeting which is the Kennedy Round of tariff 
negotiations. I think I must say at the very 
beginning that so far as the chemical industry 
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in Canada is concerned, when we consider 
the Kennedy Round as we now know it we 
are not concerned with tariff rates that are 
known to us which will become the law of the 
land, but rather with maxima, with bindings. 
I think that is a rather significant point. 

May I divide chemicals for ease of explana- 
tion into two areas, chemicals and synthetic 
resins. The distinction is somewhat artificial 
but there is a distinction technically and there 
is a great significance commercially. In the 
case of chemicals Canada went in with an 
MFN rate of an average of about 20 per cent. 
This was cut to 15 per cent and will take 
place when we know the rate—this is the 
bindings, the top rate—as one fell swoop on 
July 1, 1968. It is a 25 per cent reduction and 
that, if that be it, is significant. I may say 
that in countries like EEC that was the gener- 
al level from which they were negotiating 
but, as you will doubtless recall gentlemen, 
reductions in the EEC are conditional upon 
the American Selling Price being repealed by 
U.S. Congress so that the first step in the 
other countries—EEC, U.K.—is that they will 
reduce by 20 per cent on July 1, 1968, and the 
other 30 per cent subsequently and condi- 
tional on the removal of ASP. 

Now, in the case of synthetic resins Canada 
entered this round of negotiations in an 
exceedingly difficult position. Synthetic 
resins, by the way, gentlemen, is the growth 
area of this very dynamic chemical industry 
and Canada entered this round of negotiations 
in a very disadvantageous position; EEC were 
of the order of 20 per cent and the U.S. were 
very considerably higher. Canada, on the 
other hand, had rates of zero to 7% per cent. 

Once again the reductions that will take 
place in other countries are subject to the 
same conditions as for chemicals. I think one 
must give some credit to the skill of our 
negotiators. There was a small rise in the 
bound rate—and again I emphasize, not the 
rate that is not known—the bound rate on 
plastics will be 10 per cent in Canada, but 
this is the rate that the EEC will hopefully 
get to on January 1, 1972 provided ASP goes; 
otherwise it is 30 per cent. 

In the United States of course, the rates are 
very high. We are then talking rates of 25 to 
35 per cent, so that even with 50 per cent 
reductions, it still is a very high barrier to 
overcome. 

That is the general picture and I hope you 
will bear with me when I emphasize again 
that all we have on chemicals are bound 
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rates. They are not the rates that will become 
the law of Canada. 

Now, another step is necessary. Starting in 
1956 the Tariff Board, under the direction of 
the then Minister of Finance, undertook a 
tariff inquiry into the chemicals and plastics 
industries. The first report was published on 
June 12, 1966, and the action that is to emerge 
from those deliberations has yet to be taken. 
The action I believe the Parliament of Cana- 
da will now take, is to take together the tariff 
board report, the bindings under the GATT 
and come up before July 1, 1968 with a Cana- 
dian chemicals tariff. There lies the problem 
then. 


What I would like to submit quickly if 
there is time are several points for your con- 
sideration. First, we entered into the Kennedy 
Round of GATT and paid certain prices for 
certain concessions. That has been done. 
We have paid the price, and we have got the 
concessions. In other words, the bound rates 
are the rates that you have to pay to get 
something. I would submit, gentlemen, that it 
would be very good commercial sense surely 
at this juncture, not to pay any more for 
what you have already bought. So I would 
suggest that they strongly feel that the bound 
rate should, in fact, become the statutory 
rates in Canada. There are a number of addi- 
tional factors I think you should add to that 
to supplement that comment. 

First of all, when the Kennedy Round 
ended on June 30, 1967, it seemed reasonably 
clear cut; there were certain things given, 
certain things received. I would suggest, Mr. 
Chairman and gentlemen, that at least the 
atmosphere has changed a little bit since that 
time, and I will just name two examples. The 
concessions from EEC and other countries, 
coming ultimately to 50 per cent cuts, are 
conditional on the U.S. Congress repealing 
ASP. I suggest that there is at least some 
doubt whether that will happen. 

The other point I would make—I am no 
expert on this and I do not really understand 
what it means—refers to the European added- 
value tax. What its real significance is I have 
not yet discovered, but what I do know is 
that it certainly has exercised the United 
States sufficiently for them to say that should 
this happen they may or probably will 
introduce export subsidies and import taxes. 
Canada, I think, also responded that they 
may do the same. I suggest to you, gentle- 
men, that those are reasons not to take unilat- 
eral action in this. 
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Another point I would like to make is of 
very great significance, probably at least as 
powerful as, and possibly even more power- 
ful than, the ones I have already mentioned. 
There is a very interesting study of the Cana- 
dian chemical industry being undertaken at 
this time by the Chemicals Branch of the 
Department of Industry. This study we sup- 
port fully and strongly endorse this approach 
to our economic problems. This study is at 
the initiative of the Chemicals Branch, and 
I can assure you that the industry is giving is 
full support with its expertise and knowledge. 

This industry, I'am sure you will realize, is 
a very complex one, and although the study 
has started and is well under way, it is going 
to be quite some time—I would say probably 
towards the end of this year—before the 
findings of this study are known. I would 
therefore urge, gentlemen, that you do not 
anticipate in any way the findings of that 
economic study, but rather that you stick 
quite firmly with what you bought and what 
you paid for it. It seems to me that this 
would be commercial and economic prudence 
and, as everyone knows, it is a fairly simple 
matter to bring tariffs down. I have a sort of 
feeling the converse is not quite so easy. 

That is the Kennedy Round and obviously 
you would like to know in a nutshell what we 
think, as an industry, it will do for the 
Canadian chemical industry. We made our 
views known on this when we presented a 
report to the Canadian Committee on Tariffs 
and Trade in April, 1964. In it we did spell 
out quite clearly that in our judgment a 50 
per cent cut in overseas tariffs would not 
materially benefit the Canadian chemical 
industry. We also pointed out that cuts in 
Canadian tariffs would be likely to be detri- 
menial to this industry. We recently had a 
meeting of our export committee on this mat- 
ter and those views are still held. 

Gentlemen, if I may move quickly to 
another area that is of considerable concern 
and of very great importance to the chemical 
industry and, indeed, to all manufacturers, 
but I think particularly to the chemical indus- 
try because of its multiplicity of products, 
and I am referring to anti-dumping. As you 
know, Canada has at present anti-dumping 
legislation and we as an industry would be 
the last to suggest that this represented per- 
fection and was in all ways the answer to 
industrial ills. On the other hand, one does 
feel forced to say that it has served the indus- 
try well, and whereas there were defects the 
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over-all effect was not bad, in our judgment. 
Now, as you know, Canada at Geneva did 
negotiate, parallel with the Kennedy Round, 
on an international anti-dumping code. Cana- 
da is a signatory to that code and that code 
will have to be turned into Canadian legisla- 
tion to the implemented on July 1, 1968. 

I would like to make just a very few com- 
ments on this. First of all, the code springs 
out of Article VI of the GATT, and that to 
my recollection says, categorically, that 
injurious dumping is to be condemned. Who 
could disagree with that? Of course, it must 
be. But when you come to the international 
code assigned it does appear to us—and I 
do not say this critically—that the flavour, as 
it were, has slightly changed, and that where- 
as in Article VI of the GATT it seemed to 
condemn injurious dumping, when you look 
at the code it almost suggests that it is written 
to make the catching of the injurious dumper 
difficult. There are a number of words there 
such as the word “principal’—‘“the principal 
cause of injury”—which is not in GATT at all. 

Gentlemen, my enthusiasm may be running 
away from me, but I believe that if ever such 
a word appeared in Canadian legislation 
—that dumping is the principal cause of 
injury—we would be wide open. When you 
say “principal”, what do you mean? 

There are other words, such as “injury”, 
which are nebulous. Many, many treatises 
have been written on what is “injury”’. 

Definition of “industry” is difficult. If you 
have it very wide you never catch anybody; 
if you have it very narrow the same thing 
probably happens. What I am really hoping, 
gentlemen—and I know it is not before you 
yet—is that the bill on anti-dumping will 
soon be returned to the House and that it will 
come to your Committee so that we will have 
an opportunity to make _ representations. 
There are words to watch for so that a proper 
approach can be made. 

Our other point is that the administration is 
obviously going to be of great importance. 
Not only have you now to determine, as 
hitherto, “dumping”, but also “injury’’. This 
is an additional problem. 

Lastly, gentlemen, in this area of anti- 
dumping I would say, above all else, that so 
long as the law is written within reasonable 
parameters and the administration is there to 
enforce it, the whole thing is the will to do it. 
Will the purpose of this Canadian anti-dump- 
ing legislation be to protect the Canadian "pro- 
ducer from injurious dumping? If that is so, 
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if that is clearly said, then I think there is 
hope; otherwise, I do believe that, concerned 
as we are with some of the cuts in tariffs in 
the Kennedy Round proper, the damage—lI 
am trying to find a word—the “malproper”, 
or not so effective, implementation of anti- 
dumping legislation could be catastropic. 


I have talked much longer than I intended, 
Mr. Chairman. 


The Chairman: Thank you, Dr. Jones. I 
should note for the record that we have been 
in the position to proceed Officially since 
shortly after Dr. Jones began his submission. 


There are a few procedural matters. First 
of all, I have a letter, with attachments, from 
Mr. M. Schwarzmann, Assistant Deputy Min- 
ister of Trade Policy, dated January 31, 1968, 
addressed to myself. He say that in the 
course of the proceedings of the Committee 
last week several questions were raised per- 
taining to the European Economic Communi- 
ty’s import quotas on certain products; 
Canadian exports of uranium to the United 
States; the Brussels Tariff nomenclature; and 
Canadian trade relations with South Africa. 
Replies to these questions are attached. 


These questions, of course, were raised by 
various members of the Committee, and in 
accordance with our usual practice they will 
be printed in the next appropriate 
proceedings. 


The Canadian Farm and Industrial Equip- 
ment Institute has submitted a brief and say 
that they do not wish to appear in support of 
it. It was distributed to Committee members 
on January 23, 1968. Perhaps the Committee 
will agree that it be printed in our proceed- 
ings. However, it occurred to me that depart- 
mental officials, in line with the practice we 
have adopted, may wish to make some com- 
ments on the views expressed in the brief. If 
this. be the case, I would suggest that the 
officials also put these in written form so that 
the brief and the comments appear together 
in the record of proceedings. Therefore, rath- 
er than ask for your agreement to having the 
brief printed and attached to a particular pro- 
ceeding, perhaps you will leave it to my dis- 
cretion to see that the brief is printed as soon 
as possible, consistent with the receipt of any 
comments these officials may wish to make on 
it. Does the Committee agree with my 
suggestion? 


Some hon. Members: Yes. 


The Chairman: I have a third point. Yester- 
day, in the course of his testimony, Mr. 
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Hooper, a customs consultant, submitted a 
memorandum expressing his views on the 
question of dumping duty. It was suggested 
that rather than have him read it into the 
record it should be submitted this morning 
for the Committee’s consent or otherwise to 
it’s being printed in the record of our pro- 
ceedings. It is approximately two pages long. 

I presume the Committee will agree that it 
be printed. Are we agreed? 


Some hon. Members: Yes. 


The Chairman: Before opening the meeting 
to exchanges of question and comment 
between the members and our witnesses, I 
would ask the officials whether they have any 
preliminary comments on the _ views 
expressed by Dr. Jones on behalf of the 
Canadian Chemical Producers’ Association. 
Dr. Annis? 


Dr. C. A. Annis (Director of Tariffs, Depart- 
ment of Finance): Mr. Chairman, I have no 
views of substance to express in that regard. 


The only comment that I would like to 
make is that I am grateful to Dr. Jones for 
having provided the very convenient sum- 
mary of what is the real core of the present 
position on rates of duty and commitments 
relative to basic chemicals and plastics and 
what was involved in the Kennedy Round 
discussion about the findings of rates and 
duties. It seemed to me that although this is 
necessarily couched in rather broad terms, 
which necessarily omit some matters of 
detail, it is an accurate statement of the real 
core of the situation and of the problem. 

My only further comment is on his later 
suggestions, which were really suggestions on 
policy. We have taken note of them. 

Some of these suggestions, or representa- 
tions, have already been made direct to min- 
isters. We are aware of them and they are 
under consideration. 


The Chairman: Mr. Burns, do you have any 
comments to make on any elements of this 
submission that may come within the juris- 
diction of your department? 


Mr. T. M. Burns (Director, Section II, Office 
of Trade Relations, Department of Trade and 
Commerce): Thank you, Mr. Chairman. I 
think it might be preferable to defer any 
comments that we might make on the export 
possibilities until the detailed questioning, 
rather than to make a general statement at 
this time. Thank you. 
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The Chairman: Mr. Drahotsky, do you have 
any preliminary comments? 


Mr. L. F. Drahotsky (Chief, Commercial 
Policy Division, Department of Industry): I 
have no comments on this submission, sir. 


The Chairman: Now I will accept questions 
from the members of the Committee. I recog- 
nize Mr. Hees, followed by Mr. Clermont. 
Perhaps the others would signify in the usual 
way. Mr. Hees? 


Mr. Hees: I was interested, Mr. Chairman, 
in the fears expressed by Dr. Jones about the 
working of the proposed new anti-dumping 
regulations. Would it be a correct summary 
of his views to say that his fear is that the 
procedure would take too long to implement? 
Many things are sold at the time the market 
is ready for them, and when the market sea- 
son ends they really are not very saleable; 
and the damage has to be proved. You first 
have to allow the person bringing in the 
cheap goods to put them on the market; some 
time has to be allowed for these goods to be 
sold; and then the report has to go in from 
the people in Canada who feel that their 
interests are being hurt by what they claim to 
be dumped goods. By the time the board 
hears this and brings down a ruling the sea- 
son is over, the damage has been done and 
the Canadian producer may easily have been 
put out of business, because the business will 
not recur? Is that how you feel about it? 


Dr. Jones: That is exactly how we feel 
about it, Mr. Hees. We feel that speed is of 
the essence. In addition to speed, it is the 
posture of one’s approach to this. I think that 
this is particularly so in Canada because, by 
the definition of what an industry is, you can 
get minor modifications in the chemical which 
will essentially do the same thing but it may 
be deemed to be a different chemical. The 
other danger that we see is what we call the 
first bite. Under our administrative practices 
goods come in and are appraised and cleared 
immediately, and therefore there is no chance 
of going back to that which could be dumped. 
I think it is very important to see that legisla- 
tion and administration takes that into 
account, otherwise you could find a chemical 
country being injured by a series of bites. A 
lot of those bites are as good as one very 
severe one. 

Mr. Chairman, may I ask Mr. Hart, who is 
very knowledgable on this whole matter of 
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anti-dumping, if he would care to add any- 
thing to what I have said? 


The Chairman: Yes, you may feel free to 
have any member of your delegation deal 
with or supplement any comments you make. 

Before calling on Mr. Hart perhaps I should 
ask witnesses to plug into the interpretation 
apparatus so that we may move freely in 
both of our languages of official status. 


Mr. Hart, would you like to add something 
about anti-dumping? 


Mr. Hart: Mr. Chairman, in answer to that 
enquiry by Mr. Hees, imports of seasonal 
merchandise, so far as the chemical industry 
is concerned, is not of nearly so much signifi- 
cance as it. would be in the case of fresh 
fruits, vegetables, garments, clothing and so 
on, so it is unlikely that the chemical industry 
would be affected significantly by imports of 
seasonal merchandise. But the chemical 
industry is very much concerned with 
imports at dumped prices being permitted to 
come into the country without any prospect 
that the initial import—that is the first import 
of that product—can come in without being 
subject to assessment of dumped duty eventu- 
ally. If exporters know that it is going to take 
sometime before injury can be determined, 
before a determination of dumping can be 
made, then they may take all sorts of chances 
in exporting to Canada in the expectation 
that they will get away with it for a signifi- 
cant period of time, and in some cases this 
would cause serious injury to Canadian 
industry. We are concerned about that. 


Mr. Hees: I am interested in what you say 
because having been a practical businessman 
for some 20 years, engaged in the house fur- 
nishing, manufacturing and merchandising 
business, it seems to me that those who nego- 
tiated or agreed to this anti-dumping code on 
our part could not have had any practical 
experience in business or they never would 
have agreed to it because the kind of things 
that you have mentioned, that I have men- 
tioned, and Dr. Jones has mentioned are the 
kind of things that hit a practical business- 
man right in the face. And he knows immedi- 
ately what is going to happen if he has dealt 
with government, if he has dealt with import- 
ed goods, and if he has experienced difficul- 
ties in getting a report from government 
when an application is made. 

I would like to ask Dr. Annis who did the 
negotiating on the part of Canada in this par- 
ticular sphere. 
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Dr. Annis: I think the usual practice, Mr. 
Hees, is that civil servants remain anonymous 
but in this case, it has already been indicated 
publically that it was Mr. Rodney Grey, our 
head of the Canadian team. 


An hon. Member: Is he here? 


Dr. Annis: No, he is not here but, you will 
recall he appeared before the Committee on 
an earlier occasion. 


Mr. Hees: Well perhaps we were not as 
aware aS we are now of the really grave 
difficulties that this suggests and I would 
appreciate it, Mr. Chairman, if he could be 
recalled as soon as possible so we can ask 
him some very pertinent questions about this. 
I would like to know just what he was think- 
ing about, if Canada put up any protest what- 
soever, and if he really thinks that this new 
Dumping code will be of any protection what- 
soever to Canadians. As has been pointed out 
here, the first allowed dump is of tremendous 
significance. If a producer from abroad is 
able to bring in goods at a very low price and 
is going to be allowed to get away with it 
then he can put whole industries out of busi- 
ness in no time at all. We ran up against this 
when dealing with the Japanese on stainless 
flatware, transistor radios and canvass foot- 
ware when I was in the Department of Trade 
and Commerce, and if we had not been able 
to persuade them to voluntarily and greatly 
modify their exports to this country, whole 
industries would have been wiped out, and I 
can see a recurrence of this happening. I can 
imagine the Japanese, the Americans or some 
other big producers seeing a wonderful 
opportunity to move in and dump tremendous 
volumes of goods in this country at ridicu- 
lously low prices—the kind that would pre- 
vail if we ever went into straight free trade 
with the United States or Japan—and whole 
industries could be put out of business before 
anything could be done about it. Once they 
have been allowed their first free dump, then 
of course proof has to be obtained that harm 
has been done, and knowing the length of 
time that government committees—no matter 
what government is in power—take to deal 
with and bring down reports on these impor- 
tant matters, I am afraid industry is in for a 
very serious time indeed. 


I quite agree with you, Dr. Jones, and the 
others on your panel that it is not so much 
the Kennedy Round tariff reductions that are 
to be feared here; it is what I believe to be 
completely foolhardy and unworkable anti- 
dumping code that has been agreed to by this 
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government. I want to have Mr Grey and the 
Minister concerned to appear before this 
Committee in order that we can find out just 
what in the world they were thinking of 
because, as a businessman, this whole thing 
shecks me. That is all I have to say, at the 
moment. 


The Chairman: Mr. Hees has requested that 
we recall Mr. Grey and possibly the Minister 
on this point. I should point out to the Com- 
mittee that both Mr. Grey and the Minister 
were before us for questioning earlier in our 
proceedings. I would also like to bring to the 
Committee’s attention that strictly speaking 
the anti-dumping code is not part of our 
terms of reference. I think we are discussing 
it now because basically I interpreted the 
terms of reference somewhat liberally so that 
we would be in a position to understand just 
what was involved in this related element of 
the Kennedy Round negotiations. 

The Committee may well feel that it would 
be most useful to deal with this matter 
—which, as Mr. Hees has so strongly put it, 
is very important—when the draft legislation 
for implementing the provisions of the code is 
available to us. It may be that some of the 
worst fears expressed, both within this Com- 
mittee and elsewhere, will not be borne out 
by the legislation or, on the other hand, we 
may even be more concerned than some peo- 
ple are at present. I think perhaps we could 
take this under advisement and in our final 
report we may want to urge that this legisla- 
tion in draft form be referred to us so that 
we can see in detail just what is likely to 
happen. 

I think Mr. Grey made it quite clear to us 
that the drafting process is actually under- 
way at the present item and even as a civil 
servant if he were in a position to deal direct- 
ly with some of the points which you have 
raised, and I have some doubts about that 
because final decisions may not have been 
taken on the formal legislation, I do not know 
if we would be spending our time in the 
useful way which Mr. Hees wants us to spend 
it on this very important question. 


Mr. Hees: I would then request that the 
Minister responsible come before the Com- 
mittee to answer these questions and to dis- 
cuss the matter with us, Mr. Chairman, 
because I think the sooner we get to the 
bottom of this and have a satisfactory discus- 
sion the better it will be all round. 
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The Chairman: I think we are all in agree- 
ment on that. I am just suggesting to the 
Committee that we may be able to do the 
most effective job if we are also able to see, 
at the same time, at least a bill in discussion 
draft form or something of that nature... 


Mr. Hees: I agree. 


The Chairman: ... and I gather from our 
earlier evidence that even in a very limited 
way such a draft is not yet available. Am I 
correct in my assumption, Dr. Annis, that this 
may be something we can put into our report 
to the House asking that we be given addi- 
tional authority to deal with because there is 
no question that this is a very important 
matter? 

Mr. Hees, do you have any further ques- 
tions at this time? 


Mr Hees: No; that is all. 


[Translation] 


Mr. Chairman: I now give the floor to Mr. 
Clermont, after which we will hear Mr. 
Lambert. 


Mr. Clermont: Mr. Chairman, on page 6 in 
the French version of the brief of the As- 
sociation appearing here today, I note that: 

The Canadian chemical industry is the 
only industry of all the industries and 
countries participating in the Kennedy 
Round that still does not know what 
tariff rates will apply on its products. 


My question should perhaps be directed to 
the representative of the Department of Com- 
merce, Mr. Burns, rather than to the mem- 
bers of the delegation. Is this a fact, Mr. 
Burns? Is Canada the only country where the 
Chemicals Sector, does not know the current 
rates of tariff for its competitors? 


[English] 

Mr. Burns: Mr. Chairman, I believe the 
answer why Canada is going to make its cut 
in one stage had perhaps better be answered 
by Dr. Annis. 


_ The Chairman: Dr. Annis, can you provide 
some information on this? 


Dr. Annis: Yes. In our case, what is done 
here involves two separate operations. One 
was binding certain rates of duty—in orther 
words giving concessions under the Kennedy 
Round—and asking a price for those commit- 
ments. The other was paving the way for the 
introduction of a complete new _ schedule 
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relating to chemicals which involves rewrit- 
ing all the present items, combining some, 
splitting others and this is an exercise which 
obviously cannot be staged. 


Where one has clear cut reductions of rates 
it is practicable to stage them but one cannot 
stage the rewriting of a definition, and in this 
case hundreds of definitions were revised so 
it seems to me that there was no choice but to 
introduce the new schedule in a single step. 
We must recognize that that change involves 
not only reductions in certain areas but 
increases or, assuming as has been indicated 
that the Tariff Board’s recommendations will 
be outlined, increases in certain other 
respects, so that here we had a package that 
quite clearly, I think, could be implemented 
only as a package and not subdivided with 
the staging of the reductions and one-step 
introduction of changes in nomenclature and 
certain increases which also are in prospect. 


Mr. Burns: Mr. Chairman, may I just add a 
word about other countries just to confirm 
Mr. Clermont’s assumption that most other 
participants in the Kennedy Round will be 
making their reductions in the chemical sec- 
tor as in other sectors on a stage basis. There 
are some minor exceptions to this but as a 
general rule it is on a five-stage basis. Thank 
you, Mr. Chairman. 


[Translation] 


The Chairman: Mr. Clermont, do you have 
any further questions? 


Mr. Clermont: Does the representative of 
the chemical sector. have any comments to 
make following the explanations given by Dr. 
Annis? 


[English] 

The Chairman: Dr. Jones would you or 
your colleagues care to comment on Dr. An- 
nis’ reply as supplemented by Mr. Burns? 


Dr. Jones: Yes, I think possibly just for the 
record I should make some comments. I think 
Dr. Annis is perfectly right that the position 
was more complex because of the change to 
the present nomenclature and therefore not 
only did the tariff rates have to be changed, 
so did the definitions and explanations. But I 
think you may, in addition to that though, 
prefer the point that what we now have are 
not rates but bindings and the bindings which 
are now known to us as emerging from the 
Kennedy Round are not the rates that will 
become the law of Canada. We still do wait 
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for those and the problem, as I see it, is that 
somehow Parliament has to meld the Ken- 
nedy Round and the Tariff Board report and 
it is out of the combination of those two, 
presumably, that Parliament will evolve the 
chemical tariffs that become operative on 
July 1, 1968. So I agree with your explana- 
tion, Dr. Annis, but there is another one, too. 


Dr. Annis: Mr. Chairman, I would agree 
with the addition that Dr. Jones has made 
and could go on to add one further point, and 
that is that the Minister of Finance has 
already indicated in Parliament his intention 
to introduce resolutions at a later stage which 
would do just what Mr. Jones has suggested. 


[Translation ] 

Mr. Clermont: In his first comment, Dr. 
Annis mentioned that the Tariff Board would 
perhaps make recommendations concerning 
chemical products. Moreover, I note on page 
7 of the French version of the brief submitted 
by the Canadian Chemical Producers’ As- 
sociation, the evidence of a certain fear, name- 
ly, that if the recommendations of the Tariff 
Board were adopted without any amendment, 
these recommendations might be very prej- 
udicial to their Associations. They give one 
example: 

the recommendation that the statutory 
rates on all synthetic resins, that are not 
as yet produced here be free... 


Could we hear about other cases where the 
chemical sector might be affected if the 
recommendations of the Tariff Board were 
incorporated in the new bill without any 
amendment? 


[English] 

Dr. Jones: May I answer that, Mr. Chair- 
man? Indeed, you are completely right, Mr. 
Clermont, that the Tariff Board Report, if 
implemented as is, would be disastrous. It 
ignored completely the recommendations of 
the industry. The industry recommended 
essentially as its main plank that this is a 
dynamic, growing industry and that all 
chemicals are not Known at this time, that 
such is the research and development of the 
industry that new products are created. 

For some reason, in the most rapidly grow- 
ing area of the industry which is making syn- 
thetic resins, the Tariff Board recom- 
mended that the chemicals of the future—the 
ones that will give employment in this coun- 
try; the ones that will create new jobs—these 
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brain children of the future have a statutory 
rate of free, free and then came up with the 
recommendation that the means, the way to 
deal with this in the future if someone does 
in those circumstances happen to do 
research—and it would be problematical— 
and happen to come up with a good product, 
would be to go to Parliament to have a rate 
established. The study is possible but I think 
you would agree, gentlemen, it is a very long 
and elaborate process and it is constantly the 
practice of almost all major industrialized 
countries who value this and wish to have a 
progressive and dynamic chemical industry. 
In our judgement it would be a very serious 
matter indeed if the Parliament of Canada 
were to implement that part. My colleagues 
have points as well, but that is our major 
comment. 

Another point, of course, is their approach 
to the most dynamic part—the real growth 
part—of a growth industry, and that is why 
they recommend such low rates. In our opin- 
ion, gentlemen, this is incredible in the light 
of what other major industrialized countries 
do. 


[Translation] 

Mr. Clermont: Mr. Chairman, concerning 
the new products made in Canada in the 
chemical sector, I would say that the recom- 
mendation which has been made by the Tariff 
Board does not meet the views of the Canadian 
Chemical Producers’ Association. And, in the 
French version of your brief, you recommend 
on page 8 and I read: 

The industry requires a procedure 
similar in effect to the new administra- 
tive device which the government is 
creating for handling the duty on machi- 
nery, viz. to be able to assess duty on- 
made-in Canada or competitive products 
while not unduly penalizing someone who 
wishes to use a non-competitive, not 
made-in-Canada product. 


Here is my question, Mr. Chairman: if the 
government established such a board, would 
the industry wish to have a right of appeal 
against the decision of such a board or would 
the decisions of the board be final? 


[English] 

The Chairman: I understand what Mr. 
Clermont has in mind. We presume you have 
familiarized yourself with the proposed meth- 
od of operation of the machinery program 
and possibly you have even heard or read 
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some of the testimony and discussion to date 
before this Committee. I think Mr. Clermont 
is raising the question as to whether the form 
of the administration of the machinery pro- 
gram, as it presently exists, would be satis- 
factory to your industries with respect to 
chemicals or whether you would wish to see 
added to this—if I summarize Mr. Clermont’s 
very interesting question correctly—a further 
tribunal by which a final appeal could be 
made beyond the level of the Minister and 
Governor in Council. 


Dr. Jones: Thank you, Mr. Chairman. I 
think that is a very interesting question, Mr. 
Clermont. We are suggesting something simi- 
lar but not identical, and if you agree I will 
ask Mr. Mathewson to deal with your ques- 
tion precisely because he has very great 
knowledge of this aspect of our business. 


Mr. K. B. Mathewson (Canadian Chemical 
Producers’ Association): Mr. Chairman, the 
proposal we had was similar in effect to the 
machinery technique but it was, perhaps, a 
simpler system. What we really had in mind 
was a continuation and extension of the pres- 
ent practice that is now being used with an 
Order in Council exception at a lower rate for 
a stated period of time on a product. The 
basic problem we encountered in industry 
was to get statutory rates raised. Tariff Board 
Reference 120 is a perfect example. Here it is 
13 or 14 years since it began... 


The Chairman: How long ago was it? 


Mr. Mathewson: It has been 13 or 14 years 
since the matter was originally referred to 
the Tariff Board. I have spent half my busi- 
ness life on this; I was in my thirties when it 
started and I am now nearly fifty. 


The Chairman: You still look youthful. 


Mr. Mathewson: Thank you, but I would 
rather have spent my time doing business on 
this. I think you will agree that it was not a 
prompt way of accomplishing a change. 


The Chairman: If I may say so, it sounds 
something like a description by Dickens of 
the proceedings of the old Court of Chancery 
in the early days of the Victorian age in Brit- 
ain, although this may be an_ unfair 
comparison. 


Mr. Mathewson: The point I was trying to 
make is that if you have to go through a 
Tariff Board reference, this sort of a proce- 
dure and then finally an Act of Parliament 
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—with all due respect to the different groups 
involved—it can be a long drawn-out affair. 
The way our laws are set up you can drop a 
tariff overnight by an Order in Council, but 
to raise it requires and Act of Parliament. 

Therefore what we were suggesting, to 
over-simplify it, was a statutory rate on 
everything and then, where products needed 
or warranted a lower rate, they could be so 
accorded. They could go to the Department of 
Finance or a similar group and point out that 
the products were not available in Canada, 
were not competitive with Canadian materi- 
als, and actually use the same system, that is 
used in the United Kingdom where they pub- 
lish a list of products and say, “These prod- 
ucts will be at these lower rates until Octo- 
ber, 1969”. When that time is reached, if the 
circumstances have changed, they delete some 
of the products, add some others or let them 
lapse. 


It was a system similar to this that we 
wanted because these unknown products 
—they may be known to the world but as yet 
are not made here—the ones that are grow- 
ing, changing and becoming important, will 
in most cases not be made in Canada if the 
rates are free and if people can establish 
plants in other countries, which countries are 
protected by tariffs and on top of that have 
the Canadian market to boot. We really were 
not suggesting a board exactly like the machi- 
nery board, but the principle was the same in 
that we did not wish to penalize those prod- 
ucts that were really not available or com- 
peting with Canadian materials, but we want- 
ed to have an atmosphere where sound 
Canadian business could grow and expand. 


Dr. Jones: May I just add a word to that, 
Mr Chairman? I think Mr. Mathewson has 
given you a very excellent account of our 
ideas. However, the real significance is that 
unless you have a reasonable picture of the 
future why would you do research and, 
indeed, how can you plan your future capital 
intestments and your future Canadian jobs 
unless you know that if you invent product 
“X” it will fall into a certain category which 
will then attract a certain rate. These things 
need to be known if industry is to plan ahead, 
and it takes several years for an industry to do 
that. It is with that in mind that we have 
strongly urged the Tariff Board to recom- 
mend this procedure. 


[Translation] 
Mr. Chairman: Mr. Clermont, you have the 
floor. 
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Mr. Clermont: Mr. Chairman, the following 
question deals with the anti-dumping legisla- 
tion. Two sentences on page 10 of the French 
version intrigue me. They relate to the anti- 
dumping law and I read: 

The code on the other hand is primari- 
ly an instrument for facilitating dumping 
without penalty. 


What do the representatives of Canadian 
Chemical Producers’ Association mean by 
these words? 


The Chairman: You are quoting from page 
10, are you not? Would you please indicate 
again the exact sentence which you are par- 
ticularly interested in. 


Mr Clermont: It is on page 7 of the English 
version. The code, on the other hand, is 


primarily an instrument for facilitating 
dumping without penalty. 
[English] 


Dr. Jones: Yes, Mr. Chairman, I think I can 
answer that question by saying we really 
should have added the words “as it affects 
Canada’. I think our concern there was that 
the seeming change in atmosphere or intent 
when one went from Article 6 of GATT to 
code appeared to us to be such that one could 
almost believe the code had been drawn up 
by someone who wanted to encourage dump- 
ing rather than by people who wanted to stop 
injurious dumping. We still remember the 
experience of a number of years with a simi- 
lar procedure in the United States. Possibly 
Mr. Hart would care to enlarge on this. 


Mr. D. S. Hart (The Canadian Chemical 
Producers’ Association): I am not sure, Mr. 
Chairman, that I can say very much more 
than has already been said, but a very careful 
examination of the code has indicated to us 
very clearly that many situations have to be 
examined. Conditions have been imposed that 
would tend to favour exporters who wish to 
sell into this country when they are compet- 
ing with other countries that have lower 
domestic prices than theirs. 


The Chairman: Thank you, Mr. Hart. I now 
recognize Mr. Lambert. 


Mr. Lambert: With respect to anti-dump- 
ing, is it a fair assumption that the anti- 
dumping code has received favour primarily 
among countries where, frankly, they do not 
have to worry about an anti-dumping code 
because they have so many built-in non-tariff 
features of different kinds that they can beat 
you six different ways every Sunday, and 
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because Canada does not indulge in things 
like the Buy-American Act—I cite that as an 
example, but it exists in most European coun- 
tries—we are being offered as lambs for the 
shearing. We will be completely unprotected 
if Canada’s principal weapon against dumping 
were to be removed. 


Dr. Jones: Yes, Mr. Lambert, I agree. I 
think it is possible and even probable that we 
have removed from the Canadian manufac- 
turing industry a very important element of 
justifiable protection. I should say that I 
think it is possible to write legislation and 
administer legislation that could possibly be 
effective, but there are an awful lot of “‘possi- 
bles” in that sentence. Our fear is that we 
may have yielded something very significant. 


Mr. Lambert: My second point deals with- 
the reclassification under the Brussels 
Nomenclature. Does the chemical industry 
feel that this was a forward step? 


Dr. Jones: Yes, we do. We think it is a 
much better classification for chemicals and 
about 85 countries have adopted the Brussels 
Nomenclature, generally. All together, I think 
it will be a much better classification. 

Could you add something to that, Mr. Math- 
ewson? You are our expert on this. 


Mr. Mathewson: Actually, sir, if I recall 
correctly—it was a long time ago—the indus- 
try recommended that the Brussels Nomen- 
clature be used. We studied the different sys- 
tems used in different countries and felt this 
was the most universal one. It is a very 
handy system because, regardless of the actu- 
al tariff numbers, if you want to find a rate 
on a particular product you look up the exact 
same code number and you can find it. You 
do not have to try to interpret a lot of 
other phrases and hunt all through a strange 
tariff. Under the Brussels Nomenclature the 
same number is always used and the same 
products are always in the same place. They 
may be free or they may be 100 per cent, but 
that is another subject. This is very handy 
both for trading and for general knowledge. 


Mr. Lambert: And for administration as 
well? 


Mr. Mathewson: Yes. 


Mr. Lambert: Is is your opinion that your 
industry now will operate entirely under the 
code of the Brussels Nomenclature or will 
there still be an area of the former Canadian 
Nomenclature? 
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Mr. Mathewson: Probably I should let Dr. 
Annis answer this but if you want my opin- 
ion, there has to be a fringe area because the 
whole tariff was not changed and therefore 
we had to weave a patch on to the existing 
tariff, if you like, and the loose ends had to be 
woven in. This, I am sure, was some of the 
extensive work that Dr. Annis’ group had to 
do in order to tidy up these loose ends. There 
will be some overlap. However, I am really 
speaking about his efforts and I should let 
him speak for himself. 


Mr. Lambert: But generally speaking this 
was a great step forward? 


Mr. Mathewson: Yes. 


Mr. Lamberi: The third area of my ques- 
tioning, which is going to be lmited, deals 
with the proposition that the Kennedy Round 
negotiations were in essence a package deal. 
In other words, you gave concessions on 
primarily a dollar basis in Canada to export- 
ers from abroad, but in return you received 
reciprocal compensations which would allow 
Canadian manufacturers or producers to 
enter into the foreign market. This general 
view has not met with, shall we say, the 
entire acceptance by some Canadian indus- 
tries because of certain factors, and I am just 
wondering how the chemical industry feels? 
Do you think that as a result of the Kennedy 
Round you are going to be able to expand 
your export market? 


Dr. Jones: No, Mr. Lambert. The answer, in 
the opinion of the industry, is very definitely 
“no”. As I mentioned in my introductory 
remarks, we said this to the Canadian Tariffs 
and Trade Committee on April 29, 1964, and 
this was reconfirmed in an examination by 
our export committee as recently as a week 
ago. It is very difficult when there are a num- 
ber of people—who are after all, your com- 
petitors—sitting around a table to let yourself 
pinpoint what is going to happen and who is 
selling where, but the consensus certainly 
was that there would be very little advantage 
to Canada in exports of chemicals and that 
advantage would be considerably offset by 
possible damage to the domestic market. 

If you would agree, Mr Chairman, I would 
like to call upon Mr. Mathewson, who again 
has been studying this subject rather 
carefully. 


Mr. Mathewson: Just to cite some specific 
examples, generally speaking the most logical 
market for Canadian chemicals would be the 
United States, and the United States tariff is 
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a very heterogeneous one. Some items have 
low rates and others have prohibitive rates, 
and even if you get half of a prohibitive rate 
you may still have a prohibitive rate. This is 
no fault of the negotiators in that particular 
respect. It is because the American tariff 
started out where it did, but it still does not 
benefit you. It may benefit you after 4 or 5 of 
these rounds, if you are still there. I can give 
you some other examples, such as ethylene 
glycol, which has a compound rate. That is, 
there is a specific rate—so many cents a 
pound—and then an ad valorem rate. The 
equivalent to that under pre-Kennedy Round 
was approximately 48 per cent, and by 1972 it 
could get to around 20 per cent if the price of 
ethylene glycol remained the same. If the 
price went down the rate will go up. 


In the plastics area, which is an interesting 
one in the growth area we were speaking 
about, one of the basic raw materials for one 
of the big plastics—styrene monomer—is now 
running around 100 per cent equivalent, and 
this is under this American selling price 
arrangement. No matter what they do it will 
still be 20 or 30 per cent. I did not do the 
arithmetic but it will be quite high. On the 
other hand, however, our rate on this is not 
more than 15 per cent. Take polyethylene, the 
biggest volume single plastic in the world— 
the largest of them all—on which the United 
States rate as of December was 22 cents plus 
20 per cent. An important grade of polyethy- 
lene resin sold in the United States last year 
for about 1334 cents. To compete with this you 
would have to sell at a pre-duty price of not 
more than 8? cents, and this makes a duty 
equivalent of about 50 per cent. Apart from 
that, if you could afford to do it, you would 
probably be dumping to boot. So you can see 
that these are really prohibitive rates and the 
import statistics bear this out. 

The maximum rate proposed for bound 
polyethylene resin for Canada is 10 per cent. 
The rate proposed by the Tariff Board is 7% 
per cent. The manufacturers really do not 
find this very encouraging. I could go on, but 
these are examples. There are other places 
where the rates were low and where exports 
that were going on will continue to go on, but 
because of the jagged type of fence that the 
Americans have it is difficult to trade in 
chemicals there on a broad basis. So many 
chemicals are co-produced, and if you can sell 
one part of the plant and you are blocked 
from selling the other, the whole operation is 
perhaps slowed down. It is the unevenness as 
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well as the height of the American tariffs, 
particularly on chemicals, that is a major 
problem. 


Mr. Lambert: Do you run into non-tariff 
barriers in Europe in the chemical field? 


Mr. Mathewson: There are a number of 
them, but there are also ordinary tariff barri- 
ers as well. Most of the more important syn- 
thetic resins there run around 20 per cent. 
Some are 15 per cent and some are 23 per 
cent, but the big growth ones are in the 20 
per cent range. Presumably they will go down 
to around 16 per cent in July, and what hap- 
pens after that will depend on the American 
selling price. Even those rates, of course, are 


based on cif. value—that includes the 
freight—whereas ours are based on f.o.b. 

Mr. Lambert: I see. Thank you, Mr. 
Chairman. 


The Chairman: Are there further questions 
from members of the Committee? Mr. 
Cameron? 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I wonder if Dr. Jones could tell us 
approximately what proportion of the produc- 
tion of the chemical industry finds its way 
into the export market? 


Dr. Jones: Exports of chemicals are about 
$400 million, which is of the order of 18 per 
cent. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Does most of that go to the United 
States? 


Dr. Jones: Yes, I would think that probably 
two-thirds or three-quarters of it goes to the 
United States. 


The Chairman: Excuse me, I think Mr. 
Burns wanted to make a comment. Do you 
want to hear him now, Mr. Cameron? 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Yes, that would be fine. 


Mr. Burns: I was just going to inquire of 
Dr. Jones whether that figure includes, as I 
presume it does, fertilizers for which we 
already have duty-free entry into the United 
States and a very large market. 


Dr. Jones: Yes. 


The Chairman: Mr. Cameron? 


Finance, Trade and Economic Affairs 


February 1, 1968 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): That alters my question. What per- 
centage of fertilizers would that be? 


Dr. Jones: I think Mr. Mathewson has these 
figures available, or a general outline of 
them. 


Mr. Mathewson: Fertilizers were roughly 
$130 million, in that order of magnitude. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): It was $130 million out of the total 
export of $400 million? 


Mr. Mathewson: Something of that order. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): When we had the machinery produc- 
ers before us yesterday, we were told by the 
witnesses—as I recall the figure—that about 
60 per cent of that industry comprises wholly- 
owned subsidiaries of Crown corporations. Do 
you have any idea what the percentages are 
in your industry? 


Dr. Jones: It is high. It is of the order of 60 
per cent. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Sixty per cent, thank you. 


I think my other question has been 
answered. I was going to ask what effect the 
United States tariffs, would have on your 
export trade after the Kennedy Round? I 
think you have answered that question ,Mr. 
Mathewson. 


Oh, I do have one further question 
The Chairman: Yes, Mr. Cameron? 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): We had some discussion when the 
other witnesses for the machinery manufac- 
turers were before us on the question of your 
ability to compete with the parent corpora- 
tion. Are there any inhibitions placed on you 
as subsidiaries of American-owned com- 
panies? 


Dr. Jones: Could I give a general answer, 
which obviously I am only able to give as a 
full-time man in the association. I can draw 
on my personal experience when I ran a 
Canadian chemical company, and we were 
not restricted, but we did compete with our 
parent companies. They did not always like 
it, but we did. If you agree Mr. Chairman, I 
would like to ask Mr. Stokes who is with a 
prominent company and then after him, Mr. 
Hart who also is with a prominent company 
to reply to this? 
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Mr. Stokes: All right, Mr. Cameron. I can 
only speak on behalf of my own company, 
Monsanto. I do not know what the policies 
are in the other companies but in our case we 
have some products which we produce in 
Canada which are not produced elsewhere in 
the world by our own companies; the major 
ones are chrome products—chrome plastics. 
On those products we run our own side of the 
export business. There are limitations on 
freight. We ship limited quantities to the 
United States and we have also shipped to the 
West Indies. On like products we compete 
with our other companies throughout the 
world. We operate under the so-called inter- 
national system. With the various cost factors 
involved, we operate through a series of 
agents set up by the international company. 
These people solicit business for Monsanto as 
a whole. Where the order is filed depends on 
various factors, such as freight, production 
costs, tariffs and tariff preferences in various 
countries, tax situations in various countries, 
plant capacities, our own plant capacities, 
product specifications—some of the companies 
do not make quite the same _ products 
although in general we try to standardize 
them—customer preferences and country of 
customer regulations. All this data is fed into 
a computer and it decides which plant will 
supply it. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): And these decisions are made by the 
international company? 


Mr. Stokes: They are made by the interna- 
tional company, yes. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): The allocation to a plant? 


Mr. Stokes: Yes. 


Dr. 
Hart? 


Jones: Would you reply now, Mr. 


Mr. Hart: Mr. Chairman, with regard to 
that question and the situation between 
Canadian Industries Limited and its parent in 
the field of chemical industries in the United 
Kingdom, the Canadian plants are established 
and located primarily to serve the Canadian 
market. However, on occasion—and there was 
such an occasion—such as the establishment 
of a polyethylene plant and later a polyester 
fibre plant, it was initially necessary to install 
plants with a capacity substantially greater 
than the Canadian requirements to find 
export opportunities. In such cases the parent 
company, with its organization throughout the 
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world already well established and with 
many banking facilities in a number of banks 
and distribution channels and agents practi- 
cally in every commercial country throughout 
the world, assisted tremendously in finding 
markets for the surplus plant capacity in 
Canada. This continued until such time as the 
Canadian domestic market reached a level 
that would take up the entire Canadian 
production. 


With regard to competition, in most cases 
the products of the Canadian plants are not 
competitive in most areas of the world, and 
this applies to heavy chemicals such as caus- 
tic soda, chlorine, sulphuric acid and so on to 
the extent that there is surplus capacity in 
Canada, any surplus can be sold in the United 
States without any qualifications, and to the 
extent that there is surplus capacity in Cana- 
da it can be sold in any markets that are 
logical to Canada, such as the Carribean area, 
Mexico, Central America, the northern coun- 
tries of South America where there are ship- 
ping lanes and reasonably good communica- 
tions—and there is a competitive advantage 
in supplying from Canada. I have also been 
directly concerned in the discussions with the 
parent company in the determination of 
export policy, and there has been no hin- 
drance to Canadian operations in developing 
export markets, although the export business 
is relatively small compared with the total 
domestic business. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I do not know whether any of you 
are able to answer this question, but I will 
put it. Would an international company such 
as Mr. Mathewson referred to be likely to 
establish a plant in Canada and confine its 
operations to the Canadian market when, by 
its very nature, it would require worldwide 
markets? 


Dr. Jones: I think, Mr. Cameron, it must 
depend on the economic circumstances, and I 
believe that we would agree that in the long 
run those must be the deciding factors. I 
think that Canada can do a lot to help itself, 
by increasing investment opportunities and 
creating a favourable economic climate. We 
are very delighted to have the opportunity to 
appear before you today to at least give you 
our ideas of some of the necessary elements 
for an economic climate that would be favour- 
able to this industry, to the development of 
its healthy growth and to the employment of 
more Canadians. 


530. 


Mr. Mathewson wished to say something, I 
do not know if he still does. 


Mr. Mathewsen: On the previous subject, 
Mr. Cameron, I was just going to say my 
company is Shawinigan Chemicals Ltd. and 
for some 60-odd years it was a Canadian- 
owned company. I believe it was the largest 
Canadian chemical company. We have been 
owned for the last three or four years by 
British American Oil Co. Ltd. who are con- 
trolled by Gulf Ridge Oil & Gas Ltd. There 
has been no change whatsoever in our policy 
over the years, which was always to export 
everything we could. And right on the point 
that you have raised, right now for example, 
we are spending some $30 million in putting 
in a large ethylene plant at Montreal hoping 
to attract satellite plants who will serve 
either Canada or export. We do not care what 
they do with it; we just want to get them 
there. We are concerned about the proper 
climate to encourage manufacturing here, but 
the low rates on the products that could be 
made from these materials is discouraging 
people from putting in plants. It has nothing 
to do with international ownership, quite the 
reverse. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): One more question also came up yes- 
terday. One of our witnesses was speaking of 
the operations of his company, which was a 
wholly owned subsidiary, and he suggested to 
us that, naturally, they could not extend their 
operations into a different field without con- 
sent of the parent company, if for no other 
reason than they would require to have capi- 
tal from the parent company to embark on 
this expansion. I asked him at that time if 
Canadian subsidiaries of foreign companies 
finance expansion from the surplus earnings 
in Canada or whether as a rule they finance 
them by direct new investment from the par- 
ent company. 


Dr. Jones: There must be many paiterns. 
Again, I can only give you my personal 
experience. The company I was with until a 
few years ago got money wherever it could 
get it. We plowed back every cent of our 
earnings; we transmitted to the United King- 
dom a very nominal sum on the preference 
stock every year to help placate the Bank of 
England. All the rest was plowed in. We bor- 
rowed in Canada and money from the parent 
company was plowed in too. Certainly, I 
think the company has built up very good 
assets in Canada but the money stayed here 
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in the form of pounds. That is my experience. 
I think you might comment on this, Doug. 


Mr. Stokes: Throughout my experience of 
15 to 20 years, Mr. Cameron, only on one 
occasion have we ever sent dividends back to 
the parent company, and that was about three 
years ago. On every other year we have 
plowed back the profits to expand our 
Canadian operation. Right now we are in the 
process of expanding in Montreal, which is 
partly from our own earnings, but we are 
also bringing in United States capital at the 
present time. I sincerely hope that we do not 
get this cut off by the Johnson decree in this 
area. 


The Chairman: Mr. Burns, do you have any 
further comments? 


Mr. Burns: If I might just make a very 
brief comment, I certainly agree with Mr. 
Mathewson that the levels of the United 
States tariff in terms of benzenoid chemicals 
of the kinds that he mentioned are higher and 
even with the 50 per cent cut will still be 
relatively high, but I think it might be inter- 
esting to have the members of the association 
comment on some of the other items in which 
the United States is reducing tariffs. For 
example, I noted that in terms of vanillin, a 
product of which Canada exports $3 million, 
a tariff rate of something over 20 per cent is 
being reduced to half. 


The Chairman: I note you are looking at 
Foreign Trade. What page are you on? 


Mr. Burns: Page 17, Mr. Chairman. There is 
an item on carbon, which is being reduced 
from 5 per cent to free; chlorine, which I 
think someone mentioned earlier, is being 
reduced from 104 per cent to 5 per cent; on 
dicyandiamide the reduction is from 104 per 
cent to free; on vinyl acetate the compound 
rate is being reduced to half, on which we 
have $3 million worth of trade; on pentaery- 
thritol, which is a Canadian export product 
and a continuing export product with sales of 
nearly $1 million the rate is being reduced 
from 104 per cent to 5 per cent. These would 
seem to be in terms of a) a 50 per cent cut 
and b) they are of the same order of absolute 
magnitude as the kinds of cuts Dr. Jones 
mentioned earlier as applying in the Canadi- 
an tariff of an average of 20 to 15. 


Dr. Jones: I would make just a general 
comment. What is the total dollar value of all 
that? I think the general consensus of our 
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members is that there will not be much 
increase. The general feeling seems to be 
there may be slight increases but, alternative- 
ly, the net return might be slightly increased. 
Would you care to comment on this? 


Mr. Mathewson: I did not want to leave the 
impression that it was all negative; I thought 
I had said there were ups and downs. Carbon 
black going from 5 per cent to free certainly 
is a good move from tthe point of view of the 
carbon black producers here, and there are 
other items like that. But it is the unevenness 
of the tariff and the high rates, not only in 
the benzenoid field but in the other chemical 
field that apply so often, that give you trouble. 
In the case of vanillin, if I recall it correctly, 
I think it is worth about $3.25 a pound and 
therefore the specific duty is not as damaging 
—I forget what the rate is, it is 2.8 plus 20 
per cent or something like that—as it would 
be on a 10 cent item. The specific items really 
hurt you on the lower priced large volume 
items that are 10, 12 and 15 cents where two 
or three cents is 20 or 30 per cent. It was the 
uneveness of the American thing and the over- 
all effect that I was—not criticizing but com- 
menting on. It is just a fact of life. They 
happen to have a very high tariff in many 
important areas. In other areas, and vinyl 
acetate is a good example because this hap- 
pens to be a product that my own company is 
interested in, the Department of Trade and 
- Commerce have done an excellent job on 
reducing this rate, over the time that GATT 
has been going on, from the original number, 
which I think was 6 cents per pound plus 30 
per cent, down, down and down. They have 
done their best but even so it is still a fair 
rate now. All that time we have been subsi- 
dizing the American government by paying 
this on anything we ship down there. So 
although we appreciate what they have done 
the over-all effect is still a high tariff in the 
major part of the market. 


The Chairman: I would like to relay a 
question to Dr. Annis. What happens if the 
U.S. Congress does not agree to the recom- 
mendations of the government and removes 
the American selling price? What can we do 
to protect our position? 


Dr. Annis: The Canadian concessions, these 
bindings, mostly at 15 per cent, to which 
reference has been made, are not contingent 
on action by the American government on 
American selling price. In conducting our 
negotiations we made a deal which was not 
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contingent on that. Doing it this way involved 
an exercise of judgment, I suppose, but we 
thought that we would come out best pro- 
ceeding the way we did, and my own person- 
al assessment would be that this was a cor- 
rect assessment. 


The Chairman: Would we be in a position, 
to use the term the Minister used with regard 
to border duties, to take parallel action if the 
United States Congress does not remove the 
American selling price from their law? 


Dr. Annis: In this connection it must be 
recalled that Canada is not a very important 
exporter of chemicals in the benzenoid group 
and consequently is affected to a relatively 
small extent by the American selling price 
provisions. I would not write this off as being 
negligible but relatively speaking it is small. 
So the value of the concessions which we 
obtained in this area is dependent only to a 
relatively small extent on action on American 
selling price. The 50 per cent cuts in the 
nominal tariff rates down the line were the 
main part of what we wanted to get in this 
area. 


The Chairman: I presume as the method 
suggested by the Chemical Producers As- 
sociation of adjusting our tariffs below the 
bound rates either up or down is implement- 
ed then it would be relatively easy to take 
parallel action if the United States Congress 
does not remove the American selling price. 
In other words, if we simply do not adopt a 
schedule of fixed rates but adopt a system 
similar to that of the machinery program, 
whereby there is flexibility under some type 
of administrative procedure, then it would be 
relatively easy for the government to make 
adjustments in our tariff at least below the 
bound levels if this undertaking of the 
American government is not put into effect 
by the Congress of the United States. 


Dr. Annis: I suppose so, although once 
statutory rates have been introduced then it 
would seem to me the extent to which those 
will be reduced or removed on a temporary 
basis in respect of specific chemicals which 
are found to be not made or not available in 
Canada becomes a matter of domestic policy. 


The Chairman: All I am trying to get at is 
whether a particular approach or method of 
fixing the rates initilaly or permitting a later 
adjustment would be helpful in making sure 
that our trading partners, through failure to 
do something or through other action do not 
put us at a disadvantage later on. 
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Dr. Jones: Could I just comment on that. 
As far as rates are concerned, as I see it, the 
deal has been made. Canada has agreed to 
certain reductions in certain bound rates to 
be implemented on July 1, 1968 and, as I 
understand it, that is immutable like the laws 
of the Medes and Persians. There would seem 
to me to be no purpose in having statutory 
rates that are lower than the bound rates, but 
what Canada can do, as I see it at this time, 
is to have the statutory rates the same as the 
bound rates and then to have flexibility by 
the Order in Council method if it is domestic 
policy to do so. 

May I just make one other comment. Dr. 
Annis, as I see the position, I think your man 
went to the poker game in Geneva with the 
ecards stacked against him. I think it was ter- 
ribly unfortunate that on June 12, 1966 Cana- 
da’s hand was tipped by volume I of the 
Tariff Board Report and I think to that extent 
he is to be congratulated in getting at least 
the plastics up to ten as a bound rate. We do 
not like them terribly but they are sure better 
than five. 


Dr. Annis: It seems to me that the last 
point you made is an important one. The 
bindings in some instances involve reduc- 
tions from present levels but I think, in gen- 
eral, the industry would agree that they are 
in an area that is not likely to be very 
damaging. To some extent also the bindings 
will permit increases in present rates of duty 
or the imposition of duties on products that 
are now free where these out of line and 
probably inappropriate for present circum- 
stances, where there was an historical expla- 
nation for the present rates but the situation 
may have changed. 


Mr. Wahn: May I ask the witnesses wheth- 
er I am correct in assuming that these two 
broad classes that we are discussing, namely 
plastics and other chemicals, are basically not 
consumer items but rather are sold to other 
Canadian producers for further processing 
into, manufactured products. 


Dr. Jones: Yes, that is generally true. 


Mr. Wahn: In that event then the lower the 
cost of these items the more competitive it 
will make other Canadian producers who are 
producing products at a later stage of the 
manufacturing process. 


Dr. Jones: As long as you have consumers 
to buy. 
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Mr. Wahn: Could the witnesses tell me 
approximately what percentage of the 
Canadian market each of these broad clas- 
sifications is now being supplied by Canadian 
industry as distinct from imports? 


Dr. Jones: As a rough figure, about 76 per 
cent over-all is supplied from Canadian pro- 
duction—importations make up the balance 
of 24 or 25 per cent. 


Mr. Wahn: 
amount to? 


What would your exports 


Dr. Jones: Exports amount to about 17 or 
18 per cent. 


Mr. Wahn: Would my arithmetic be right if 
I said that total Canadian production would 
perhaps amount to around 90 per cent of the 
total Canadian market? 


Dr. Jones: Approximately, there is a deficit 
balance of about $200 million a year, which 
would be about 10 per cent. 


Mr. Wahn: About 10 per cent. Has that 
changed very much in recent years? 


Dr. Jones: J think it is increasing somewhat 
in percentage but it is obviously increasing in 
absolute terms. 

Mr. MacPherson, would you have figures 
for that? 


Mr. MacPherson (Canadian Chemical Pro- 
ducers’ Association): Yes, I think I have them 
here somewhere. I think our balance of pay- 
ments is deteriorating very seriously. The 
long-term trend of imports, at an average 
annual rate of growth, has been increasing 
historically at about 7 per cent. In 1966 and 
1967 imports increased by 31 per cent. Con- 
cerning exports, the average rate of growth 
historically was about 7 per cent. In 1966 and 
1967, the increase in our exports, including 
fertilizer, was 4.7 per cent; excluding fertiliz- 
er, it was 0.5 per cent, and our balance of 
payments is deteriorating very, very serious- 
ly. Our balance of trade for 1967, including 
fertilizer, was over $200 million; excluding 
fertilizer, it was $350 million, but there has 
been a very noticeable and dramatic change 
since 1964 


Mr. Wahn: I have a final question, Mr. 
Chairman. Would the price in Canada tend to 
be the United States laid down price includ- 
ing the duty? In other words, is your pricing, 
by coincidence or otherwise, essentially the 
United States price plus the duty? 
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Dr. Jones: No. It is difficult for me, in an 
association, to know exactly what people do. I 
can give you my own experience, what I did, 
and we did not by any means use the whole 
Canadian tariff. We needed it to enable us to 
get a substantial volume of the business, but 
the price certainly was not United States plus 
duty, plus freight; substantially less delivered 
to the Canadian consumer. Would anyone else 
like to comment on that? 


Mr. MacPherson: DuPont of Canada—and 
probably it is not right to mention a com- 
pany—when we made our appearance before 
the Tariff Board, and that was 1960 to 1962 
and before our cost position; relative to the 
United States deteriorated so badly at that 
time by a product count the great majority of 
our prices were at an American level. By a 
rate of average, that proportion was reduced 
somewhat but I would say, with the excep- 
tion of certain nylon products, the great 
majority of our prices were at the United 
States level and for a very good reason. 

We were out to make money by capturing 
the largest share of the Canadian market, and 
to do that we had to compete not only with 
other chemicals but with other products. In 
the case of polyethelene, we compete with 
other films. In the case of nylon, we compete 
with polyesther, with rayon and what have 
you. 

So many people in Canada make the 
assumption, when they are talking about 
tariffs, that Canadian producers take more or 
less all the market will bear as far as price is 
concerned. This is not the truth, and there is 
a volume of evidence in the records of the 
Tariff Board to support this statement. 


Mr. Gilbert: Mr. Chairman; I would like to 
ask the witness, in view of the answers that 
you gave to Mr. Cameron with regard to 
American and other foreign-owned subsidiar- 
ies directing their attention to supplying the 
Canadian market and secondly, that an inter- 
national corporation determines’ certain 
export policies, does that mean that any sub- 
stantial increase in Canadian exports must 
fall on Canadian-owned companies? 


Dr. Jones: No, I believe the evidence is that 
the foreign-owned ones are excelient export- 
ers. I do not think there is any evidence at all 
for that. 


Mr. Gilbert: I thought the witness said that 
any foreign-owned subsidiaries in Canada 


directed their attention to supplying the 
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Canadian market—that is, their first 
approach—and second that an international 
corporation directs certain export policies 
with regard to exports. 


Mr. MacPherson: Mr. Chairman, may I 
speak about this? I have said nothing about 
this as my colleagues talked, but I do not 
think this is a uniform policy by any means. I 
think survival of an international company 
depends upon being a good corporate citizen. 

My company exports to 51 countries 
throughout the world when we get the oppor- 
tunity. But to export our prices must be com- 
petitive with the prices of our American par- 
ent company, and, incidentally, because of 
the Kennedy Round we are going to lose very 
substantially in the U.K. market. 

Our British preference there has been cut 
by 50 per cent, or presumably it will be if 
ASP is adopted and these tariffs are reduced, 
and therefore this is going to give other com- 
panies a major entry. In other words, they 
are going to become much more competitive 
with us in this U.K. market, and we have met 
the exports of our parent company in this 
U.K. market. I think when the Kennedy 
Round is fully implemented our position is 
going to deteriorate. 


Mr. Stokes: I think perhaps you got the 
impression that our exports are entirely 
directed from the American company. This is 
not quite so. I labelled a number of factors 
here which are involved in this. There cer- 
tainly are production costs, freight, tariffs 
and tariff preferences. For instance, our com- 
pany has a definite advantage over our 
American company in shipping to the Com- 
monwealth, and the bulk of our exports have 
been to the Commonwealth. So really what 
dictates our exports is the total cost plus all 
these other factors. 


Mr. Gilbert: I think you told Mr. Cameron 
that 60 per cent of the chemical producers are 
foreign-owned, or were you just referring to 
American-owned? Does that include the 
English? 


Dr. Jones: Yes, the British, German and 
Belgian-owned companies in Canada and it 
does appear to me that any industry that is 
exporting $400 million worth is not doing so 
badly. From my own personal knowledge, I 
found no restrictions, and so far as I can see 
from my position looking at the industry, 
there is a very healthy endeavour to export. 
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Mr. Gilbert: The question that leads in from 
that is if our exports are $400 million, what 
part of that $400 million is exported by 
Canadian-owned companies? 


Dr. Jones: I will take notice of that ques- 
tion. I think I could guess and probably be 
right, but I will certainly see you get the 
answer; I will have to look it up. 


Mr. Gilbert: I think it is rather important 
that we get the answer to that question. 


The Chairman: I think the Committee will 
agree it is a very important question, particu- 
larly in the light of what the machinery 
industry was telling us the other day, and if 
our principal witness, Dr. Jones, would rather 
not guess at an answer at this time, perhaps 
we could review some of the material availa- 
ble through his Association that would give 
us some approximation. 


Dr. Jones: I would much prefer to give you 
a researched answer. I think a guess could be 
right or wrong and probably of no real use to 
you. I think we will have a look at this to see 
what we can find. 


The Chairman: If you could provide it in 
written form it can be circulated and printed 
in our Proceedings. 


Dr. Jones: Yes, Mr. Chairman. We certainly 
shall. 


Mr. MacPherson: Mr. Chairman, could I 
say one more word? I think if this Kennedy 
Round is adopted and tariffs are reduced 
and there is pretty liberal anti-dumping, the 
rules of the game are going to change. We 
may be trying to look upon this more and 
more as a North American market, and we 
will locate our plant where it is most advan- 
tageous in relation to market and raw materi- 
als, and I suspect that is going to be more 
and more in the U.S. 


Mr. Gilbert: Those are all the questions I 
had. There was some reference to administra- 
tive costs. How do production costs in the 
Canadian chemical industry compare with 
other companies? Have you any idea of that? 


Dr. Jones: I am not really ducking your 
question, Mr. Cameron, but this is a matter 
that now is the subject of the very considera- 
ble study that I mentioned to you, in conjunc- 
tion with the Chemicals Branch of the De- 
partment of Industry and this is being done 
so thoroughly and in such depth that I 
believe you would get a much better answer 
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if you compared costs in Canada with 
those of the EEC, the United States and pos- 
sibly Japan. It is a very complex matter to 
compare one country with another. When I 
was with my former company I often tried to 
compare our costs with those of the UK, the 
United States, Canada, India, South Africa 
and Australia, and even though you are in 
the business it is very difficult to do so. I will 
give you that sort of partial answer. I am 
hopeful that by the end of the year we will 
know much better and will really have some 
information to give you on this. 


The Chairman: Perhaps I could ask one of 
you gentlemen to comment about North 
American markets. If the development is in 
that direction and situation you allude to 
comes to pass would there be any valid rea- 
son for a firm to decide to locate a new plant 
in, say, Detroit rather than in Windsor, or in 
Port Huron rather than in Sarnia? 


Mr. MacPherson: Mr. Gray, as you know, 
governments are playing an increasing part 
and exercising an increasing influence over 
plant location and exports. The governments 
of most countries in the world are very inter- 
ested in exporting, so that one of the ques- 
tions is how does the relative strength of Ot- 
tawa and Washington compare. 


I would make another suggestion... 


The Chairman: Are you suggesting that 
your parent companies are more interested in 
the directive even though it may be by way 
of the moral suasion of, say, Washington rath- 
er than the economic realities? 


Mr MacPherson: I am saying this—and I 
was coming to the economic realities—that 
governments have policies on wages, salaries, 
tariffs and taxation all of which exercise an 
influence on plant location. 

Given a very low level of tariffs, govern- 
ment policy will have quite an important 
effect on plant location. Give us a corporate 
tax rate of 25 per cent in Canada and I can 
tell you it would have quite an important 
effect on where plants would be. Because 
despite the intention to be a good corporate 
citizen competitive factors have to be taken 
into account. They are the realities of the 
market place. 


The Chairman: From reading the newspa- 
pers nowadays it seems that there are other 
realities—the realities of capitals and govern- 
ments too. 
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Mr. MacPherson: You are in a much better 
position than I to appraise these. 


Mr. Clermont: One of the witnesses said 
that this company was expanding its opera- 
tion in Montreal and that the cost of this 
expansion would be met by the capital of the 
Canadian company and new capital from the 
United States parent company, and he hoped 
that the investment policy of President John- 
son would not stop that inflow. According to 
you gentlemen will that new policy cut for, 
say, a year or two some of the expansion that 
you had in mind? 


Mr. Stokes: I do not think so, Mr. Cler- 
mont. We will find the capital somewhere, I 
am sure. 


Dr. Jones: Mr Clermont, there is no evi- 
dence at all, that I know of, that the infiow of 
capital is being restricted. There are other 
factors, such as the general economic climate 
that we create in Canada, which things are 
important. I think that we can, if you like, 
persuade capital to flow in or not really by 
our own posture. That, I think, is what Mr. 
MacPherson was really getting at—that it 
really is up to us. 


The Chairman: Before we adjourn I think 
Dr. McLean would like to pose a question. 


Mr. McLean (Charlotte): Yes. One of the 
representatives spoke about the realities of 
the market place and he believes in the reali- 
ties of the market place. Now there are $700 
million dollars worth of gold used in the mar- 
kets of the industry and the arts and Wash- 
ington says that that gold must remain at $35 
per ounce, although it was in 1934 that the 
price was set. They do not believe in the 
realities of the market place, do they? 


The Chairman: I suppose gold is technically 
a chemical... 


Mr. McLean (Charlotie): 
realities of the market place. 


(Inaudible)... 


Dr. Jones: It certainly is a chemical, Mr. 
Chairman, but none of ours... (Inaudible) 


The Chairman: I suggest that we adjourn 
until 3.30 this afternoon. 


AFTERNOON SITTING 
e 1546 


The Chairman: Gentlemen, I think we are 
in a position to begin our meeting. It will be 
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unofficial in status for the moment. Our wit- 
nesses this afternoon represent the salt indus- 
try and on my right is Mr. James Rowland, 
Vice-President, Marketing, the Canadian Salt 
Company Limited. To his right is Mr. A. D. 
Huffman, Marketing Manager, Domtar Chem- 
icals Limited, Sifto Salt Division—and we 
are not charging anything extra for these 
slight commercials. 


In any event, gentlemen, I would ask you 
to present your brief in summary fashion and 
then we will move to discussion. I believe, 
Mr. Huffman, you were going to make the 
introductory remarks on your own behalf and 
that of your colleagues. 


Mr. A. D. Huffman, Marketing Manager 
(Domtar Chemicals Limited, Sifto Salt Divi- 
sion): Thank you, Mr. Chairman. Do you 
want to speak first, Mr. Rowland? 


Mr. James H. Rowland, Vice-President, 
Marketing, (The Canadian Salt Company Lim- 
ited): Mr. Chairman and gentlemen, we of 
the salt industry consider it a privilege to be 
able to appear this afternoon to air certain 
viewpoints we hold on the tariff situation and 
the suggested tariff changes coming up during 
the present year. 


I now ask Mr. Huffman to summarize 
briefly what we have in mind, and give you 
some background of the salt industry in 
Canada. 


Mr Huffman: Thank you. Mr. Chairman 
and gentlemen, the Kennedy Round proposes 
that all our salt imports be free except for 
packaged goods. However, the United States 
will have tariffs on bulk salt and brine. Now, 
I would like to make the point that there is 
practically no trade in packaged salt across 
these borders. It is a negligible factor. 


Under the present tariff arrangements we 
have protection. The Americans are obtaining 
a larger share of our market each year, while 
we have a static position. This is a percentage 
share. What we would like to have is equal 
tariffs however these are obtained. Practically 
all the trade between the U.S.A. and Canada 
is in bulk salt and brine, as I said before. 

Now, the largest markets in this type of 
salt in North America are on each side of the 
Great Lakes, and it so happens that under- 
neath the Great Lakes is one of the largest 
salt deposits in the world—the Michigan Ba- 
sin. On each side of the Great Lakes, you 
have mines and, if you have any protection 
on one side or the other, the mines will be 
built on whichever side has the protection, 
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because they can enjoy that market and then 
ship free with cheap water transportation 
across the lake into the other market. 


It is our belief that although this tariff that 
the Americans want to hold of .8 cents per 
hundred is small, it will be enough to entice 
future builders of mines and also brining 
operators to think very hard about building 
on the American side rather than on the 
Canadian side. On top of this it will, of 
course, hinder us and will subtract from our 
profits. 

I would like to point out that since 1959 
there have been four mines built in this area; 
two on the Canadian side and two on the 
American side. These mines represent consid- 
erable investments. A salt mine today will 
run to about a $15 million investment. Thus, 
if Canada wants a share of the expansion in 
this basic industry, its salt tariffs should at 
least be equal some way or other—somehow 
—with those of the United States. That is our 
summary. 


The Chairman: Thank you, gentlemen. 
Now, before opening the meeting to the 
exchange of questions and discussion between 
you and members of the Committee, I will 
ask Dr. Annis whether he has any comments 
on the summary presented by the witness. 
They have distributed to the Committee in 
support of their views, the brief they actually 
submitted to you, sir, in your capacity as 
Director of Tariffs, commenting in greater 
detail with respect to their views, both on the 
Kennedy Round Tariff negotiations and Tariff 
Board Reference 120 about which we heard 
something this morning. 


@ 1550 


Dr. Annis; Mr. Chairman, the only com- 
ment I want to make now—although it may 
be that Mr. Burns would like to enlarge upon 
it—is that in terms of present trade flows, 
exports of salt to the United States are much 
greater than are our imports, not only from 
the United States, but from the world as a 
whole. 

In the light of that and the inferences one 
might draw from it, I submit that until 
demonstrated to the contrary, at least, an 
exchange in which the United States cut all 
of their duties by at least 50 per cent and 
went to free on one item is a pretty good 
bargain from our point of view in a situation 
where we made a 50 per cent cut in what I 
had thought would be regarded as the most 
sensitive item, the packaged table salt, and 
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went to free on the other items in respect of 
which rates by and large are really very 
modest already, and under which the volume 
of imports, even at those modest rates, is not 
very great. 


The only additional point I would add is 
that salt, of course, is a pretty basic raw 
material for some secondary operations, and 
also is of interest as a cost factor to provin- 
cial highway departments, and so on, so that 
from the point of view of the consumer, 
whether salt is for direct use in a highway 
program, for agricultural or fisheries pur- 
poses, the minimum rates have some very 
substantial attractions. I do not know whether 
or not you want to go into the statistics on 
exports. 


Mr. Burns: Mr. Chairman, just for the sake 
of the record I might mention that in 1966 the 
United States imports from Canada under the 
three salt items, on two of which the United 
States are making 50 per cent cuts and the 
other going to free, amounted to $3.4 million. 
In the same year our imports of salt of all 
categories from the United States was $1.3 
million and my rapid calculation indicates 
that our exports, therefore, were 2.6 times 
our imports to the United States. 


The Chairman: Mr. Drahotsky, do you have 
any comments? 


Mr. Drahoisky: I have no comments, Mr. 
Chairman. 


The Chairman: Unless our witnesses wish 
to make some immediate comment in reply, 
we will pass to questions. 


Mr. Huffman: I would like to make a com- 
ment. Concerning imports versus exports, I 
think it is important to look at what is hap- 
pening and not what is sitting here today, the 
status quo, or what we see today. In 1960 the 
apparent consumption of salt in Canada was 
1,513,000 tons, and imports from the United 
States were 51,480 tons, representing 3.4 per 
cent of the Canadian apparent consumption. 

Imports from countries other than the Unit- 
ed States were 140,000 tons approximately, 
representing 9.3 per cent. In 1960 Canadians 
supplied 87.3 per cent of the apparent con- 
sumption. In 1966, the apparent consumption 
had risen to 2,640,000 tons with Americans 
supplying 174,000 or 6.6 per cent of the mar- 
ket; imports from other than the United 
States were 335,000 tons, which is 12.6 per 
cent of the market; and Canadians had slip- 
ped—they supplied 2,131,000 tons of their 
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market, which was 80.8 per cent, which 
meant that they had shipped approximately 7 
per cent in their own market. 

In 1960 the approximate market for dry salt 
as closely as we can figure it was 11.5 million 
tons and Canadians supplied 450,000 tons, 
which is 4 per cent. In 1966 the American dry 
salt market was 16 million tons and Canadi- 
ans supplied 633,000 tons or again, about 4 
per cent, so we are just holding even while 
they are gaining practically double their per- 
centage. We have to look at the rate of 
growth to determine what is happening—the 
rate of growth of consumption, and the rate 
of growth of imports and exports. 


The Chairman: We will now take questions 
from members of the Committee and other 
members of the House in attendance. 

I see a few members of the Committee 
have raised their hands immediately, but I 
also see that Mr. McKinley indicates some 
interest in the subject matter, so with the 
concurrence of my colleagues I will recognize 
him first. 

You may direct your questions to either the 
witnesses or the officials or to both. 


Mr. McKinley: Thank you, Mr. Chairman. I 
would like to ask a question of either Mr. 
Burns or Dr. Annis. They have explained that 
we are in a good position so far as exports 
and imports of salt are concerned, particular- 
ly bulk salt, and I would like to know the 
reason for the agreement to leave some tariff 
on salt going into the United States when it is 
anticipated that our Canadian tariff will be 
removed. Do they not believe that it is a good 
thing for us to have more exports than 
imports of salt? 


Mr. Burns: Mr. Chairman, of course we 
would have welcomed very much the oppor- 
tunity to have had the Americans go further 
in these products. The American negotiators 
were, however, restricted by the terms of the 
Trade Expansion Act, which is the legislative 
authority under which they operated, to make 
the 50 per cent cuts, except in those cases 
where the tariff was 5 per cent or less, and in 
the cases in which they have only gone 50 per 
cent, those tariffs—one is a 10 per cent, the 
other one is a specific rate—were calculated 
as an ad valorem rate, it was higher than 95 
per cent, so that they were unable legally to 
move to free. This is really the only reason 
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why we would not have pressed them to 
move to free entry. 


Mr. McKinley: It seems to me that leaving 
Canadian salt to face that .8 cent per hundred- 
weight tariff is more than doubly difficult 
when previous to this we had the protection 
of 3 cents a hundredweight. That is going to 
be removed to free. I would like to know the 
basis for this; or did you not know that this 
50 per cent cut in American tariffs was going 
to be in force or put into practice before 
these negotiations? 


Dr. Annis: We were aware of the limita- 
tions on the American negotiating authority 
prior to the commencement of the negotia- 
tions. They follow from the terms of the 
Trade Expansion Act to which Mr. Burns has 
already referred. The only point I might add 
in this connection is that in the case of salt in 
bulk, our exports to the United States in 1966 
were a little more than $3 million in value 
over a tariff of 1.7 cents per hundred pounds, 
and recognizing the very large size of the 
American market as a whole, it seemed fair 
to draw the inference that a 50 per cent cut in 
the rate would create at least the potential of 
a very large expansion of sales there. 

Our share of that market is very small 
now. Increasing that share to even 5 per cent 
of the market would mean a tremendous 
thing for Canadian producers. It may be that 
even such a percentage of that is not realistic 
in the sense of not within the nearby 
capabilities, but over a long term, I suggest 
that we might at least have hoped for really 
important opportunities and _ possibilities 
there. 


Mr. McKinley: I would agree with that 
completely if our Canadian tariffs on Ameri- 
can imports had been reduced 50 per cent, 
too. Would this not have been a logical deal 
to make? What would still have left us with 
14 cents against their 8 cents, similar to what 
it has been. Was that not considered? 


Dr. Annis: Various possibilities were consid- 
ered and discussed. What evolved was what 
proved to be negotiable. 


Mr. McKinley: In other words, they would 
not accept anything less than our tariffs being 
completely removed with 50 per cent of their 
tariffs? 


Dr. Annis: It seems to me that that ques- 
tion is not capable of a precise answer. 


Mr. McKinley: We will leave it. 
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Dr. Annis: One cannot be sure what would 
have evolved, one what would have been 
possible, or even the point at which negotia- 
tions would have broken down, if one had 
dug in one’s heels at a different point. I do 
not think I can go beyond that. 


Mr. McKinley: We will leave it there. I 
have made my point clear. 

Are these arrangements firm, or are they 
flexible? Is there any possibility of changing 
this tariff arrangement between now and 1972 
to what would be a fairer arrangement for 
Canadian-built companies? 


Dr. Annis: The Kennedy Round agreements 
have been signed. They were signed on 
behald of Canada by Mr. Pearce, the head of 
the Canadian negotiating team. They are firm 
agreements and were made as a package. 


When an agreement is made there are two 
possible ways out. One is to renegotiate a 
commitment. This involves certain procedures 
which are defined in the GATT. You would 
invoke what is called the special circum- 
stances clause, apply to the contracting parties 
for permission to renegotiate a certain com- 
mitment and, after that had been received, 
would approach the other contracting party 
and say: “I want to be relieved of this obliga- 
tion. I am prepared to pay for being relieved. 
Here is the compensation we are prepared to 
offer.” Then you would negotiate on it. If you 
can make a deal one obligation is terminated 
and another is substituted. 


A second, and different, avenue is the so- 
called escape clause in Article 19 of the 
agreement, which provides that in the case of 
a large increase in imports causing serious 
injury emergency action, contrary to the 
provisions of its commitments, may be taken 
by a country. If such action is taken it is open 
to the other contracting party to make com- 
pensatory withdrawal—in effect, to retaliate. 
Those avenues are open. 


Mr. McKinley: In the case of the increased 
importation of salt into this country, particu- 
larly of bulk salt, probably because of the 
change in these tariff arrangements, how 
large would that have to be to cause action to 
be taken? 


Dr. Annis: This is under Article 19, the 
emergency action? There is no precise defini- 
tion of that. It would have to be sufficiently 
large that the Canadian government would be 
prepared togive instructions to its represent- 
atives to try to make a case. It would then 
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be up to them to try to do that. It is not 
possible, in advance to say what would, or 
would not, be accepted as an adequate reason. 
Certainly it would not be proper to attempt to 
use that avenue in circumstances that did not 
meet the tests that are set down. 


Mr. McKinley: Under the conditions in this 
Article would we have to be prepared to offer 
concessions in some other products? 


Dr. Annis: We would be expected to offer 
concessions as an alternative. If we did not 
offer and grant satisfactory alternative 
concessions we would have to be prepared to 
accept the consequences, which might be 
withdrawals on the part of our trading 
partners. 


Mr. McKinley; I have one further question, 
Mr. Chairman. I direct it at either Mr. Huff- 
man or Mr. Rowland. What percentage of our 
total exports to the United States is bulk salt? 


The Chairman: To the world, or to the 
United States? 


Mr. McKinley: To the United States? 


The Chairman: I see a figure in Foreign 
Trade at page 17. I do not know whether or 
not you would agree with the figure given for 
United States imports from Canada for 1966, 
in United States dollars, because you may 
have other figures. It seems to be $3,095,000. 
Perhaps your figures are different. 

Are there more up-to-date figures, 
Burns? 


Mr. 


Mr. Burns: These are special figures that 
are prepared by the United States in relation 
to individual tariff items. These are not the 
regular imports from the United States. I do 
not have any 1967 figures with me. These are 
in United States dollars and are American 
import figures. 


The Chairman: Relative to United States 
tariff items. 


Mr. Burns: While we are talking about sta- 
tistics, Mr. Chairman, perhaps I can refer to 
a little table I have made based on Mr. Huff- 
man’s figures. This shows—and I hope I will 
be corrected if I am wrong—that in 1960—our 
exports were 450,000 tons to the United States 
and our imports from the United States were 
51,000 tons, leaving a balance of 400,000 tons 
in our favour in 1960. 
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In 1966 our exports were 633,000 tons and 
our imports from the United States were 174,- 
000 tons, leaving a balance of 459,000 tons in 
our favour. This suggests a favourable balance 
with the United States changing over that six 
year period in our favour to the tune of 60,- 
000 tons. 

This is not to dispute at all the question of 
relative rates, but if those figures are right it 
suggests that in absolute terms we have 
improved our position over a period of six 
years vis-a-vis the United States. 


The Chairman: Do you gentlemen have 
some further information? 


Mr. Rowland: Mr. McKinley asked what 
percentage of the flow to the United States 
was represented by bulk salt. Almost the total 
flow would be bulk salt, notwithstanding a 
certain percentage of brine, which I do not 
have. Mr. Huffman, do you have this 
information? 


Mr. Huffman: Yes, I do. 


Mr. Rowland: But bulk salt is by far the 
big item of trade. 


The Chairman: Have members any other 
questions at this point? 


Mr. Irvine? 


Mr. Irvine: Mr. Chairman, I will direct my 
question to either Mr. Huffman or Mr. Row- 
land. What is the total production of bulk salt 
in Canada? 


Mr. Huffman: All dry salt is first produced 
as bulk. Do you mean in that form, or as it is 
sold in bulk? 
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Mr. Irvine: As it is billed from your mine 
or plant? 


Mr. Huffman: Do you mean sold as bulk 
salt? 


Mr. Irvine: Yes, sold as bulk salt. 


Mr. Huffman: I can give you an approxima- 
tion of that. 


Mr. Irvine: Just a close figure. 


Mr. Huffman: If you refer to the appendix, 
you will notice the percentages of salt used 
and you will see that the chemical industry 
uses 30.5 per cent. This is page 4, table I, 
appendix I. The chemical industry uses 30.5 
per cent, highway ice control 44.5 per cent, so 
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that is about 75 per cent, and of the others 
possibly another 5 per cent is in bulk salt, so 
I would say somewhere between 75 and 80 
per cent of the salt shipped is dry salt and 
the shipments in 1966 were 2,760,000 tons. 


Mr. Irvine: Roughly 2 million tons, then. 


Mr. Huffman: Roughly 2 million tons, and 
all the imports, you might say, are bulk salt. 
There are 633,000 tons of imports coming in. I 
can work that out for you. 


Mr. Irvine: No, it is not necessary. I would 
like to know what would be the average dol- 
lar value of a ton of bulk salt from a billing 
standpoint, if it is possible to arrive at it that 
way. 


Mr. Huffman: From what standpoint? 


Mr. Irvine: From a billing standpoint; from 
the mill or your factory. 


Mr. Huffman: I can give you our plant 
prices from our different locations. In the 
Maritimes, bulk salt is about $12.80. 


Mr. Irvine: A ton? 


Mr. Huffman: A ton. This is an evaporated 
type of salt. Rock salt around $9.40 a ton and 
in the West it is about $14.80. 


Mr. Irvine: It would average roughly $11 or 
$11.50 a ton, then? 


Mr. Huffman: Yes. I worked it out just 
taking the DBS figures and I think it came 
out to around $8 a ton. 


Mr. Irvine: Eight dollars a ton. 


Mr. Huffman: This is because some large 
contractual amounts of salt are sold. 


Mr. Irvine: The thing I am trying to arrive 
at is that $60 per ton, according to the old 
tariffs, was a fairly good protection then, 
was it not? 


Mr. Rowland: That is 60 cents, Mr. Irvine. 


Mr. Irvine: Sixty cents, yes. Did I say $60? 
Sixty cents a ton would represent a fair por- 
tion of what might be considered—I do not 
want you to reveal this—the net profit from 
the mine, would it not? 


Mr. Huffman: An appreciable part of the 
profit, yes. 
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Mr. Irvine: In other words, the removal of 
that places the salt industry in a very embar- 
rassing position so far as profit is concerned. 


Mr. Huffman: Yes; it is a part of the profit. 


Mr. Irvine: The thing I am thinking 
abcout—and I would like to ask Dr. Annis this 
question if I might—is that these, of course, 
were give and take negotiations where we 
had to give in one quarter and we received in 
another quarter, and it has been indicated 
here several times that in the overall picture 
we have done fairly well, but I am just won- 
dering whether it is not the case that the salt 
industry, being small in terms of actual dol- 
lars, might not perhaps have been unwitting- 
ly sacrificed in order to gain somewhere else. 
Would you like to comment on that, Dr. 
Annis? 
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Dr. Annis: You used the term 
“unwittingly”. 


Mr. Irvine: I mean, unintentionally. 


Dr. Annis: I found that word really helpful 
in the sense that certainly it was not deliber- 
ately sacrificed. If it was sacrificed at all, it 
results from errors of judgment on our part. I 
would want to argue that it has not been 
established that it has been sacrificed, but if 
it should be established that this industry has 
been sacrificed, certainly that would repre- 
sent errors of judgment on the part of the 
Canadian negotiators. It was not their inten- 
tion, nor were there instructions, to sacrifice 
this industry or any other industry. 


Mr. Irvine: Of this I am sure. Mr. Chair- 
man, I would like to ask, if I may, either Mr. 
Huffman or Mr. Rowland, whether it is their 
feeling that perhaps, in a way, the salt indus- 
try has been placed on this sacrificial alter? 


Mr. Rowland: I would not say that entirely. 
I do not think we are entirely sacrificed. I 
think we are placed in an embarrassing posi- 
tion for future trade. I think we are placed in 
an embarrassing position for the development 
of the industry in Canada rather than proba- 
bly establishing new mines and plants just 
across the border operating into Canada and, 
in consequence, the royalties that are paid on 
mining to the Canadian government and the 
provincial governments will suffer as a result. 


Mr. Irvine: Thank you, Mr. Chairman. 
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The Chairman: Are there any further ques- 
tions from the Committee? 


Mr. More (Regina City): I would like to ask 
Mr. Huffman whether, within the period of 
negotiations under the Kennedy Round, your 
industry was invited to make any representa- 
tions or consulted? 


Mr. Huffman: Yes. 


Mr. More 
consulted? 


(Regina City): You were 


Mr. Huffman: Yes, and we submitted a 
brief. 


Mr. More (Regina City): You put in a brief 
before the final conclusions were reached. Is 
the lack of increase in your percentage of the 
American market due to tariffs or to other 
factors such as railway costs, and so on? 


Mr. Huffman: I think what we are doing 
here is comparing. We have been trying as 
hard as we can to get into the American mar- 
ket. It is comparing our lack of success to 
the success the Americans have had. They 
have just been able to get into our market 
better than we have been able to get into 
theirs. They have set up distributors in the 
Montreal and Toronto areas and have been 
quite successful in selling their salt. Does that 
answer your question? 


Mr. More (Regina City): Not exactly. Is 
Montreal a region in which the freight rates 
enable them to compete more than the matter 
of tariffs? 


Mr. Huffman: When you are talking about 
bulk salt, you pretty well have to be on deep 
water to compete. If you look at all these 
mines, you will notice they are on the Great 
Lakes. This is a point I brought out earlier; 
in these areas the Americans can load their 
ships in the Detroit and Cleveland areas and 
bring them in with freight rates that are 
quite low and dump off with self-unloaders, 
so that they can compete very well and the 
Canadian markets, as pointed out here, are 
very narrow. They can penetrate these lush 
Canadian markets and saturate them—not 
saturate them, they are a long way from satu- 
rating them, but do a good business—far easi- 
er than we can. We have to get through a lot 
of geography before we can really start to 
enjoy their market. 
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Mr. Rowland: I might add there are other 
factors in penetration of the United States 
market. As we all know, it is a considerably 
different market from the Canadian market 
beeause there are trade groups, and so on, 
that put up a bit of resistance to penetration. 


Mr. Huffman: Yes, that is true. The Ameri- 
cans are much more nationalistic than we are. 
Quite often an American will tell you that he 
will not buy your salt at any price. 
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Mr. Rowland: I might say that the State of 
New York, for example, has a specifications 
ruling that they cannot accept foreign salt, 
and Canadian salt is a foreign salt. 


Mr. More (Regina City): What is a non- 
tariff impediment? 


Mr. Rowland: In that particular area, that 
is So. 


The Chairman: Do any other members have 
questions at this point. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Mr. Chairman, regarding what was 
said a little while ago about invoking Article 
19, how would the rise in importation be cal- 
culated? Would it be on the basis of its pro- 
portion of existing imports or would it be on 
the basis of the proportion of the total 
Canadian market consumption? 


Dr. Annis: That is not defined in the Arti- 
cle of the Agreement concerned. It seems to 
me that the basic point and the important 
point is that the country which proposes to 
make out a case is under an obligation to 
make it out in such a way that it will con- 
vince its trading partners, and it seems to me 
it is open to one to argue the case—however 
one likes. It is also open to those who you are 
trying to convince to say they are not pre- 
pared to accept the type of argument you are 
putting up to test the soundness. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): It seems to me that the important 
consideration would be whether it altered the 
balance to an unsual degree in the Canadian 
market between imported and domestically- 
produced goods, because you might have an 
increase in production and an increase in con- 
sumption in Canada which would not alter 
that particular dumping zone. 


The Chairman: While Dr. Annis is thinking 
about that I would like to note for the record 
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that we have been proceeding officially for a 
number of minutes now. Dr. Annis, have you 
prepared an answer yet to Mr. Clermont’s 
question? 


Dr. Annis: Since the point has come up it 
may be worthwhile reading the relevant sec- 
tion of the GATT agreement. Section (1) of 
Article 19, which is headed “Emergency Ac- 
tion on Imports of Particular Products” reads 
as follows: 


If, as a result of unforeseen develop- 
ments and of the effect of the obligations 
incurred by a contracting party under 
this agreement, including tariff conces- 
sions, any product that is being imported 
into the territory of that contracting 
party in such increased quantities and 
under such conditions as to cause or 
threaten serious injury to domestic pro- 
ducers in that territory of like to directly 
competitive products, the contracting 
party shall be free, in respect of such 
product, and to the extent and for such 
time as may be necessary to prevent or 
remedy such injury, to suspend the obli- 
gation in whole or in part or to withdraw 
or modify the concession. 


Then the Article continues and specifies the 
rights that other contracting parties have if 
this section is invoked. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Thank you. 


Mr. More (Regina City): I have a supple- 
mentary question. Dr. Annis, as I understand 
it, the American tariff is now at 1.7? 


Dr. Annis: Yes. 
Mr. More (Regina City): And it becomes .8? 
Dr. Annis: Yes. 


Mr. More (Regina City): 
stage? 


Is this in one 


Dr. Annis: No, sir, it will be staged. The 
same is true of the concessions on our side. 
They are being staged also. In respect of one 
of the items where there is at present a 34 
cent rate, the staging is not quite uniform. 


Mr. More (Regina City): Do the witnesses, 
in fact, mean that they do not think there is 
an opportunity for them to expand their total 
tonnage operations under the Kennedy Round 
proposals, where these reductions were 
staged over five years when an American 
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industry in the United States loses over that 
period half of their present protection, which 
is more than double what you lose on the 
Canadian market? You are losing three cents 
and they are losing eight cents. 


@ 1625 
Mr. Rowland: Point eight. 


Mr. More (Regina City): Is it not three 
cents against eight cents? 


Dr. Annis: A U.S. rate of one point seven 
goes to point eight. 


Mr. Rowland: Actually it is point 9. 


Mr. More (Regina City): Then the effect on 
you is greater. I was under the false impres- 
sion it was less. Do you not anticipate you will 
have an opportunity to increase your total 
tonnage? 


Mr. Rowland: This is total tonnage of 
exports to the U.S. market. The point I was 
attempting to make previously is that in 
exporting to the U.S.A. tariff is certainly a 
major factor. There are other factors such as 
prohibitions and so on that you have to war 
against and, in consequence, the reduction of 
tariffs on goods entering the United States, 
accompanied by other kinds of difficulties 
makes it much more difficult for a Canadian 
producer to operate into the U.S.A. than a 
U.S.A. producer to operate into Canada. 


Mr. More (Regina City): The real factors 
are the non-tariff barriers that are employed 
against imports in the American market? 


Mr. Rowland: Well, they are a factor, 
certainly. 
Mr. More (Regina City): Is the two-way 


development of trade not on a regional eco- 
nomic basis? I was wondering if the increase 
of the American penetration into Canada was 
because of certain regions? 


Mr. Huffman: Yes, I was trying to say that 
earlier. I think that the Canadian markets in 
that regard are quite narrow; they border on 
the Great Lakes and are much more accessible 
to buik salt coming in by boat than is the 
American market. I am now referring to per- 
centages because there is a large American 
market bordering on the Great Lakes too. 
There is also a very deep American market 
below the Great Lakes that we have a tough 
time reaching. 
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Mr. More (Regina City): So the percentage 
of the American market that you can pene- 
trate is reduced whereas they more or less 
have a greater percentage of the Canadian 
market open to the American companies? 


Mr. Rowland: Yes, and because of this we 
do feel we need tariff protection. 


Mr. More (Regina City): What about the 
West coast salt industry? 


Mr. Huffman: That is another thing. Most 
of the sait going to the west coast goes to 
caustic chlorine and sodium chlorate people 
who are supplying the pulp and paper indus- 
try. It comes up by barge mostly from Mexico 
now; some of it is coming from the Caribbean 
and some was coming from San Francisco. It 
is a very cheap solar salt, and we made this 
point in our brief. Because of freight rates 
our evaporator plants in the Prairies are pret- 
ty well locked out of British Columbia. 


Mr. More (Regina Ciiy): As a captive ship- 
per you cannot reduce your costs by agree- 
ment with the railroads? 


Mr. Huffman: No. We can put in specialty 
salts but they cannot supply solar. Our com- 
pany, Domtar, now has a Vancouver salt 
company which was formerly a subsidiary of 
Leslie Salt which we purchased just last 
spring. We buy this solar salt. 

Mr. More, in your original question, were 
you asking if we would have the opportunity 
to expand our markets in the United States, 
or to expand our production facilities? 


Mr. More (Regina City): Your markets; that 
is, your total production tonnage here and the 
opportunities this may present in the Ameri- 
can market. I take it you are not very 
optimistic? 


Mr. Huffman: We will expand it; but as it 
is shown here we will be taking only a small 
percentage of an expanding market. 


Mr. More (Regina City): 
many tons, though. 


It could mean 


Mr. Huffman: Yes; I think we could sell 
tons of it. 


Mr. More (Regina City): Therefore, the 
whole effect on the production facilities in 
Canada might well be an increase rather than 
a reduction in operation? 


Mr. Huffman: I think that is fair, speaking 
of present facilities. But that is why I asked 
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you the question about production facilities. 
If we continue to ship out of our present 
facilities, or if we are able to expand them at 
minimum cost, we will expand our tonnage 
and ship out of those facilities. However, if 
we do not have any protection and run out of 
mine capacity—say, around 2 million tons a 
roine per year, or perhaps a little more—then 
we would naturally look at the United States. 
We could cross the border very easily. There 
is salt over there, and a big market. If we can 
sit there and ship back into Canada for noth- 
ing we are in a better situation. 


Mr. More (Regina City): This is a prospect? 


Mr. Huffman: When we pass the potential 
of expanding our present production facilities 
we will have to think long and hard about it. 


Mr. More (Regina City): But for the present 
and for at least say, a five-year period of 
transition of these tariffs, you do not predict 
that they will cause any decrease in your staff 
or in your operation. In fact, they might 
improve the situation? 


Mr. Huffman: We are in an expanding mar- 
ket, as you can see by these figures. There- 
fore, although we are taking a smaller piece 
of it we will still expand in tonnage. I think 
we will be all right. 


The Chairman: Have the members of the 
Committee any further questions? Mr. 
Clermont? 


Mr. Clermont: Mr. Chairman, I note that 
salt for the ice-control of highways, roads and 
streets plays a very important part in your 
sales. According to your Table No. 1 it repre- 
sents 44.5 per cent of your Canadian sales. 
Are you shipping any salt for that purpose 
into the United States? 


Mr. Rowland: Yes, we are, Mr. Clermont. 


Mr. Clermont: What percentage does that 
represent? What is the quantity? 


Mr. Rowland: It can be calculated. 


Mr. Clermont: No, no; do you have any 
rough figures available? 


Mr. Huffman: Almost all of the salt going 
to the United States would be for ice-control. 


Mr. Clermont: Therefore, you are not mak-~ 
ing any sales to the United States’ consumer 
market? 


Mr. Rowland: Not for household or consum- 
er use, no. 
27840—3 
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Mr. Clermont: But the American producers 


are exporting their salt for Canadian 
consumption? 


Mr. Rowland: Not for consumer use, no. We 
raised this point earlier in our exchanges. 
Consumer salt is not really a question here. 
We are referring to the great bulk tonnages 
that pass across the border. 


Mr. Clermont: But in your brief, at the 
bottom of page 5, you say: 


Salt is a relatively low cost commodity, 
and in many instances, shipping costs 
account for a major share of customer 
expense. 


Even if our tariff on American salt was 
lower do you not agree that cost of transpor- 
tation would prevent an increase in their 
sales in Canada? 
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Mr. Rowland: This is a general statement in 
the brief. They export generally to Canada by 
boat on the Great Lakes and they enjoy prob- 
ably the same boat rates as do the Canadian 
producers. Therefore, the cost of transporta- 
tion would be relatively the same. 


Mr. Clermont: I suppose this is why impor- 
tation covers 93 per cent of the sales to the 
consumer market in British Columbia? 


Mr. Rowland: The British Columbia market 
has a big chloroalkali industry, a chemical 
industry that utilizes salt. 


Mr. Clermont: And when you refer to 
“shipments” am I to understand that that is 
tons produced? In your brief, at the bottom 
of page 1, you refer to 4,491,000 tons of ship- 
ments. By that do you mean production, or 
sales? 


Mr. Rowland: We are just checking this, 
Mr. Clermont to see if it agrees. Yes, that is 
total shipments. 


Mr. Clermont: And for my personal infor- 
mation, when you say that your companies 
are paying royalties to the federal govern- 
ment... 


Mr. Rowland: Mr. Huffman has some infor- 
mation on royalties. 


Mr. Clermont: At page 2, in the third para- 
graph, you say 
Federal and Provincial Governments 
benefit from the salt industry by the col- 
lection of royalties. 
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My question is relative only to the federal 
end of it. 


Mr. Huffman: We are not too sure on this. 
It was the impression of the people who 
wrote the brief that we were paying federal 
royalties at Goderich, Ontario. However, when 
we checked we noticed that we were paying 
under two Ontario leases. These are under 
the lake and are federal ore deposits. They 
are controlled by the federal government. 
There must be some agreement by which we 
are paying to Ontario. 


Mr. More (Regina City): One supplemen- 
tary, Mr. Chairman. Royalties are paid on 
your production no matter where it is 
shipped, are they not? 


Mr. Huffman: Yes. 


The Chairman: You do not get any rebate 
on export, or anything like that? 


Mr. Huffman: To try to answer your ques- 
tion a little more specifically at this moment, 
it would appear to me that all our royalties 
are going to provincial government. 


Mr. Clermont: This is my last question, Mr. 
Chairman. In the brief it is stated that two 
companies operate seven evaporator plants 
and three rock salt mines. Do both companies 
have Canadian investment, or is some per- 
centage of the capital owned by foreign 
companies? 


Mr. Rowland: The two companies repre- 
sented here are Domtar Chemicals Limited, 
which is 100 per cent Canadian, and Canadian 
Salt Company Limited in which the control- 
ling interest is held by Morton International of 
the United States, but it is not a wholly- 
owned company. 


Mr. Clermont: Thank you, Mr. Chairman. 


Mr. More (Regina City): Mr. Chairman, I 
wish to ask a supplementary question in view 
of the last answer I received. Where provin- 
cial governments are concerned with revenue 
I suppose it does not matter to them where 
your tonnage is shipped so long as royalties 
are paid on your production? If you increase 
your tonnage, regardless of where you ship it, 
then they get their royalties. 


Mr. Rowland: Yes I would say that is a fair 
assumption. 


The Chairman: Does the Committee have 
further questions? 
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I would like to ask a question. Why, even 
under the existing tariffs, has it apparently 
been possible for rock salt imported into 
Canada from Michigan, Ohio and New York 
to have increased its share of the market in 
competition with rock salt from Canadian 
mines? I presume that the products of your 
respective companies, both at Goderich and 
Ojibway, are of very high quality. I am not 
going to attempt to pass judgment at the 
moment between the two brands; although as 
Ojibway is not far from Windsor I think I 
have a parochial view but I will not attempt 
to pass judgment. Why has it been possible 
for the American imports to increase their 
share of the market inasmuch as geograph- 
ically they are very close and I presume you 
have aggressive sales forces and so on? Why 
have they been able to catch on to a certain 
extent? 


Mr. Rowland: Well, tonnage is the key for 
the large blocks of tonnages which are bid on 
by sealed tender. Probably it is by opening a 
sealed tender in which they suddenly gain a 
block of 38,000 tons for sale on the basis of 
one price. 

The Chairman: At the moment are you able 
to supply the same quantities? 


Mr. Howland: Yes. 


Mr. Huffman: You do not want to forget 
geography; the American mines in the Cleve- 
land area are actually closer to the large 
Canadian markets of Toronto and Montreal 
than the Canadian mines at Ojibway and 
Goderich. 


The Chairman: I see. I believe rock salt is 
mined across the Detroit River at 
Wyandotte? 


Mr. Rowland: Very close to Detroit itself. 


The Chairman: It is somewhere there and I 
was just wondering whether this mine has 
been able to compete successfully with 
Canadian rock salt in the Toronto area? 


Mr. Rowland: it has in certain 


instances. 


Yes, 


The Chairman: You say this is because they 
have been able to tender more successfully. 


Mr. Rowland: Large industry in the United 
States has lower production costs generally 
and I would say this might hold true of the 
salt industry in the United States as against 
the salt industry in Canada. 
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The Chairman: But as far as the particular 
mines are concerned, again I may have this 
all backward, if you have the capacity of salt 
and you increase your production, would it 
not decrease your cost per ton? 


Mr. Rowland: Exactly. 


The Chairman: In considering a particular 
mine, if you draw up a bid based on the idea 
that if your bid were accepted you would 
increase your production, you would there- 
fore be able to lower production cost. 


Mr. Rowland: That sir is the way we enter 
most bidding. 


The Chairman: Assuming I am correct in 
saying that both your products are of very 
high quality and you have efficient technical 
people and sales forces, I was just wondering 
how it is that Wyandotte Chemicals could 
actually stand up against you fellows. You say 
that is just the luck of the bid, is that it? 


Mr. Huffman: All we can do is repeat what 
Dr. Annis said that tonnage-wise we are sell- 
ing a fair bit in the United States and they 
are selling a much smaller tonnage here. But 
they have exposed to them a much larger 
percentage of the Canadian market because a 
much larger percentage of the Canadian mar- 
ket is spread along the lakes where they can 
get their cheap salt in by boat. So you are 
talking almost percentage-wise here, are you 
not? 


The Chairman: Of course I do not have the 
whole picture before me on a daily basis, but 
I have a picture in my mind of where the 
mines are located on both sides of the Inter- 
national Boundary and I am just wondering 
how they have been able to increase their 
share of the markets that are not far from 
either Goderich or Ojibway? 


Let me ask another question in conclusion. 
The question of creating new mines and so on 
would not really arise until such time as the 
supply of salt in the ground available to a 
particular mine were exhausted. Am I cor- 
rect? If you had a mine with great reserves 
of salt and you were at least, as Mr. More 
pointed out, able to expand your production 
even though the share would not be what you 
would otherwise hope it to be, am I correct in 
assuming that you would just keep on 
working? 
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Mr. Huffman: You can only pull so much 


-salt up through the hole. The hole is only so 


big and you can only run skips in it so fast. 
So in any year the number of tons you can 
bring up through a shaft are limited. It would 
run around 2 million tons and then you would 
have to dig another shaft. 


The Chairman: I see. Is there a choice 
between digging another shaft in the same 
mine or opening a new mine? 


Mr. Huffman: The main expense is the 
shaft. I am not prepared to be specific but the 
shaft is the major part of the cost. 


The Chairman: What I am driving at is at 
what point would the question of opening a 
new mine in a different community for exam- 
ple, say in the United States as distinct from 
one of your existing areas of operation, actu- 
ally arise? : 


Mr. Huffman: As soon as we reach the 
hoisting capacity in a shaft and I would say it 
will happen sometime before the next five 
years are out. 


Mr. Rowland: And there may be a geo- 
graphic shift in markets too. The markets 
shift from time to time and it may be a better 
situation to put the mine on a slightly differ- 
ent geographic location closer to a market. 


The Chairman: What about the existence of 
a trained labour force and soon? Is it not a 
fairly highly skilled occupation? 


Mr. Rowland: This certainly has bearing on 
te, 

The Chairman: I was thinking of your 
going to a new area where you do not have 
the same selection of skilled miners and 
technicians. 


Mr. Rowland: This certainly has bearing on 
on it. 


Mr. More (Regina City): Mr. Chairman, I 
just want to clarify one thing. If I understood 
the information provided correctly; if I 
assessed it correctly, the main point you are 
making is not that the tonnage of your pre- 
sent operation will be reduced by this agree- 
ment, but that concerning the opening of 
future shafts it might well mean there will be 
no new Canadian openings. 


Mr. Huffman: Yes. This is a possibility and 
the other point, of course, is that it does work 
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somewhat of a hardship even with existing 
facilities. But the statement you made that it 
is not going to decrease our present tonnage 
is I believe a correct one. We hope not. 


The Chairman: I think Dr. Annis wanted to 
say something. 


Dr. Annis: I wondered if I could pursue 
that a little further? I must confess that I am 
puzzled over the reasons both companies are 
so pessimistic about the opportunities for 
expanding sales to the United States under 
the situation that is going to develop. By 1972 
the United States rate on bulk salt will be 
down to 16 cents per ton, which is a very low 
rate having regard to the fact that the main 
Canadian producing areas are right on the 
Great Lakes where salt can move both 
ways by ship. On the American side of the 
border, also on the lakes, are very large 
population centers. Beginning at Buffalo there 
are Buffalo, Cleveland, Detroit, Milwaukee, 
and Chicago. Those are big places with a lot 
of chemical producers that are leading salt 
consumers. Also the States of Michigan and 
Illinois, also on the lakefronts, are big users 
of highway salt and the potential market 
there, surely, if you can break into it, is 
much greater than what is on the Canadian 
side of the lakes. I am still unclear as to why 
you are so pessimistic about the opportunities 
of breaking into that market in a big way 
that might justify opening additional produc- 
tive capacities in your Canadian operations 
over the period of the next five of ten years. 

I recognize there may be marketing prob- 
lems but in the one case surely the connection 
with Morton Salt in that regard ought to be 
an advantage because they have a ready- 
made marketing organization on the United 
States side of the border. 
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It is clear that I just do not know enough 
about the subject. However, it seems to me 
that there is an unanswered question there. I 
was wondering if I could be provided with 
comments on that. 


Mr. Rowland: My comment Dr. Annis, 
would be that with the way the tariff is now 
set to go over the period of the next few 
years Canada will reach a point totally with- 
out tariff protection; the U.S.A. will still have 
minimal, granted, tariff protection. I would 
say too, as I have stated before, the U.S. 
market is much more difficult to penetrate, 
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tariff aside, than the Canadian market. These 
probably are the areas in which the most 
trouble would ensue. 


Mr. More (Regina City): May I ask a sup- 
plementary question? 


The Chairman: Will you yield to Mr. More 
for a supplementary question? 


Mr. More (Regina City): Your 1966 produc- 
tion was 4,491,000 tons. What is the total max- 
imum capacity of your present operation? Is 
it 10 million tons or 12 million tons? You said 
earlier you thought it would be reached with- 
in the five years. 


Mr. Huffman: I can only do a little guessing 
here. I have been away from production a 
little while and I do not know the facilities of 
the Canadian Salt Company too well. 

However, concerning our dry salt produc- 
tion, that 4 million odd tons includes brine. 


Mr. More (Regina City): I am taking that 
from the first page, 4,491,000 tons. You call it 
total shipments. 


Mr. Huffman: But only 2,764,000 tons were 
dry salt. 


Mr. More (Regina City): I see. 


Mr. Huffman: Most mines of the type that 
we have, depending on the seams and the 
type of ho’sting equipment, have a maximum 
capacity of about 1.5 to 2 million tons annual- 
ly. We have two of these in the area we are 
talking about, the two companies. 


Mr. More (Regina City): Is that your com- 
pany or both companies? 


Mr. Huffman: Both companies. Canadian 
Salt have their mine at Ojibway and we have 
our mine at Goderich. 


Mr. More (Regina City): But your present 
facilities will not allow you to double your 
present tonnege; it is somewhat less than 
that. 


Mr. McKinley: Following Dr. Annis’ 
remarks that he does not understand why 
future production will be curtailed, it seems 
quite obvious that the reason is right in front 
of us following the difference for each year. It 
will come about from the tariff negotiations 
where salt going into the United States will 
be reduced by 50 per cent with the United 
States tariff and salt coming into Canada 
reduced 100 per cent, and it was practically 
100 per cent higher than the American tariff 
prior to January of this year, 
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It seems to me that by 1972 this will create 
a definite hardship and I cannot follow your 
statement that you cannot see it; I think it is 
right in front of us. I do not know whether 
you are aware that I live 20 miles from Gode- 
rich where the salt mine and the packaging 
plant are. I am quite concerned, although the 
salt companies do not seem to be as con- 
cerned as I, that they may decide it is more 
profitable to operate a salt mine on the other 
side to get around these tariff changes than to 
operate on our side. I think certainly this 
would be detrimental to all the people in the 
vicinity where I live and it threatens employ- 
ment, among other things. I do not under- 
stand why you can not see this. Further to 
that, I honestly believe that you can see it. 


Mr. Burns: To make sure I understand cor- 
rectly, when you talk about 633,000 tons in 
Canadian exports to the United States, this 
should be related to your total shipments of 
2,764,000 tons; is that right? and if I calculate 
that correctly, it means that something over 
20 per cent of the total Canadian production 
of dry salt is now being exported to the Unit- 
ed States. 


Again, just as a question without enough 
background, does it not provide evidence that 
the Canadian industry is a very competitive 
industry so far as the United States is con- 
cerned if 20 per cent of its total volume is 
moving into its competitor’s market over a 
tariff of 1.7 cents per 100 pounds? 


Mr. Rowland: We feel we are very aggres- 
sive in these markets, Mr. Burns. I think the 
point at which we are at loggerheads here is 
that we would like to go into the fray without 
this tariff on our back or, if we have it, at 
least have the protection of an equivalent 
tariff in Canada 


Mr. McKinley: I will finish my remarks 
with a definite question and it comes from 
what you said before. If, as these gentlemen 
state, the American market has been hard to 
penetrate and they have not secured increases 
in their exports comparable to the growth in 
consumption in the United States under the 
present basis, how do you anticipate they will 
be able to do better in the future under the 
basis that will be coming into effect by 1972? 


Dr. Annis: I was reasoning, possibly not 
correctly although this would be my line of 
reasoning, that the barrier against our 
exports to the United States is going to be a 
lower barrier. This is one part of the proposal 
that it is easier to hurdle. 
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Second, the very fact that you have a more 
competitive position in Canada and can meet 
import competition on a duty free basis 
would create a stronger incentive to market 
abroad as well as at home. I suppose it is 
difficult to generalize, but in some areas at 
least the experience seems to be that a shel- 
tered domestic market rather reduces the 
incentive to go out and really dig for export 
business. Now it may be that is not applica- 
ble under present circumstances: I would not 
want to make any judgment on that point. 


Mr. McKinley: I understand your reason- 
ing. You are more or less taking into account 
that the American tariff is going to be 
reduced 50 per cent and this will be advanta- 
geous to Canadian firms regardless of the 
tariff in the other direction. 


Dr. Annis: Yes. 


The Chairman: Are there any other 
comments? 
Mr. Huffman: Yes. The export market 


available to Canadians other than the United 
States is very small because of the transpor- 
tation factor mentioned here. We are able to 
ship some highly specialized salt—highly 
manufactured and having specialized pack- 
ages-—into some areas in small tonnages, but 
generally our export market is the United 
States and I believe it will be for a long time 
to come, with existing facilities. If we per- 
haps were able to get facilities in other areas, 
with ocean freight going down because of 
large bulk carriers, the picture might change, 
but not in the foreseeable future. 


@ 1700 


The Chairman: Thank you very much, gen- 
tlemen. We seem to have completed the list of 
people who have questions or comments to 
exchange with you. I think members have 
gained a better understanding of not only 
your industry but, more importantly, the con- 
cerns which you feel are related to the tariff 
changes arising out of the Kennedy Round 
agreements, and perhaps equally important, 
the officials have had a better opportunity to 
understand these concerns on your part. Let 
us hope they will remain in close touch with 
you on these matters and vice versa. So that 
with respect to Dr. Annis’ responsibilities, if 
the injury section of the GATT agreement 
seems to become relevant in the future, prop- 
er action can be taken. With respect to Mr. 
Burns’s department, it, of course, is in an 
immediate position to assist you in hopefully 
expanding your share of the export market. 
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Mr. Burns: Mr. Chairman, we are particu- 
larly interested in getting as much detailed 
information as possible on the kind of non- 
tariff obstacles that are faced by Canadian 
salt producers. I think one of these gentlemen 
mentioned a ruling in New York State. I do 
not know whether they have discussed this 
with us but there may be some opportunity 
for us to help ease that situation. 


The Chairman: Through your trade com- 
missioner services, and so on? Of course, Mr. 
Drahotsky’s department is interested in 
improving technological capacity, and so on, 
although I think the gentlemen before us are 
quite skilled in any event. As Mr. McKinley 
has done, I should make a declaration that 
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has been implicit in some of my own com- 
ments because the Ojibway mine is part of 
the area which I represent and naturally I am 
not without concern about the _ possible 
implications. So let us hope that the worst 
does not take place and the optimistic fore- 
casts of the officials will prove to be the case. 
Obviously, it also is very essential that close 
contact be maintained between you gentlemen 
and the departments concerned 


Thank you very much for giving us the 
benefit of your views today. We are now 
adjourned until Tuesday morning at 11.00 
a.m. when we will hear from the Canadian 
Manufacturers’ Association and Electrohome 
Industries. 
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APPENDIX ”R” 


THE CANADIAN CHEMICAL PRODUCERS’ 
ASSOCIATION 


SUBMISSION TO THE STANDING 
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SUMMARY OF SUBMISSION 


While some products will gain some export 
benefits, some will gain in exports but lose 
domestically and others will lose in their 
share of the basic home market, on balance 
the Canadian chemical industry will lose by 
the Kennedy Round. The Standing Committee 
can, however, greatly influence the degree of 
the impact of the Kennedy Round on the 
industry by recognizing the problems in and 
taking action on the following areas: 


1. The rates on chemicals and plastics 
agreed to by Canada in the Kennedy 
Round were upper limits only. The actual 
rates that will apply on commercial 
transactions are still unknown by the 
industry. 


2. A completely new Canadian tariff on 
chemicals and plastics is to be introduced 
by July Ist, 1968. No further concessions 
below the rates actually negotiated 
should be made therein. 


3. The statutory rates on the products 
not currently made in Canada and on the 
products of the future should be the same 
as those on products made in Canada. 
Provision for entry of such products at 
reduced rates should be made only 
through temporary items by Order-in- 
Council so that the privilege can be 

rescinded promptly, 


stances change, without the need for an 
Act of Parliament. 


4. The Canadian anti-dumping legisla- 
tion and its administration should pro- 
vide quick and effective application of 
dumping duties on every case of injuri- 
ous dumping, including the first offence. 


INTRODUCTION 


The Canadian Chemical Producers’ Associa- 
tion represents 46 companies that produce 
ninety percent of chemicals made in Canada. 
The members range in size from small, pri- 
vately owned firms to some of the larger 
companies in Canadian industry. Their assets 
total 2% billion dollars and they employ some 
74,000 persons in all parts of the country. 


The overriding concern of our Association 
is growth—of the Canadian economy and of 
chemicals within the economy. The chemicals 
sector is basic in the industrial structure, per- 
vasive in its inter-industry relations, and char- 
acterized by rapid technological change. It 
is, therefore, potentially a major vehicle of 
economic growth. The chemical industry in 
Canada has indeed contributed to the nation’s 
growth. Production in volume terms during 
the past decade has expanded at an average 
annual rate of about six percent. Direct 
effects in terms of employment and living 
standards are significant. The indirect benefits 
multiplied throughout the economy constitute 
an even greater contribution. 


Even though the growth of chemical in 
Canada has been above the national average, 
the industry has not been the dynamic pace- 
setter which it has been in other industrial- 
ized countries. Production has advanced less 
rapidly during the past decade than that in 
any other of the sitxeen countries of the Or- 
ganization for Economic Co-operation and 
Development.’ Imports of chemicals into 
Canada have increased more rapidly than 
have exports from Canada, so that imports 
now stand at a level almost twice the value of 
exports. 


1Ranked in order of percentage change from 
1958 to 1965, the O.E.C.D. members are: 

Spain 287, Japan 244, Italy 235, Switzerland 231, 
Netherlands 231, Germany 214, Belgium 204, Austria 
200, France 193, Ireland 191, Greece 184, United 
States 173, Norway 163, United Kingdom 162, Canada 
155, Denmark, being based on 1961 figures rather 


when the circum-than 1958, stands at 140 percent. 
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An uncertain business environment now 
weighs heavily on the chemical industry. The 
structure of future tariff rates, the subject of 
study by the Tariff Board, has been in sus- 
pension for twelve years. Added to this is the 
whole problem of uncertainty imposed upon 
the industry as a result of the Kennedy 
Round. The chemical industry does not know 
the actual tariff rates that will be imposed; 
the industry does not know the legislation 
that will be introduced in Canada to imple- 
ment the international anti-dumping code. 


We welcome this Committee’s review of the 
Kennedy Round and our opportunity to 
appear before it. We will, in this brief, 
address ourselves to three topics which, in 
our opinion, must be given serious considera- 
tion by this Committee. The topics are: 


1. The Round 
Negotiations 


Kennedy Rate 


2. The New Tariff on Chemicals & Syn- 
thetic Resins 


3. Anti-dumping Legislation 


1. The Kennedy Round Rate Negotiations 


Chemicals 


Canada agreed to cut the 20 percent rate 
generally applicable on Canadian chemicals 
by one quarter, to a ceiling of 15 percent. The 
United States agreed to cut its rates on most 
chemicals in half, the reduction being staged 
over a five year period. There is a wide dis- 
parity in the level of United States rates on 
chemicals. Some rates are low and the Ken- 
nedy Round reductions thereon will permit 
imports; however, many United States rates 
were prohibitive before the Kennedy Round 
and will remain prohibitive even after the 50 
percent cut. In contrast, Canada has under- 
taken that no Canadian chemical shall have a 
rate in excess of 15 percent. 


The E.E.C. agreed to a cut of one-fifth from 
levels of around 20 percent. It also agreed to 
further cuts provided the United States 
repeals the American Selling Price (ASP) 
provision for valuation. The repeal of ASP 
can only be enacted by Congress and it is by 
no means certain that the United States Con- 
gress will agree. It has until 1970 to decide. 
Canada, in contrast, will make its total com- 
mitment in one step effective July Ist, 1968. 


Synthetic Resins 

The production of synthetic resins, com- 
monly known as plastics, is one of the great- 
est growth areas. This is recognized through- 
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out the world and other _ industrialized 
countries have long taken steps to safeguard 
this fastest growing segment of their chemical 
industry. While their concessions followed the 
same pattern as on chemicals, the E.E.C. was 
working from a level of around 20 percent 
and the United States was working from lev- 
els of around 25 to 35 percent. Canada, 
however, entered the Kennedy Round with 
rates of 0 percent to 74 percent on basic 
resins and agreed to a ceiling of 10 percent 
on basic resins. The Canadian ceiling rates on 
synthetic resins under the Kennedy Round 
were set too low for sound growth. They 
should have been more in line with those of 
the major world producer and exporter of 
resins to Canada—the U.S.A. 


The Kennedy Round was intended to be a 
two-way street. It was supposed to enlarge 
the opportunities for Canada to export. In 
return, it made conditions easier for other 
countries to export to Canada. The Kennedy 
Round agreements may have the desired 
effect for some industrial sectors, particularly 
those exploiting natural resources. The street, 
however, will not be two-way for chemicals 
and synthetic resins. Exports of chemicals 
and synthetic resins from Canada will not be 
substantially increased as a result of the Ken- 
nedy Round, whereas imports into Canada 
will be. Canada’s already serious imbalance of 
trade in chemicals will be further aggravated. 


The situation on Canadian chemicals and 
allied products is unique. Not only are the 
ceiling rates agreed under the Kennedy 
Round coming into effect July Ist, but so also 
is a whole new Canadian chemical tariff clas- 
sification and rate structure. The Canadian 
chemical industry is the only industry of all 
the industries and countries participating in 
the Kennedy Round that still does not know 
what tariff rates will apply on its products. 
We know only that the rates will not be more 
than the bound ceilings. 


2. The New Tariff on Chemicals and Syn- 
thetic Resins 


Since Canada has agreed to the ceilings on 
both chemicals and synthetic resins, there 
may be little that the Standing Committee 
can do about them. There is, however, a great 
deal that the Committee can do within this 
framework on the new chemicals and allied 
products tariff schedule both in format and 
on rates. 


The Tariff Board recommendations, if 
adopted without major modification, would 
discourage the manufacture of new products 
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in Canada. This is exemplified in its recom- 
mendation that the statutory rates on all syn- 
thetic resins, that are not as yet produced 
here, be Free for both the B.P. and M.F.N. 
countries, and that the statutory rates on all 
chemicals not currently made in Canada be 
Free for B.P. countries. 


It is unrealistic to expect that prospective 
producers of new products, faced with the 
alternatives of putting a plant in Canada, the 
U.K., Europe, Japan or the U.S., will select 
Canada as the best site, if Canada has zero 
rates. By going elsehwere, they can not only 
enjoy first call on a larger home market 
available preferentially because of existing 
tariff rates, but can enjoy the unprotected 
Canadian market as well. 


The Tariff Board’s proposed “solution” for 
obtaining rates on new products prompily is 
to destroy the one area of flexibility in the 
current tariff, viz., the made-in-Canada con- 
cept, without offering a suitable mechanism 
as replacement. It proposes going through a 
Tariff Board Reference, a subsequent study 
by the Department of Finance and, finally, an 
Act of Parliament. Practical experience has 
shown this a very cumbersome, time-consum- 
ing, costly, and uncertain process. There are 
products for which a tariff rate was warrant- 
ed and requested before Reference No. 120, 
i.e., before 1956. Twelve years later they are 
still awaiting adequate tariff treatment by 
this route—scarcely a prompt or efficient 
procedure. The industry requires a procedure 
similar in effect to the new administrative 
device which the government is creating for 
handling the duty on machinery, viz., to be 
able to assess duty on made-in-Canada or 
competitive products while not unduly penal- 
izing someone who wishes to use a non-com- 
petitive, not made-in-Canada product. 


Here is what the Committee can still do 
within the limits of the Kennedy Round 
agreements to foster a sound expanding 
chemical and plastics industry in Canada: 

A. Recommend that in the new tariff of 
July ist 1968 the maximum rates per- 
missible under the Kennedy Round be set 
as statutory rates for essentially all 
chemicals and plastics. 

B. Recommend that there be a simple 
mechanism whereby a chemical can be 
temporarily accorded a lower rate of duty 
by Order-in-Council for as long as it is 
not competitive with Canadian products. 
27840—4 
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3. Anti-Dumping Legislation 

Canada subscribed to an International Code 
on anti-dumping in the Kennedy Round. This 
will require new Canadian legislation which 
is to be operative by July 1, 1968. Our great- 
est concern about the Kennedy Round is 'the 
wording and administration of this legislation. 


Major participation in one’s home market is 
almost universally a ‘prerequisite for the 
building of a strong industry. Article VI of 
the G.A.T.T., itself, condemns dumping if it 
causes or threatens material injury to an 
established industry or materially retards the 
establishment of a domestic industry. The 
code on the other hand is primarily an instru- 


ment for facilitating dumping without 
penalty. 
No other country in the world has the 


dumping problems that compare with those of 
Canada. We are sufficiently close to our larg- 
est trading competitor that transportation is a 
minimal barrier We are sufficiently different 
in climate and fashion, that over-production 
and ends-of-runs can conveniently be dis- 
posed of here. A surplus of 2 or 3 per cent of 
U.S. production of a chemical can take over 
30 or 40 per cent of the Canadian market. 


These are some of the reasons why Canada 
was the first country in the world to require 
and to institute anti-dumping legislation some 
sixty years ago. Measures that may be ade- 
quate elsewhere are not necessarily adequate 
here. Yet, the content of the code largely 
reflects the interests of our competitors, not 
of Canada. 


The code requires evidence both of dump- 
ing and injury-dump being measured on the 
basis of information internal to the country of 
export, injury being measured in Canada. We 
fear that problems of data collection will be 
virtually insurmountable because of the 
volume of dumping cases that we foresee and 
the time limitation on investigation. Problems 
of establishing criteria for injury and of iso- 
lating causes of injury are not more amenable. 
Measurement is so difficult and injury so 
nebulous, we fear that cases of dumping can 
be resolved only through recourse to adminis- 
trative rules-of-thumb and legal conventions. 
But, a body of regulations, administrative 
experience, and precedent will require years 
to be formulated. Furthermore, there may be 
loopholes due to the scope for product- 
differentiation, a particular difficulty among 
chemicals. 


In the government release announcing the 
International Code, the statement was made 
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that the “Code provides that Canada...has 
the right to apply anti-dumping duties quick- 
ly and effectively when dumping injures 
domestic producers...”. Examination of the 
code, however, suggests that, since both 
dumping and injury have to be determined at 
the time of entry and dumping duty cannot 
be retroactive in most cases, the first dump, 
in fact, will normally go unpunished, in 
conflict with the spirit of Article VI, and to 
the detriment of Canadian producers. Consid- 
ering the latitude for minor variation among 
chemical products, we anticipate the proba- 
bility of a sufficient number of first “bites” to 
severely damage the industry. We believe, 
therefore, that one defence of Canadian 
industry may well have been sacrificed. 


The Minister of Finance made a statement 
on July 10th 1967 which said that where 
dumping has caused or threatens to cause 
damage to domestic industry, “your govern- 
ment intends to see to it that in Canada anti- 
dumping duties are quickly and effectively 
applied”. 

We whole-heartedly support this objective 
but feel that the greatest skill and care in 
drafting the new legislation will be required 
for the administration to be permitted by law 
to achieve it. It is equally important that the 
legislation clearly express the objectives for 
the guidance of the administering authorities. 
Without the will to enforce it, the best of 
legislation is valueless. If this legislation is 
weak or is not vigorously administered, the 
harm to Canadian workers’ jobs and to 
Canadian production will be incalculable. Any 
benefits that might have been derived from 
rate negotiations could be completely wiped 
out if injurious dumping is not effectively 
prevented. 

We therefore urge that the proposed 
Canadian legislation on anti-dumping be 
referred to Parliament and the Standing 
Committee without delay. We request the 
opportunity to present a further submission 
when the draft legislation has been made 
public and the Standing Committee has this 
vital matter under detailed study. 


CONCLUSION 

The optimism which surrounded the Ken- 
nedy Round negotiations has turned to pessi- 
mism in many areas of world trading 
conditions. 


The agreement on the part of the European 
Economic Community to reduce tariffs on 
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chemicals beyond the initial 20 percent, is 
predicated on the removal of the American 
Selling Price (A.S.P.) provision from the U.S. 
Tariff. A.S.P. was inaugurated in 1922 to pro- 
tect benzenoid chemicals, and its removal will 
require Congressional approval. The U.S. 
Congress in the Fall of 1967 was not disposed 
to trade liberalization, but, on the contrary, 
proposed a large volume of bills placing 
quotas on imports. We do not yet know 
whether these will materialize. 


Time has brought financial difficulties for 
Canada, for the United Kingdom and the 
sterling area, for the United States. It has 
brought the irritant to North America of the 
system of value-added taxes in the European 
Economic Community, a system which dis- 
criminates. against the trade of countries 
which rely more heavily on corporate income 
taxes rather than indirect taxes. It has 
brought threats from the United States and 
Canada of export subsidies and import taxes. 
It has brought restrictions on U.S. investment 
abroad. It has brought the prospect of tighter 
capital markets in Europe and Canada, and of 
at least some world-wide deflation. 


The Kennedy Round results and subsequent 
developments indicate the need for flexibility 
in Canada. Commercial success is not only a 
matter of international goodwill. Any steps 
taken should be in response to reciprocal 
action on all sides. We urge Canada not to 
lower chemicals tariffs completely and irrevo- 
cably on a unilateral basis. We urge the 
examination at an early date of the new 
Canadian legislation on anti-dumping, and the 
establishing of its consequences before the 
legislation is brought into effect. 


The Canadian chemical industry has been 
growing at a rate of about 6 percent, and the 
total domestic Canadian chemical market in 
1966 was $2.1 billion. Assuming that the gross 
national product advances at the forecast rate 
of 5.5 per cent per annum, it is estimated that 
by 1975 the Canadian market for chemicals 
will be $4.2 billion. If the productivity of 
Canadian chemical workers continues to 
increase at the rate of 5 percent per annum, 
as it has over the past 15 years, by 1975, if 
the total Canadian market were supplied by 
Canadian production, employment could 
increase from its present level of 74,000 to 
102,000. These people, of course, represent a 
level of skills and income above the average 
for Canadian manufacturing industry. How 
closely we approach this level of 102,000 jobs 
in the chemical industry will depend on the 
economic environment, two very significant 
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aspects of which are tariffs and anti-dumping 
legislation. We would urge that the Standing 
Committee recognize the close relationship 
between adequate tariffs and anti-dumping 
legislation and job opportunities in the chemi- 
cal industry. 
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There can be no doubt as to the kind of 
benefit Canada derives from a strong second- 
ary industry. We urge that this benefit not be 
lost from sight as the Standing Committee 
brings forth its recommendations on the Ken- 
nedy Round in the world of today. 
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APPENDIX 5 


DEPARTMENT OF TRADE AND 
COMMERCE 


OTTAWA 4, January 31, 1968 


Mr. Herb Gray, M.P., 

Chairman, 

Standing Committee on Finance, 
Trade and Economic Affairs, 

House of Commons, 

Ottawa. 


Dear Mr. Gray: 

In the course of the proceedings of the 
Standing Committee on Finance, Trade and 
Economic Affairs on the Kennedy Round last 
week, several questions were raised pertain- 
ing to the European Economic Community’s 
import quotas on certain products, Canadian 
exports of uranium to the United States, the 
Brussels Tariff Nomenclature, and Canadian 
trade relations with South Africa. Replies to 
these questions are attached. 


Yours faithfully, 


M. Schwarzmann, 
Assistant Deputy Minister 
(Trade Policy). 


Total Canadian Exports to EEC .... 
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(B) Wood pulp 

In the Dillon Round, the EEC bound a 
duty-free quota of 1,935,000 metric tons for 
chemical wood pulp. This concession contin- 
ues and, in addition, the EEC will be reduc- 
ing its tariff from 6% to 3% as a Kennedy 
Round reduction. 

This quota is global and open to imports 
from all sources. There is no formal allocation 


1. EEC Quotas 

(A) Aluminum 

As a Kennedy Round concession, the Euro- 
pean Economic Community will establish, 
effective July 1, 1968, a bound 5% annual 
tariff quota of 130,000 metric tons. The non- 
quota rate will remain unchanged at 9%. The 
quota will be a global quota, open to export- 
ers on a first come first served basis. On the 
internal allocation of imports, no decision has 
been taken yet by the EEC Council of 
Ministers. 


In recent years Germany and the Benelux 
countries have imported aluminum at the 5% 
rate under autonomous or unbound quotas 
agreed to by the EEC. These imports in 1967, 
unchanged from 1966, were: 


Metric Tons 


CET tog ewe ee 121,000 
Belgium-Luxembourg .. 35,000 
Netherlands) .jm .résemme 13,000 


Canadian exports of aluminum to the EEC 
in 1966 and the first nine months of 1967 were 
as follows: 


Jan.-Dec. Jan.-Sept. 
1966 1967 
34,700 short tons 32,500 short tons 
S00". "s Teo res - 
2,000 “ =f 2,200 “ os 
1%, 200 ae ° 14,400 “ as 
9.200. 0% 6300.7 a ot 
2,200" rf 2, 10GeETs “* ve 


of the quota among the member countries of 
the EEC. The member countries are, howev- 
er, obliged to inform the EEC Commission of 
their duty-free imports. The GATT commit- 
ment establishes a minimum guaranteed free 
entry quantity. It is not excluded that addi- 
tional quantities of wood pulp may also be 
imported duty-free, on an autonomous or 
unbound basis. 
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Chemical Wood Pulp 


Total Canadian Exports to EEC .... 
Belgium-Luxembourg 
France 
Germany 
Italy 
Netherlands 


eo eoe sees 
eoecece ero ee ee eee eee eer eo ee 
oe eee ere ere reer eevee 
Ol 10 (e)' 6 10) e,Je) © 9 6) 0 16, enehist eile 0 (0 © 6 0 0 © 


(C) Newsprint 

In the Kennedy Round, the EEC bound 
duty-free entry for 625,000 metric tons of 
newsprint. As in the case of aluminum, the 


Germany 
France 


Arrangements for the allocation of the 
bound quota among EEC members have not 
yet been announced. It is not expected that 


Total Canadian Exports to EEC .... 
Belgium-Luxembourg 
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2. Uranium 

According to Canadian export statistics, 
almost $14 million in radioactive ores and 
concentrates were exported to the United 
States in 1966. The bulk of this trade was 
probably carried out under the original war- 
time sales contract which expired in 1966. 
Exports for the first nine months of 1967 are 
valued at $1 million, compared to $11.6 mil- 
lion in the same period in 1966. 


There are no prohibitions on the export of 
radioactive materials to countries with whom 
we have arrangements to ensure that the 
material is used for peaceful purposes. We 
have such an arrangement with the United 
States. 
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Jan.-Dec. Jan.-Sept. 
1966 1967 
303,500 short tons 355,500 short tons 
16,700“ 9,500 “ 5 
2900" “ " 36,300 “ b 
103,300, ,.. ‘‘ 6 113,400 “ 
92,700 Gxt i 128,700, ..‘ ae 
59,700. «< at 67,600 “ se 


Se 


EEC has had autonomous duty-free quotas for 
newsprint for some years. In 1966 and 1967 
this quota was used as follows: 


Metric Tons 
550,000 
115,000 


665,000 


there will be any allocation of the quota 
among exporting countries. 

Canadian exports to the EEC in 1966 and 
1967 were: 


Jan.-Dec. Jan.-Sept. 
1966 1967 
71,600 short tons 60,100 short tons 
7,600 66 66 1,100 66 66 
58,800 “ oy 38,200 << ff 
5,200.4 ass ‘§ 20,800 < ve 


In addition to commercial sales which may 
be made to the United States, there is some 
movement to the United States of radioactive 
materials for toll enrichment and return to 
Canada or to third countries where nuclear 
safeguard arrangements are in force. 


83. Brussels Tariff Nomenclature 

The Brussels Tariff Nomenclature does not 
contain a final basket item analogous to that 
in the Canadian tariff. Rather, basket items 
are found within individual chapters. 


4, Canada-South Africa Trade 
Canadian-South African trade relations are 
governed by the Trade Agreement of 1932. 
Under the terms of the Agreement Canada 
receives tariff preferences on specified items. 
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In exchange South African goods enjoy pref- ing table gives the major trade items on 
erences in the Canadian market. The follow- which Canada receives preferences: 


' wand Canadian Exports 
Preferential Via: * * ($¢ Can.) 


Item Rate Rate 1966 
(Specific rates are in S.A. cents) 

Canned Salmon 125¢ per 100 Ib. 250¢ per 100 lb. 316,980 
Canned Sardines 125¢ per 100 lb. 250¢ per 100 lb. 216,987 
Coniferous 

lumber 1455¢ per 100 cu. ft. 1500¢ per 100 cu. ft.) 2,969,306 

free 45¢ per 100 cu. ft./ 

Deciduous 

lumber free 2% 215,742 
Newsprint free 5% 2,791,024 
Copper pipe 

fittings 15% 20% 114,606 
Hand tools free 3% 386,726 


Since 1932 the preferential schedules have review-in-depth of the Agreement. 
been amended by exchanges of letters. Major Canadian exports to South Africa 
However, there has been no renegotiation or are as follows: 


Jan.-Oct. 
Item 1965 1966 1967 
($000 Can.) 

Wheaha?. Aer... te. 24 BeGl RT —— 6,913 15,619 

Sulphwegee osc ss noe See 1,761 3,361 2,108 

EAD a tet Bhs oat ee to05 3,070 ae bk 

ING WSDETIL POA DEL | leo Sarita ware ot 7,799 2,791 943 

Aluminum “ingot... 5426. es eee 10,493 OCP EOS 7,816 

Passenger automobiles ......... 18,012 17,068 7,379 
Parts and accessories for automo- 

AIO S npneinoranertennecnpntire ni se~ate aon aa as 5,651 4,595 2,966 
Total all Canadian exports to 

South LAfri¢an?? 2), MORAG 76,226 74,393 64,804 
Total Canadian imports from 

South’ “Africd 907 OF, y WP Hiey 27,113 27,641 23,837 


South Africa has been a party to the Gen- 
eral Agreement since 1948 and participated in 
the Kennedy Round. 
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APPENDIX “T” 


MEMORANDUM REGARDING 
SECTION 6 OF THE CUSTOMS TARIFF ACT 
- DUMPING DUTY - 


The main provisions of section 6 of the 
Customs Tariff Act have been in effect since 
1904; since 1904 provision was made for 
allowing duty and taxes for dumping duty 
purposes. 


Section 6 of the Customs Tariff Act enables 
Customs Appraisers to collect special or 
dumping duty when the selling price to the 
purchaser in Canada is less than the “value 
for dumping duty purposes” on the date of 
order, on goods of a class or kind made in 
Canada. 


The value for dumping duty purposes is the 
value for regular duty purposes less the 
allowances authorized to be deducted, from 
the value for regular duty purposes, under 
the provisions of section 6 of the Customs 
Tariff and the regulations made under the 
section. 


The valuation sections of the Customs Act, 
now sections 36 to 41A, define dumping. Each 
one of the valuation section of the Customs 
Act plays a part in defining “dumping”. 
ivery time a valuation section of the Customs 
Act was changed or repealed and a new 
valuation section inserted in its place, the 
definition of dumping was changed. 


In the past ten years, dumping has been 
re-defined six (6) times, i.e., 1948 c. 41, 1949 
(2nd session) c. 14, 1953-54 c. 3, 1955 c. 32, 
1958 c. 26, 1965 c. 16. 


There has been a long history of “class or 
kind”. The phrase first appeared in enumera- 
tions (tarif items 291 and 327) of the Customs 
Tariff in 1890. The phrase “ class or kind” has 
not had a different meaning depending on 
whether the purpose was for tariff classifica- 
tion or the application of dumping duty. 


I believe it would be of interest to the 
Committee to know that dumping duty is 
paid on few importations. It is not paid by 
the same importer a second time. An exporter 
does not knowingly show a value and a sell- 
ing price that results in dumping duty being 
paid. 


It is the practice of exporters to show a 
value and a selling price that will not attract 
dumping duty. 


Some importers in Canada will order goods 
through an affiliated company located outside 
Canada. The goods are purchased by the 
affiliated company at a price that is less than 
the value for dumping duty purposes. The 
affiliated company will prepare the customs 
invoice will be higher than the price paid by 
and selling price shown on the customs 
invoice will be higher tyan the price paid by 
the affiliated company and sufficiently high 
not to attract dumping duty. 


Such transactions result in the difference 
between the affiliated company’s purchase 
price and selling price—the profit staying 
with the affiliated company outside Canada. 


Dumping duty payable results from re- 
appraisal, after importations, by Customs Ap- 
parisers. In many, if not in most, cases Cus- 
toms makes investigations prior to importa- 
tion and advises the exporter as to the value 
of dumping duty purposes as well as to the 
value for regular duty purposes. 


The Dominion Customs Appraisers in Ot- 
tawa, on valuation work, have marked power 
for the work they do. The Valuation Section 
of Customs has been responsible for apprais- 
als for regular and dumping duty purposes 
since 1904. 


The anti-dumping code approved at the 
GATT has valuation provisions that require 
determinations as to the value for dumping 
duty purposes. The valuation provisions of 
the anti-dumping code are, in our opinion, by 
far the most important concessions that 
exporters to Canada and importers in Canada 
have received in the Kennedy Round. Be- 
cause, the anti-dumping code agreed to the 
GATT provides: 

“In order to effect a fair comparison 
between the export price and the domes- 
tie price in the exporting country (or the 
country of origin) or, if applicable, the 
price established pursuant to the provision 
of Article VI: 1(b) of the General Agree- 
ment, the two prices shall be compared 
at the same level of trade, normally at 
the ex factory level, and in respect of 
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sales made at as nearly as possible the 
same time. Due allowance shall be made 
in each case, on its merits, for the differ- 
ences in conditions and terms of sale, for 
the differences in taxation, and for the 
other differences affecting price compara- 
DEITY. » . ns 


Many of the major importers of finished 
goods for sale and distribution in Canada are 
“warehouse distributors” selling to wholesal- 
ers, chain stores and department stores. A 
like class of trade does not exist in Europe 
and only in a few cases in the United States. 
European and United States manufacturers 
have their own warehousing facilities and 
selling organizations, delivering and selling to 
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chain, department and retail stores in their 
home markets. 


The anti-dumping code should provide fair 
and equitable treatment to importers at all 
levels of trade in Canada. 


“Class or kind” is not a test in the anti- 
dumping code. The new test is “like product’, 
i.e., alike in all respects to the product under 
consideration, or, in the absence of such a 
product, another product which, although not 
alike in all respects, has characteristics close- 
ly resembling those of the product under 
consideration. 


The new test in new “machinery” tariff 
item 42700-1 is not “class or kind’, it is not 
“like product’, it is something different. 


February 1, 1968 
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APPENDIX U 


BRIEF SUBMITTED TO TARIFF SECTION, 
DEPARTMENT OF FINANCE RE: KEN- 
NEDY ROUND TARIFF NEGOTIATIONS 
TARIFF REFERENCE NO. 120—CHEMI- 
CALS—SODIUM CHLORIDE—SALT 


A JOINT SUBMISSION BY THE SALT 
INDUSTRY OF CANADA: CANADIAN 
SALT COMPANY LIMITED; DOMTAR 
CHEMICALS LIMITED—SIFTO SALT 
DIVISION 


January 9, 1968 


The intention of this brief is to provide the 
Tariff Section, Department of Finance with a 
factual background of the Canadian Salt In- 
dustry with supporting statistics. It is also 
intended to outline the policy which the 
industry recommends should be adopted with 
respect to tariffs affecting the industry. 


A more complete background of the indus- 
try, together with supporting statistics, is 
contained in Appendices Number One and 
Two. 


Canadian Sale Industry 

The salt industry in Canada has developed 
from a number of small plants, at the turn of 
the century, producing a low quality grainer 
salt in open vessels, to large, complex opera- 
tions manufacturing a high quality product 
by vacuum evaporation or a lower grade prod- 
uct by underground mining. Today, two 
companies operate seven evaporator plants 
and three rock salt mines in Canada with an 
estimated investment approximating $35,000,- 
000 to $40,000,000. The evaporator plants are 
located in the provinces of Nova Scotia, On- 
tario, Manitoba, Saskatchewan and Alberta, 
while the mines are located in the provinces 
of Ontario and Nova Scotia. 


The Canadian industry shipped approxi- 
mately 2,764,000 tons of dry salt with a valua- 
tion of approximately $23,000,000 in 1966. In 
addition, another 1,727,000 tons of salt were 
produced as brine, giving total shipments of 
4,491,000 tons. 


Prior to 1956 Canadian rock salt production 
was limited to a small mine at Malagash, 
Nova Scotia. Between the years 1956 and 


1961, three new mines with capital invest- 
ments totalling $23,000,000 were developed to 
meet expanding ice control and chemical 
markets. 


The industry employs 1,300 men and 
women to produce and market salt in Canada. 
In municipalities where salt operations are 
located, many of the plants are the major 
contributors to the economy of the communi- 
ty. Although no firm statistics are available, it 
is estimated that Canadian truck, rail and 
vessel carriers share $15,000,000 annually 
through the transportation of salt. 


Federal and Provincial Governments 
benefit from the salt industry by the collec- 
tion of royalties. Eighty-five percent of the 
domestic rock salt tonnage is produced in On- 
tario and royalty payments from five percent 
of the total dry mining cost. In evaporator 
operations, royalty payments are not applica- 
ble in Ontario and Manitoba. In the remain- 
ing producing areas royalty payments form 
two point four percent of the bulk salt cost in 
Nova Scotia, nine percent in Saskatchewan 
and five percent in Alberta. 


Salt is a relatively low priced commodity 
and in many instances, shipping costs account 
for the major share of customer expense. It is 
this factor which usually controls the extent 
of Market participation by a producing 
location. 


REGIONAL MARKETS 

The consumption of salt in Canada by 
major trade or industrial category is shown 
on Page 3, Table 1 of Appendix 1. In Table II 
on Page 3 of Appendix 1, the salt consumed 
in the five regional areas of Canada is shown. 
Table III on the same page shows (a) the 
percentage of total imports consumed in the 
respective areas (b) sources of imports; and 
(c) the percentage of imports to the total 
regional markets for the types of salt 
consumed. 


COMPETITION AND NEED 
FOR PROTECTION 

Solar salt, rock salt and vacuum salt are 
the three major types of salt sold in Canada. 
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Solar salt which is produced cheaply in hot 
dry climates from sea water competes inter- 
nationally for fish, chemical and ice control 
markets. 


Rock salt, a product of direct mining opera- 
tions, is widely used for chemical plants and 
ice control. With production costs of rock salt 
considerably higher than solar salt, the pro- 
duct is competitive only in Canada and the 
United States. 


Vacuum evaporated salt, which is closely 
controlled for standards of purity, is directed 
to markets where quality products are of 
greater importance, including food processing 
and table salt. Because of its higher produc- 
tion costs, this product is seldom competitive 
on international markets. However, on a 
regional basis, competition is possible and 
trading exists between the United States and 
Canada. 


According to statistical reports for 1966, the 
total Canadian consumption of dry salt was 
approximately 2,640,000 tons. Market determi- 
nations indicate 509,000 tons, or 19.2%, were 
imported from foreign countries. It is estimat- 
ed that 496,000 tons of the imported salt 
entered the country in bulk form. The 
Canadian bulk salt consumption was approxi- 
mately 2,000,000 tons and it is evident, there- 
fore, that foreign producers enjoyed approxi- 
mately 24.8% of the bulk salt market in 
Canada. 


It is estimated that 338,000 tons of solar salt 
entered British Columbia from the United 
States, British West Indies, and Mexico in 
1966. In addition, 33,000 tons of this product 
entered the Maritimes and Newfoundland 
from Spain and the West Indies. 


Rock salt is imported into Canada from Mi- 
chigan, Ohio and New York. American 
exports to Canada of 171,000 tons of bulk salt 
amounted to 8.5% of the Canadian bulk salt 
consumption in 1962. By comparison, the 
American bulk salt consumption was approxi- 
mately 10,000,000 tons with Canadian produc- 
ers exporting approximately 633,000 tons 
representing 6.4% of the market. 


Prior to 1956, one American producer 
enjoyed the major share of the Canadian rock 
salt market and no rock salt was exported 
from Canada. In 1956, the Canadian Salt 
Company Limited opened a mine at Ojibway, 
Ontario and in late 1959, Domtar Chemicals 
Limited, Sifto Salt Division, opened a mine at 
Goderich, Ontario. With the opening of these 
two mines, imports of American rock salt 
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were reduced from a high of 304,000 tons in 
1954 to 35,000 tons in 1960; they are now 
increasing, and in 1966 were approximately 
135,000 tons. 


The Canadian ice control market amounted 
to 533,000 tons in 1960 and American produc- 
ers shipped 16,000 tons of ice control salt into 
this market. By 1966, the ice control market 
had grown to 1,175,000 tons and one Ameri- 
can producer exported 135,000 tons of rock 
salt to Canada for ice control purposes. It is 
apparent that American participation in the 
Canadian ice control market has grown from 
3% in 1960 to 12% in 1966. 


Between 1959 and 1966 the American dry 
salt market expanded by approximately 6,- 
000,000 tons. During this period, Canadian 
exports to the United States have held at 
approximately 4% of the market. It is there- 
fore evident that Canadian producers have a 
static share of the United States’ market 
while American producers are _ increasing 
their market share in Canada under existing 
tariff rates. 


With this situation, the Canadian salt 
industry would be seriously impaired if tariff 
rates are in imbalance favouring American 
producers. From Table 11, it is seen that 
approximately 70% of the total Canadian con- 
sumption is in the Provinces of Quebec and 
Ontario. American producers have acquired a 
Significant portion of these markets. An 
imbalance of tariffs will open the market to 
greater participation by American producers 
and adversely affect domestic producers. 


RECOMMENDATIONS 
Maintenance of a Canadian tariff on bulk 


salt, in view of maintenance of an American 


tariff, is considered essential for a healthy 
salt industry in Canada. It need hardly be 
argued that salt production in Canada, as 
elsewhere, is an essential industry, indeed a 
key industry. 

It will be noted that “salt, for the use of 
the sea or gulf fisheries’ enters Canada duty 
free from all countries. This is almost entirely 
low priced solar salt imported into New- 
foundland, the Maritime Provinces and Brit- 
ish Columbia. Domestically produced vacuum 
evaporated fine salt is now striving to com- 
pete with these imports into the East Coast 
from plants located at Nappan and Pugwash, 
Nova Scotia. Some success has been achieved 
where quality of salt is a factor, but price 
still presents a difficult barrier to overcome. 
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With foreign producers enjoying 19.2% of 
the total Canadian market and 24.8% of the 
bulk salt market, it is evident that present 
tariff rates permit an active degree of foreign 
competition. 


Salt is a relatively low cost commodity, and 
in many instances, shipping costs account for 
a major share of customer expense. Through 
the proximity of Canadian mines to some 
American markets, this has permitted the 
present degree of participation in United 
States’ markets. If Canadian tariffs are 
removed, and an American tariff retained, 
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Canadian participation in the United States’ 
markets would not increase but American 
participation in Canadian markets could show 
a large increase. 


A marked decrease in tonnage would 


‘sharply increase Canadian mining costs and 


this, coupled with the additional depressive 
effect on prices, would seriously impair the 
domestic industry. 

Therefore, the Canadian Salt Industry 
recommends that the tariff on “Salt in Bulk”, 
item 92501-4, be reduced to the same level as 
the proposed American residual tariff. 
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APPENDIX I 
to Salt Industry Brief 


CANADIAN SALT INDUSTRY 


The salt industry in Canada has developed 
from a number of small plants producing a 
low quality grainer salt in open vessels, at 
the turn of the century, to large complex 
operations manufacturing a high quality prod- 
uct by vacuum evaporation or a lower grade 


Canadian Salt Company Limited 


Plants 


Windsor, Ontario 
Neepawa, Manitoba 
Lindbergh, Alberta 
Pugwash, Nova Scotia 


Mines 


Ojibway, Ontario 
Pugwash, Nova Scotia 


product by underground mining. Two compa- 
nies operate seven evaporator plants and 
three rock salt mines in Canada. The evapora- 
tor plants produce vacuum salt from brine 
while rock salt is mined directly from the ore 
bed by the room and pillar method. The loca- 
tions of the plants and mines in Canada are 
shown below. 


Product 


Vacuum-pan salt 
Vacuum-pan salt 
Vacuum-pan salt 
Vacuum-pan salt 


Rock Salt 
Rock Salt 


Domtar Chemicals Limited—Sifto Salt Division 


Plants 

Amherst, Nova Scotia 
Goderich, Ontario 
Unity, Saskatchewan 


Mine 
Goderich, Ontario 


Two other companies produce and market 
salt as a by-product of their operation. Allied 
Chemical Canada Limited, at Amherstburg, 
Ontario produces by-product salt from the 
Solvay process which produces sodium car- 
bonate as its primary product. Western 
Chemicals Limited, at Two Hills, Alberta, 
produce by-product salt from their vacuum 
evaporators which produce caustic soda as 
the primary product. 


The salt companies, including the by- 
product operations, shipped 2,764,000 tons of 
salt in 1966. Another 1,727,000 tons was pro- 
duced as brine giving total shipments of 4,- 
491,000 tons. 


Product 


Vacuum-pan salt 
Vacuum-pan salt 
Vacuum-pan salt 


Rock salt 


Prior to 1956, Canadian rock salt produc- 
tion was limited to a small mine in Malagash, 
Nova Scotia. In 1955, this mine produced 57,- 
000 tons of salt for distribution in the Mari- 
time Provinces and Quebec. Between the 
years 1956 and 1961, the mine at Malagash 
was closed and three new mines, with capital 
investments totalling $23,000,000 were deve- 
loped to meet expanding ice control and 
chemical markets. In municipalities where salt 
operations are located, many of the plants are 
major contributors to the economy of the 
community. 
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Federal and Provincial Gevernments benefit 
from the salt industry by the collection of roy- 
alties. Eighty-five per cent of the domestic rock 
salt tonnage is produced in Ontario and royal- 
ty payments account for three percent of the 
dry mining cost. For evaporator operations, 
royalty payments are not applicable in On- 
tario and Manitoba. Royalty payments from 
2.4% of the bulk cost in Nova Scotia, 9% in 
Saskatchewan and 6% in Alberta. 


The industry employs 1,300 men and 
women to produce and market salt in Canada. 
Although no firm statistics are available, it is 
estimated that Canadian truck, rail and vessel 
earriers share $15,000,000 annually through 
the transportation of salt. 
DISTRIBUTION PATTERNS AND MAR- 
KETS 

The following table denotes the consump- 
tion of salt in Canada by major trade or 
industrial category and by region; distribu- 
tion of imports is also shown. The total salt 
consumption in Canada has been estimated, 
using government and industry statistics for 
the year 1966, and from a knowledge of the 
Canadian Salt Industry. 
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TABLE I 
Chemical Industry . io ccc... lee 30.5% 
Ice Control— 

Highway, Roads, Streets ........ 44.5% 
Food Processing and Fishing Industry 9.5% 
Animal Feeds, Feed Mixes ........ 6.2% 
Gable Salt sires .esiescd. snond. bats 1.3% 
Water Softening; Hide Curing, Tex- 

tile, Miscellaneous Industry ...... 8.0% 


Table II shows the salt consumed in the 
five regional areas as a percentage of the total 
Canadian consumption. 


TABLE II 


% Total Consumption 
Maritime Provinces and 


Newfoundland ...... 9.1 
Quebecaim «9 boss. is Soue 
Ontario ti BASU Wak WW 36.5 
Prairie Provinces ...... 4) 
British Columbia ../... tS ea 


The five regional markets are all served to 
some degree by imported salt, as indicated by 
Table III which shows: (a) the percentage of 
total imports consumed in the respective 
areas, (b) sources of imports, and (c) the per- 
centage of imports to the total regional mar- 
kets for the types of salt concerned. 


TABLE III 


Regional Approx. % of 

Markets Total Imports 
Maritimes, Newfoundland 6 
Quebeons OF, WA, IVB27!. 6 
Ontario 2gQeixvgys. PLEUST A. 21 
Prairie Provinces ...... 1 
British Columbia ...... 66 


COMPETITION AND NEED FOR PROTEC- 
TION 

There are three major types of salt sold in 
Canada: 

(1) Solar Salt 

(2) Rock Salt 

(3) Vacuum Salt 


Although these products are the same 
chemically, each has a different degree of 
purity, and physical characteristics, which 
directs them to different markets. 


Solar salt, which is produced cheaply, in 
hot, dry climates, from sea water is relatively 


% Relation of 


Source of Imports to Total 
Imports Regional Markets 
U'S.A., "U.K:, B.W.1., Spain 14 
4 Ae ae 2 RO EEE PRET RS Foe & 
One crates teeters yn ote eres 10.6 
So tein -e 2ait att antec eindteanins 13 
U.S.A., Mexico, B.W.I. .... 93.0 


coarse and contains residual impurities. It is 
generally used in the salting of fish, in chemi- 
cal plants, and for ice control purposes. 


Rock salt, which is produced by direct min- 
ing, is a coarse product containing impurities, 
such as rock fragments and minerals, which 
cannot be readily removed. It is widely used 
in chemical plants and for ice control. 


Vacuum pan evaporated salt can be closely 
controlled for standards of purity. While it 
can be used for all purposes, which would be 
served by solar salt and rock salt, its higher 
production cost tends to direct it towards 
markets where standards of purity are of 


624 


greater importance, including food processing 
and table salt. 


According to statistical reports for 1966, the 
total Canadian consumption of dry salt was 
approximately 2,640,000 tons. Market determi- 
nations indicate 509,000 tons, or 19.2 per cent, 
were imported from. foreign countries. It is 
estimated that 496,000 tons of the imported 
salt entered. the country in bulk form. The 
Canadian bulk salt consumption was approxi- 
mately 2,000,000 tons and it is evident that 
foreign producers enjoyed approximately 24.8 
per cent of the bulk salt markets in Canada. 


In 1966, it is estimated that 338,000 tons of 
solar salt entered British Columbia from the 
United States, British West Indies, and Mex- 
ico. The major portion of this tonnage is used 
by industries whose products enter into 
export and to which duty drawback is availa- 
ble. A small portion of this tonnage is used 
by the fishing industry which enters free of 
duty. In addition, 33,000 tons of solar salt 
entered the Maritimes and Newfoundland 
from Spain and the West Indies for the 
fishing industry and thus duty free. 


Solar salt with its low production cost and 
cheap water transportation, is now competi- 
tive in Central Canada with Canadian pro- 
duced rock salt which has been experiencing 
rising production and transportation costs. 
With technological advances improving the 
quality of solar salt, there is also a danger of 
cheap solar salt infringing upon markets 
which have, until now, required vacuum pan 
evaporated salt. In fact, there are many areas 
in Canada where rock and evaporated salt 
cannot compete with solar salt. This point is 
clearly illustrated by the information in Table 
ITI. | 


Rock salt is imported into Canada from Mi- 
chigan, Ohio and New York and is actively 
competing for ice control and industrial 
markets. 


American exports to Canada of 171,000 tons 
of bulk salt amounted to 8.5 per cent of the 
Canadian bulk salt consumption in 1966. By 
comparison, the American bulk salt consump- 
tion was approximately 10,000,000 tons with 
Canadian producers exporting 633,000 tons, 
representing 6.4 per cent of the market. 


Prior to 1956, one American producer 
enjoyed the major share of the Canadian rock 
salt market and no rock salt was exported 
from Canada. In 1956, the Canadian Salt 
Company Limited opened a mine at Ojibway, 
Ontario, and in late 1959 Domtar Chemicals 
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Limited, Sifto Salt Division; opened a mine at 
Goderich, Ontario. With the opening of these 
two mines, American imports of rock salt 
were reduced from a high of 304,000 tons in 
1954 to 35,000 tons in 1960; they are now 
increasing, and in 1966, were approximately 
135,000 tons. 

The Canadian ice control market amounted 
to 533,600 tons in 1960 and American produc- 
ers shipped 16,000 tons of ice control salt into 
this market. By 1966, the ice control market 
in Canada had grown to 1,175,000 tons and 
one American producer exported 135,000 tons 
of rock salt into Canada for ice control pur- 
poses. It is apparent that American participa- 
tion in the Canadian ice control market has 
grown from 3 per cent in 1960 to 12 per cent 
in 1966. Between 1959 and 1966 the American 
dry salt market expanded approximately 6,- 
000,000 tons. During this period, Canadian 
exports to the United States have held at 
approximately 4 per cent of the market. It is 
evident that Canadian producers have a static 
share of the United States’ market while 
American producers are increasing their mar- 
ket share in Canada under existing tariff 
rates. 


The entire Canadian market is contained in 
a narrow belt approximately two hundred 
and fifty miles wide, extending from coast to 
coast along the United States and Canadian 
border. Competition has not been limited to 
rock salt producers by American companies. 
In southern Ontario, the major market is par- 
ticularly vulnerable to both rock and evapo- 
rated products. In Western Canada, North 
Dakota and Utah evaporator salt producers 
enjoy lower freight rates to the southern por- 
tions of the Prairie Provinces than the near- 
est Canadian producer. In British Columbia, 
California producers have substantial trans- 
portation advantages over Prairie salt pro- 
ducers. 


It is worth repeating that many producing 
areas shipping salt into Canada do not have 
to pay royalties to governing agencies. 
Canadian producers do pay royalties to Pro- 
vincial and Federal Governments, and these 
royalties are an appreciable cost factor. 


With this situation, the Canadian salt 
industry would be seriously impaired if tariff 
rates are in imbalance favouring American 
producers. From Table II it is seen that 
approximately 70 per cent of the total 
Canadian consumption is in the Provinces of 
Quebec and Ontario. American producers 
have acquired a significant portion of these 
markets. An imbalance of tariffs will open the 
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market to greater participation by American 
producers and adversely affect domestic 
producers. 

Maintenance of a Canadian tariff on bulk 
salt, in view of maintenance of an American 


tariff, is considered essential for a healthy 
salt industry in Canada. It need hardly be 
argued that salt production in Canada, as 
elsewhere, is an essential industry, indeed a 
key industry. 


PRESENT TARIFF 


Tariff 
Canadian Item B.P. M.F.N. General 
Salt in bulk N.O.P. per 100# .. 42 Free 3¢ 5¢ 
Wummerieany cx. (ies . caren. Ba He: . k 420.94 1.7¢ 
Kennedy Round Proposal 
CCSMACLAMY Bom « is bate. Chas Fees 92501-4 Free Free 


Americano. eh) 4. 60 G40. . ra ak 420.94 0.8¢ 
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posed Customs Tariff resolution. 
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Pollock, Johnston, Terrell and Lang, were questioned and Messrs. Annis and 
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The Chairman: I think we are in a position 
to open our meeting, unofficially for the 
moment. First of all I have several procedural 
matters to deal with. I have been in touch 
with the office of the Minister of Industry and 
he does want to appear before our Committee 
and, in fact, would like to appear at our 
session on Wednesday afternoon. If there are 
no serious objections to this type of schedul- 
ing I will ask the Clerk to send out the 
notices for Wednesday afternoon when our 
witness will be the Minister of Industry. 

Also I have a letter from the Deputy Minis- 
ter of National Revenue, Customs and Excise, 
responding to a question asked by Marcel 
Lambert concerning tariff item 42700 in the 
matter of the incidence of sales and excise 
taxes. Following our usual procedure this will 
be printed in the next Proceedings. However, 
since this is of some interest to members and 
some questions may be asked tomorrow, I 
will ask the Clerk to make copies of it and 
circulate them. today. 

I also have here a rather lengthy telegram 
from the Canadian Machine Tool Dealers’ 
Association expressing views, rather favoura- 
ble views I must say, on the machinery pro- 
gram. I will ask the Clerk to make copies of 
the telegram and distribute them at our meet- 
ing this afternoon, and then I will hear the 
views of the members about printing it. I 
trust the members will wish to print it along 
the lines of our usual procedure in these 
matters. 

Our witnesses this morning come from the 
Canadian Manufacturers’ Association. On my 
immediate right is Mr. C. A. Pollock, Past 
President of the Canadian Manufacturers’ 
Association and Chairman of the Association 
Tariff Committee. He is President of Elec- 
trohome Industries Limited. We may also 
have the pleasure of hearing from you more 
directly this afternoon as well, Mr. Pollock, 
on behalf of your own firm. 


To his right is Mr. R. Lang, Manager of the 
Tariff Department of the Canadian Manufac- 
turers’ Association; to his right, Mr. Ar- 
chibald Johnston Manager of Corporate Plan- 
ning and Services, of the Canadian General 
lectric Company Limited; to his right is Mr. 
Terrell who is Chairman of the CMA Export 
Trade Committee and is Vice-President and 
General Manager of the Export Division of 
The Canadian Coleman Company Limited; to 
his right is Mr. Peter Bartha, Director of 
Economic Research of the Canadian Manufac- 
turers’ Association and to his right, Mr. D. H. 
Jupp, Ottawa Representative, Canadian 
Manufacturers’ Association. 


I will ask Mr. Pollock, to present the brief 
on behalf of the Association, following which 
we will proceed to discussion and questions in 
the usual manner. 
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Mr. C. A. Pollock (Past President, Canadian 
Manufacturers Association. Chairman, CMA 
Tariff Committee. President, Electrohome In- 
dustries Limited): Thank you, sir. Mr. Chair- 
man and members of the Standing Committee 
on Finance, Trade and Economic Affairs, the 
CMA appreciates very much this opportunity 
to appear before you and, of course, we wel- 
come the Committee’s interest in matters of 
vital concern to Canada’s manufacturing 
industry. 

We recognize the Kennedy Round Agree- 
ment as the most important one of its kind in 
many years. Our submission to you reflects 
this and is the product of much thought on 
our part. As manufacturers we want to affirm 
our support of Canada’s adherence to the 
Kennedy Round Agreement as a whole, even 
though we do have certain reservations about 
the way in which it is proposed to give effect 
to some of its provisions and, indeed, to go 
beyond this. 

We find it disconcerting, for example, that 
Canada should have chosen to accelerate the 
speed of its tariff reductions beyond what is 
required by the terms of the Agreement. This 
action is contrary to what the United States 
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has done, and apart altogether from its 
impact on our trade prospects to individual 
Canadian industries, it hardly seems to be 
warranted by our international balance of 
payments position and by the government’s 
adjustment assistance proposals. 


We are very concerned, too, that the provi- 
‘sions of the new anti-dumping code shall be 
as effective as the old regulations in deterring 
foreign exporters from selling their goods 
here at prices well below those which prevail 
in their home market. Great injury could be 
done to Canadian industry if there is any 
unwarranted leniency in interpretation in this 
area, and we earnestly hope that the Commit- 
tee look at this question most carefully. 


Also, we have reached the conclusion that 
the Brussels nomenclature should be adopted 
as a whole by Canada as the ruling system of 
tariff clarifications for all goods imported into 
this country, and we hope the Committee will 
so recommend. 


. On another important point, we have made 
clear in our submission our opinion that 
while the Kennedy Round Agreement should 
contribute to an appreciable further increase 
in world trade, in many situations non-tariff 
barriers to trade are not likely to be less of 
an impediment in the future than they have 
been in the past. Developments of the past 
months have, we think, shown that our fears 
about possible unilateral action on the part of 
the United States to add to these non-tariff 
barriers were all too well founded. 


As part of one of the great trading nations 
of the world, Canadian manufacturers are 
very conscious of the obligation resting upon 
them to produce quality goods at competitive 
prices for use both at home and abroad. We 
are very much alive to the dangers implicit in 
lagging productivity improvement, rising 
costs and falling profit margins in the Canadi- 
an economy. We seek no more than the 
opportunity to compete fairly with a foreign 
manufacturer and feel we are entitled to a 
national climate that will provide adequate 
incentive and encourage over-all industrial 
development. As an example of the stimula- 
tion to which we refer, there is a need for 
increased emphasis on research and develop- 
ment within our industries so vital to our 
future and, as well, to the future of the 
Canadian economy. 

Mr. Chairman and gentlemen, thank you 
for the opportunity you have afforded us to 
enlarge upon the matters that we have sub- 
mitted to you in our brief. 
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The Chairman: Thank you, Mr. Pollock. In 
line with our usual practice I will first ask 
officials of the various departments in attend- 
ance whether they have any preliminary com- 
ments. First is Dr. Annis from the Depart- 
ment of Finance. 


Dr. C. A. Annis (Director, Economic Affairs 
Industry Tariffs and Trade, Department of 
Finance): Might I restrict my comments, Mr. 
Chairman, to what I think is the basic and 
most important point that Mr. Pollock has 
made concerning the Resolutions before the 
Committee, which is the proposal for 
accelerating the staging of some of our tariff 
reductions. As he has said the Resolutions, as 
they are now before the Committee, provide 
for introducing some of the concessions which 
were negotiated at Geneva more rapidly than 
the minimum requirements of the Agreement. 
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In the light of his comments and in the 
light of what is said on page 4 and thereafter 
in the brief, possibly I should attempt to 
summarize briefly some of the reasons either 
for moving: in a single stage as is done in 
respect of some products, mainly tropical 
products, or moving in a manner which some 
people have described as front-end loading, 
where the commitment is for a reduction of, 
say, 5 percentage points and the proposal is 
to introduce half of that reduction in the first 
step and then stage the remainder of the 
reduction. 

In the first place I think I should say that 
there. are a number of reasons for accelera- 
tion, depending upon the circumstances. In 
some cases only one of these reasons would 
be relevant and in some cases more than one 
might be relevant to the decision to speed up 
a particular reduction. 

In brief, the various reasons, I think, could 
be summarized as follows: First, there is the 
regard for consumer interests. This is particu- 
larly important, or must particularly be taken 
into account in cases where the products con- 
cerned were non-competitive with Canadian 
production but not necessarily confined to 
such cases. 

A second consideration that frequently was 
in mind was a regard for the interests of a 
less-developed-country supplier. This applies 
particularly in the case of certain tropical 
products and raw materials, but probably 
would not be relevant in many of the cases to 
which the CMA takes exception. 
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A third consideration was the concern for 
holding down production costs in Canada. 
This would be relevant in respect of raw 
materials and quite a number of intermediate 
products, or products which in other ways 
would enter into producers’ costs. 


A fourth consideration was that in some 
cases a single-step implementation of the 
entire cut that was provided for was required 
because it was part of a negotiated package 
that involved getting a release from a previ- 
ous GATT commitment which affected anoth- 
er part of the package. 

The important case in this regard is the 
machinery plan in respect of quite a range of 
machinery which is to be included in the new 
very broad item 42700-1 where there had 
been a previous binding at a rate of 7% per 
cent. We were seeking a release on that bind- 
ing, and part of the deal was to introduce the 
new maximum of 15 per cent on the whole 
item at the same time that we got a release 
from the previous 73 per cent bindings. 

Finally, and I think this probably is the 
consideration that would be most frequently 
relevant in the class of cases about which the 
CMA has reservations, there is the relation of 
some items to the machinery program. The 
most conspicuous cases would be such items 
as those related to bearings, forgings or elec- 
tric motors or certain miscellaneous products 
of iron and steel or other metals which may 
frequently enter Canada in order to become 
components of a machine which, if imported 
—that is, if the complete machine were 
imported—would now enter at a rate of 15 
per cent. 

It was believed that if such items were 
staged evenly from present rates, of, say 224 
per cent to 15 per cent or to 174 per cent, the 
effect would have been to get them rather 
badly out of line with the rate on finished 
machinery on which the effective MFN rate 
of duty was cut in a single step as of January 
1 from 22% per cent to 15 per cent. If such 
items had been staged evenly they would 
have been dutiable right now at a rate of 21 
per cent or 214 per cent, at a time when the 
finished machine would be dutiable at only 15 
per cent. This would seem illogical; in fact it 
might be argued that logically the decision 
should have been to go straight to a rate of 15 
per cent on such components. However, this 
certainly would have been quite a shock in 
certain cases, and what was done in effect 
was to adopt a compromise and ‘to stage such 
reductions as if we had started off from a 
rate of 20 per cent. As I have mentioned, this 
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applies to quite a considerable range of metal 
products or machine parts where the former 
rate was 224 per cent. 
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Before concluding possibly it would be fair 
to add that in respect of such products a rate 
of 225 per cent was a pretty high one and 
could be regarded as being rather out of line, 
on the high side, in relation to the rates that 
prevailed on quite a number of other prod- 
ucts of approximately the same character 
and at the same stage of manufacturer. It 
would be possible to argue in respect of quite 
a few items that possibly a rate of 20 per cent 
would have been more appropriate than 224 
in the past. I would not want to press that 
argument too far but I certainly have heard it 
used. 

I think that I would restrict my comment 
to that, Mr. Chairman, if I may. 


The Chairman; Thank you Dr. Annis. Mr. 
Burns, do you have any comments with 
respect to the responsibilities of your 
Department? ) 


Mr. D. H. Burns (Acting Chief, Commodity 
Arrangements, Department of Trade and 
Commerce): Mr. Chairman, I would like to 
comment on one of Mr. Pollock’s points which 
relates to non-tariff barriers. Certainly we 
would agree that the influence of non-tariff 
barriers is likely to become proportionately 
greater as tariff rates are reduced. In this 
sense the GATT Ministerial Meeting in 
November last year—and I think the Minister 
of Trade and Commerce referred to it in his 
testimony before this Committee—which wars 
considering further work programs of an 
exploratory nature to prepare the ground for 
any possible future moves for the reduction 
of trade barriers recognized the importance of 
non-tariff barriers and it was agreed that 
governments would provide an inventory of 
such barriers to trade which they wished to 
include for detailed examination. 

Mr. Chairman, we in the Department 
already have a fund of information on the 
influence of non-tariff barriers abroad on our 
exports, but to ensure that what we have is 
as complete and up-to-date as possible I 
understand that the Minister of Trade and 
Commerce will be writing shortly to the prin- 
cipal trade associations in Canada and to 
Canadian exporters requesting detailed and 
up-to-date information on the particular non- 
tariff barriers which face their exports 
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abroad. We are hopeful that the business 
community in Canada will respond fully and 
in as detailed a manner as possible to this 
request for further information which will 
enable us to be as helpful as we can in deal- 
ing with this question in the GATT context. 


The Chairman: We have heard from the 
Department of Trade and Commerce and we 
now will have the preliminary comments 
from the Department of Industry. 


Mr. L. F. B. Drahotsky (Chief, Commercial 
Policy Division, Department of Industry): 
Thank you, Mr. Chairman. I should like to 
comment on the observation which appears in 
the middle of page 5 of the Association’s sub- 
mission, which projects that the inclusion of 
accessories, attachments, control equipment, 
and tools within the ambit of machinery item 
42700-1 is likely to cause serious difficulties in 
tariff administration and delay in the granting 
of duty remissions. Members of the Commit- 
tee might be interested in knowing what our 
experience has been so far in this regard. I 
have been in touch with the Machinery 
Branch this morning and I am told that so far 
we have encountered no difficulties whatsoev- 
er in administering this provision and that 
there have been no delays in the granting of 
the remissions because of it. Thank you, Mr. 
Chairman. 
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The Chairman: We now have with us Mr. 
Halvorson of the Department of National 
Revenue. This is Mr. Halvorson’s first official 
appearance although he has been following 
our proceedings very closely and consulting 
with other departments. I believe you wanted 
to make a comment on this brief. 


Mr. A. H. Halvorson, (Appraisers Branch, 
Department of National Revenue): Yes, Mr. 
Chairman. My comment is really tied in with 
Mr. Drahotsky’s comment but only with 
respect to the point on page 5, paragraph 2, 
referring to serious difficulties in tariff 
administration. If we think of this as refer- 
ring to classification difficulties, we feel that 
the new item does not present difficulties any 
greater than those which existed in the vari- 
ous machinery items which have been delet- 
ed. In fact we now have one quite large bas- 
ket item for machines instead of 18 or so 
smaller baskets and we feel that classification 
itself will be simplified, especially since the 
distinction as to class or kind has now 
disappeared. 
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The Chairman: Thank you, Mr. Halvorson. 
If Association members have an immediate 
reply to the comments made by the officials 
we will be glad to hear from you; if not, we 
will invite questions and comments from the 
members and you can include in your replies, 
if you prefer, any thoughts you may have on 
what the officials have said. 


Mr. Pollock: I think some of the members 
might like to reply, Mr. Chairman. 


The Chairman: Then would you proceed 
with any immediate comments you may have 
in reply to the remarks of the officials? 


Mr. Archibald Johnston (Manager, Corpo- 
rate Planning and Service, Canadian General 
Electric Company Limited): Mr. Chairman, I 
would like to comment on the reasons for the 
accelerated staging, which we feel has had a 
very direct impact on our industry. Although 
the reasons which have been given for 
acceleration of the staging seem sound there 
are a couple of points I would like to make 
that relate to these reasons. 

In looking at 42700-1, which is the refer- 
ence to the negotiated package and the refer- 
ence to the machinery plan, I note that 
included in there is a large number of electri- 
cal appliances, including such things as hair 
dryers, tooth brushes, blenders, portable mix- 
ers, dishwashers, humidifiers, dehumidifiers, 
air conditioners, and so on. We feel that these 
should have been negotiated out of this 
because it is an absurdity. Other kinds of 
appliances used by the housewife are not 
classified in this manner and I think there 
must be some common sense with respect to 
classifications. I recognize that maybe this isa 
package of dollars but why could it not have 
been negotiated out? It really is not produc- 
tion machinery. The point already has been 
made at the hearings here a few days ago 
that our trading partners, particularly the 
U.S.A., is interpreting this particular clas- 
sification in the light of it being production 
machinery, and we do not see these other 
kinds of appliances as production machinery. 
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With respect to the reduction of the front- 
end loading referred to in the accelerated 
staging of the tariff reductions, which goes 
further than Canada had to go under the 
GATT Agreement, we recognize there is a 
consumer interest in the products which are 
non-competitive with Canadian products and 
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we recognize this regard for suppliers in less 
developed countries. However, I think we 
should recognize that this rapid reduction has 
put an undue weight on Canadian manufac- 
turers, particularly in some industries where 
products are included which are comparable 
to Canadian-made products. This does not 
give the Canadian manufacturer an oppor- 
tunity to adjust. He can adjust in steps, but 
he cannot adjust in this rapid manner. 


If the question of concern for production 
costs in Canada pertained strictly to raw 
materials and components, which are import- 
ed and which are non-competitive Canadian 
components, we would be inclined to agree. 
However, in reviewing previous proceedings 
of this Committee I was concerned about the 
fact that one of the reasons given was con- 
cern for production costs in terms of efficien- 
cy within Canadian manufacturers’ establish- 
ments. In our opinion, and this is valid from 
an economic sense, the setting of a tariff has 
nothing to do with production efficiencies or 
production costs. In our opinion the setting of 
tariffs at the level at which they are set is a 
matter of national policy. 

Let me use an extreme example. If it were 
in the national interest for Canada to grow 
oranges, we could grow oranges. This has 
nothing to do with how efficiently oranges 
could be produced, but if it were in the 
national interest it could be done. That is the 
reason I say the setting of tariffs has to do 
with national policy. We are concerned about 
the philosophy that the setting of tariffs is 
connected with making the manufacturer 
sharpen his pencil. Our pencils are sharp, and 
if you look at the profits of the Canadian 
manufacturers in general you will find they 
are very low. I have no further comment. 


The Chairman: If you have no further com- 
ment on the reply from the Association, I 
would now ask members of the Committee 
who wish to ask questions or make comments 
to signify in the usual way. Mr. Clermont, 
Mr. Macdonald, Mr. Hales and Mr. Gilbert 
are now on my list. 


[Translation] 
I now give the floor to Mr. Clermont. 


Mr. Clermont: Mr. Chairman, Mr. Pollock 
in his comments mentioned that certain 
events recently have made concrete his com- 
pany’s fears with regard to non-tariff barri- 
ers concerning competition with Canadian 
products on the domestic market and with 
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our exports. Could he be specific about some 
of these events? 


[English] 


The Chairman: Mr. Pollock, if you wish 
you may refer questions to your colleagues. 


Mr. Pollock: Thank you. 


Mr. Johnston: Let me be specific, Mr. 
Chairman, about some of the kinds of non- 
tariff barriers that can be met by Canadian 
manufacturers. I would like to use the electri- 
cal industry as an example of the kind of 
thing we run up against in this industry. I 
would like to use the United Kingdom as a 
specific example. In the production of heavy 
goods there, namely, power generation equip- 
ment and power transmission equipment, we 
are not given the opportunity to bid in the 
United Kingdom, because of non-tariff barri- 
ers which have been put up by the Central 
Electricity Generating Board, which is an 
arm of the British government. They simply 
refuse to give us specifications to bid on. In 
1963 we were given the opportunity to bid on 
a large power transformer and its associated 
equipment. We bid at 5 per cent above the 
prices which were bid in this country by the 
manufacturers of that equipment from the 
United Kingdom. 


e 1135 


When this equipment was sold in the Unit- 
ed Kingdom we were accused of dumping. 
Since that time, in spite of repeated requests: 
to be allowed to bid on orders for power 
generation and power transmission equip- 
ment, we have been refused. In that connec- 
tion, a week and a half ago we received a 
letter from the Chairman of the Central 
Electricity Generating Board, Mr. F. H. S. 
Brown, C.B.E., refusing us the opportunity to 
quote again. This letter referred back to 
previous letters in which they had said that 
we could not meet their specifications. This 
industry can meet the specifications in Eng- 
land, as we have already proved on one 
order. 

There are other matters referred to, but on 
that point I would like to read what the Se- 
lect Committee of the House of Commons in 
the United Kingdom had to say about the 
electrical supply industry in Britain. This was 
published in 1963 and there has been no 
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change in the market in Britain to indicate 
they have changed their minds. It reads: 


“There is so far no evidence that the 
purchasing of electrical equipment in 
Europe by our own nationalized electrici- 
ty industry will be met by comparable 
opportunity in the other direction. Only 
in France is the supply industry com- 
pletely under public ownership and we 
have no evidence of any major purchases 
by the Electricite de France outside 
France. The Italian supply industry is in 
the throes of being nationalized but in 
Western Germany, Belgium and Holland 
the supply industry is a mixture of public 
ownership and private enterprise, the lat- 
ter in many instances having financial 
and other links with the _ electrical 
manufacturers. 


*“‘The evidence confirms that the Central 
Electricity Generating Board _ should 
accept responsibility for helping British 
electrical manufacturers compete in the 
export market. 


“Whatever other justification may be 
claimed, it is clear that a development in 
the use of monopoly purchasing power to 
depress prices in the home market will 
damage export prospects. A distribution 
of orders leaving large blocks of British 
manufacturing capacity unused, would 
inevitably result in serious damage to 
export business. 


“The position of the heavy electrical 
equipment industry in the national econo- 
my with its important role in exports and 
the dependence of the electrical supply 
industry on technical developments by 
the manufacturers, point to the need for 
a pattern of relationship to be worked out 
between the Central Electricity Generat- 
ing Board and the manufacturers.” 


Gentlemen and members of the Committee, 
in addition to the Central Electricity Generat- 
ing Board carrying out this kind of a policy, 
it has an agreement—we have concrete evi- 
dence of an agreement with the power switch 
gear manufacturers in Great Britain—to place 
orders with four of the manufacturers there. 
Today there are only four manufacturers left 
in the switch gear industry, which guarantees 
a 164 per cent return on investment on a 
turnover of once on the investment, which is 
164 per cent of the manufacturers’ sales. It 
allows them to absorb certain discreet kinds 
of costs against domestic business which are 
incurred on behalf of export business, and 
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they are then guaranteed this 164 per cent on 
these kinds of costs. This enables the British 
manufacturer to come into an open market 
such as we have in Canada, where the utility 
gives specifications to anyone who requests a 
bid, and this is the kind of dumping we get; 
but we are not competing in the world mar- 
ket on the same rules. 

The United Kingdom is just one example. 
There are others. I am sure that Mr. Burns, 
who said they had a catalogue of some of 
these in the Department of Trade and Com- 
merce, could elaborate. 
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Sweden is another one. In Sweden the Wal- 
lenberg family, through the Enskilda Bank, 
controls about 16 per cent of Sweden’s gross 
national product. Through this holding trust 
they control utilities, telephone companies, 
transport companies, electrical manufacturing 
companies, and so on. The Wallenbergs do 
not reign; they rule. They tell people right 
down through the organization where busi- 
ness goes. 

These are some of the specifics that we 
know about. 


Mr. Macdonald (Rosedale): That is the great 
socialist state of Sweden? 


Mr. Johnston: That is correct; the great 
socialist state of Sweden? 


Mr. Pollock: Mr. Chairman, Mr. Terrell has 
had a great deal of experience in the export 
field and would like to speak to this point, as 
well. 


Mr. C. F. Terrell (Chairman, CMA Export 
Trade Commiitee: Vice-President & General 
Manager, Export Division, The Canadian 
Coleman Company Limited): Gentlemen, 
there is a multitude of so-called non-tariff 
barriers to the exporter of smaller products. I 
am thinking of consumer goods. Frequently 
the barrier is raised because of what might 
be called lack of dollars, or foreign exchange 
difficulties. 

As one example; we were doing a consider- 
able business in Columbia. Suddenly our prod- 
ucts were on the embargo list. At that time 
we had a joint venture in Mexico manufactur- 
ing the same product. The importers were able 
to obtain import licences from their govern- 
ment for that product from Mexico. We 
thought that this was because of LAFTA; that 
the dollar was the problem, and because they 
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had no dollars they could buy from Mexico. Lo 
and behold, they paid Mexico in United 
States dollars. Therefore, the United States 
dollar was not the problem. 

Another type of barrier against us is where 
the importer must deposit a certain percent- 
age of the cif. value. This percentage can 
vary anywhere from 20 per cent to 200 per 
cent; and that deposit by the importer stays 
in the hands of the government for periods of 
up to. six months after the goods are import- 
ed. When the goods are imported he must, of 
course, pay the duties and he must pay his 
draft for the merchandise, but the govern- 
ment has use of those funds. If there is a 
bilateral or regional agreement of neighbours 
that prior deposit would not apply on imports 
from within the area. 

As I say, there is a multitude of them, and 
some of them are real impediments and cause 
our export products to land at higher prices 
than they need to be. | 


Mr. R. Lang (Manager, Tariff Department, 
Canadian Manufacturers Association): Mr. 
Chairman, we welcome the announcement by 
Mr. Burns that the government is seeking 
up-to-date information in this field of non- 
tariff barriers. When the Canadian Tariffs and 
Trade Committee was established back in 
1964, at the start of the Kennedy Round, we 
went to some lengths to list a number of 
these non-tariff barriers in various countries. 
We would be glad to bring that information 
up to date and submit it in the usual way. 


{Translation] 

The Chairman: I think that before return- 
ing the floor to Mr. Clermont, I should tell 
you that the Committee has been in official 
session for several minutes. 


Mr. Clermont: In its brief, the CMA 
attaches much importance to more active 
growth of productivity on the part of Canadi- 
an industry to enable this industry to benefit 
from broader markets following the Kennedy 
Round agreements. The Association says in its 
brief that there should be close co-opera- 
tion between industry, labour and_ the 
government. 

My question is this: what does Canadian 
industry intend to do in its sector to improve 
productivity? 


[English] 

Mr. Pollock: Mr. Chairman, the manufac- 
turing industry in Canada has had a great 
deal of experience in producing many, many 
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products, both natural resource products and 
those in the manufacturing field. The manu- 
facturers have endeavoured to evolve new 
methods and new ways and means, but what 
is really needed in this country is more 
research, not only into the products them- 
selves and the materials, but also into the 
methods that are employed. The opportunity 
which the manufacturers will have of serving 
larger markets will, we hope, help volume 
production, and that, of course, should be of 
assistance. 
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Mr. Chairman, we feel that all of these 
matters will, over the years, definitely 


improve the productivity of Canadian manu- 
facturers. In many cases we have a very com- 
petitive industry. 

I would like to speak for just a moment to 
Mr. Annis’ comment on the competition in 
Canada. 


In the television manufacturing business 
there are nine companies producing television 
sets in Canada for a market of 20 million 
people. This is one company to 2,200,000 of 
population. In the United States there are 
approximately 25 manufacturers, or one 
manufacturer to 8 million people. These cir- 
cumstances present a wonderful opportunity 
for the Canadian manufacturer to ship to 
other areas, but it is going to take a long time 
to improve his position on the various mar- 
kets, particularly the consumer markets. It is 
not just a matter of shipping job lots of prod- 
ucts; it is a matter of developing a distribu- 
tion system in those countries. 


Canadian manufacturers will be working, 
and working energetically, in all these areas, 
but it is important that we have an opportu- 
nity to serve our own Canadian market 
because this is where the basic operations of 
our industry must be carried out. 


[Translation | 

Mr. Clermont: Mr. Chairman, Mr. Pollock 
mentioned at the beginning of his comments 
that more research is needed to increase pro- 
ductivity. I notice on page 16 of their brief 
that from 1965 to 1966, 30,000 applications for 
patents were registered in Ottawa; only about 
1,000 of these were signed by inventors living 
in this country. Do you not think that 1,000 
our of 30,000 reflects too much dependence on 
outside research? My second question con- 
cerns research. Mr. Pollock, where do these 
patents come from mostly: the United States, 
France, Great Britain, Germany? 
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[English] 

Mr. Pollock: The patents do come largely 
from the United States. This, of course, is one 
of the major problems in Canadian industry. 
We do not do enough research work for our 
own activities. Under these circumstances 
patents do not result. If more work was done 
on creating products in Canadian industry we 
would have more patents. This, to us, is a 
very important point and is why we are very 
happy to have the research and development 
incentive and the other incentives which the 
Department of Industry is presently operat- 
ing. Under these circumstances we feel sure 
that our position will improve; but it will 
take time. 


[Translation] 

Mr. Clermont: Mr. Chairman, the last ques- 
tion concerns comments on page 20 respecting 
the new international code on anti-dumping 
policies to which Canada contributed accord- 
ing to the terms of the Kennedy Round and 
which will result in much more tolerant anti- 
dumping procedures than in the past. 

You apprehensions, Mr. Pollock, are those 
of other organizations who have appeared 
before this committee, and I am wondering if 
there is any possibility to having the com- 
ments of the officials of the various depart- 
ments here today with regard to these fears 
expressed by the C.M.A. and other groups 
who have appeared before this committee. We 
appear to be unanimous about our fears on 
this new code to which Canada is one of the 
signatories with regard to anti-dumping legis- 
lation. It seems that they are going to be 
more generous for Canada’s competitors. 
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The Chairman: I think I will ask Mr. Annis 
to answer your question but possibly we 
should remember that we do not have before 
us the legislation itself, which will be the 
result of negotiations on the anti-dumping 
code. I do not think it is possible for Dr. 
Annis to do anything but make general com- 
ments on this. 


Mr. Clermont: Mr. Chairman, inasmuch as 
Mr. Grey (ot the Chairman of our Commit- 
tee, but another Mr. Grey attached to the 
Department of Finance) looks after this new 
anti-dumping law could the representatives of 
the C.M.A. have other comments apart from 
those brought out in their brief respecting the 
new anti-dumping code. 
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The Chairman: First of all I should ask Dr. 
Annis whether he could clarify this situation 
on the anti-dumping laws for our Canadian 
manufacturers. 


[English] 

Do you have any general comments? I 
realize the difficulties we face because the 
Canadian legislation, I understand, is still in 
the process of preparation. 


Dr. Annis: You are correct in that, sir. The 
legislation is now being drafted by officials 
including the legal experts. While I have 
some knowledge in a general way of what 
they are doing, my knowledge is not suffi- 
ciently comprehensive that I would feel 
qualified to comment on this. I had thought, 
and I think other officials had assumed, that 
the Committee would be content to wait until 
the draft legislation had been presented to 
Parliament before pursuing the matter in 
detail. 


My own view is that that would be the best 
way to proceed. If it should be the view of 
the Committee that it is not and you wanted 
to pursue it further at this time I would real- 
ly suggest that Mr. Rodney Grey be recalled, 
but I think his view as well as mine would be 
that it would be more productive to defer 
that until you had a draft bill before you. 


The Chairman: The Committee will recall 
that, strictly speaking, the anti-dumping Code 
as such has not been referred to us by the 
House of Commons for study and we are 
looking at it even in the way we are because 
of a rather broad interpretation I have been 
placing up until now on our terms of refer- 
ence. It may be that some other members of 
the Committee may object to our attempting 
to pursue in detail what, so far as its Canadi- 
an manifestation is concerned, has not actual- 
ly taken a complete form even in a prelimi- 
nary sense. While I think we could perform a 
useful task by familiarizing ourselves with 
the terms of the international code on anti- 
dumping and also giving both the officials and 
interested public groups a chance to place 
their views and concern for that matter on 
record at this time perhaps, if I may express 
my own opinion, the most effective thing we 
can do is to try to take steps to see that the 
House refers the draft bill to us once it actu- 
ally has been prepared by the officials. 

I think we are all in agreement; this is a 
most important matter but we may have 
some concern about whether we are really in 
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a position to direct ourselves as completely as 
we should to the essence of the problem if the 
legislation is not completely drafted. At the 
same time, before we move on, if witnesses 
who have a particular interest in this matter 
have anything to say to supplement what is 
contained in their brief on this topic I think 
we should hear them. 


Mr. Lang: Mr. Chairman, I might say that 
certainly the question of anti-dumping legis- 
lation is a matter of deep concern to Canadi- 
an manufacturers and the uncertainty about 
what the legislation is going to mean for 
‘Canadian industry really is the question, and 
I think it would be desirable if we could have 
a future opportunity to come to a committee 
of this kind to discuss its implications after 
we see exactly how the new legislation is 
going to be worded. 
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The Chairman: Do you agree with my 
suggestion that the implications will depend 
largely on the actual words in the draft 
legislation? 


- Mr. Lang: We think it is more intelligent to 

discuss something that you see in front of you 
in black and white than it is to discuss a 
‘broad code to which Canada has subscribed. I 
think our concern primarily is that the pres- 
ent anti-dumping legislation is a_ special, 
unique type of legislation drafted because of 
our proximity to the United States which has 
been in effect for some 60 years. 


All of a sudden, shall we say, we throw the 
‘book out of the window and start using a new 
‘book with all its changing phraseology, word- 
ing, administrative procedures and _ its 
enforcement. These are all tied up together 
and certanly we would hope to have the 
opportunity of saying something more specific 
than we did to the special government com- 
mittee where we were dealing purely with 
the international code which is expressed in 
rather broad general terms. 

It has some pluses that we can see and it 
has some minuses, but we do have a law now 
which is an effective deterrent to dumping 
-and certainly we are hopeful that the new 
legislation will be a similar deterrent. 


[Translation] 

The Chairman: Mr. Clermont, would you 
concede the floor to Mr. Hees for a supple- 
-mentary question? 


' Mr, Clermont: Very well. 
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[English] 


Mr. Hees: Mr. Chairman, having seen the 
preparation of legislation both from the point 
of view of the Opposition and the point of 
view of having been a ministeer responsible, 
it has been my experience at all times that if 
you wait until legislation appears even in 
draft form, ministers and government officials 
always feel they have a vested interest in 
what they have written and presented and 
demonstrate a great reluctance towards 
change, and I say that not just regarding this 
government, I say it of all governments. © 


For that reason, at least from what I can 
see, the anti-dumping measure may be of 
greater significance than these tariff reduc- 
tions in making economic life very difficult 
for Canadian producers. I seriously suggest 
that we consider this matter of dumping 
along with the tariff changes we are discuss- 
ing because I think it is going to be even 
more important. 

The anti-dumping legislation that was pre- 
sented to GATT certainly is the legislation 
the Canadian government has been asked to 
consider and agree to or reject. It seems that 
probably we are going to agree to it because 
it is a fait accompli. How do you see this 
anti-dumping legislation affecting Canadian 
producers, particularly with regard to what 
worries me a great deal, and that is first free 
dump? 

This seems to be a very worrisome thing. 
As I understand it foreign manufacturers are 
allowed one free dump by which they can 
land in this country fantastically large quanti- 
ties of goods which could cause a great deal 
of difficulty not only for that producer but a 
whole industry. What is your opinion of that? 


Mr. Pollock: Mr. Chairman, we certainly 
agree with Mr. Hees’ idea that this country is 
very vulnerable, and manufacturers in this 
country are very vulnerable, to dumping 
from the United States. As a matter of fact, 
in our opinion perhaps no country in the 
trading world is as vulnerable as Canada 
because of the fact that the products pro- 
duced in the United States in particular are 
similar in styling and function to the products 
produced in Canada, and under those circum- 
stances there will be every opportunity for 
these products to be dumped onto the Canadi- 
an market. 


e 1200 


The American market is so large that pro- 
ducers in the United States sometimes find 
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themselves in the position of over-estimating 
the sales they can make, and this happens in 
any private enterprise operation, but because 
of the very large industrial and commercial 
activities in the United States this is perhaps 
more likely to happen there than in other 
countries. 

Under these circumstances it is our feeling 
there could be a lot of product dumped on the 
Canadian market in job lots with no attempt 
whatsoever to produce a distributing organi- 
zation in Canada. Manufacturers in Canada 
endeavour to produce a distributing organiza- 
tion that can carry on over a period of years, 
whereas a dumping operation is a matter of a 
certain amount of product. As Mr. Hees said 
only the first dump can be allowed. Products 
can be dumped in batches to large outlets by 
the retailing outlets and under these circum- 
stances with our small market, a great deal of 
damage can be done to Canadian industry. 


There will also be the problem of proving 
injury or threat of injury. We feel all of this 
will have to be carefully spelled out. Mr. 
Lang, would you speak further to this? 


Mr. R. Lang (Manager, Tariff Department, 
Canadian Manufacturers’ Association): I 
might add that we have to look at this from 
two different standpoints. There is the short 
term, the transitional period between the 
present law and the new law. Presumably the 
new law is expected to go into effect on July 
1, but what do you do in cases which are pend- 
ing and on which decisions have not as yet 
been taken? Under the new law we have to 
show injury; not merely injury to one pro- 
ducer but to a whole industry. While the cri- 
teria or evidence that is necessary to support a 
case of injury is spelled out in broad terms in 
the code, it is very difficult to determine how 
the new board, which presumably will be 
established to determine when injury takes 
place, will look at loss in Canadian sales and 
employment. These are the two important 
factors which in our opinion obviously war- 
rant a decision on injury. 

Admittedly until now we have had very 
little to do in respect of presenting evidence 
to the Department of National Revenue on a 
complaint. It was filed, it was looked into and 
if the foreign exporter was selling to Canada 
below his domestic price and the goods were 
of a class or kind made in Canada it was 
inferred that that dumping had caused injury 
to Canadian producers and a decision on 
dumping then took place. That was the fash- 
ion in which it was administered. Presumably 
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dumping will not be applied automatically as 
it has been in the past, and it will be neces- 
sary for industry to prove its case. To what 
extent it will be necessary to prove that case 
we are not too sure at this time. Our greatest 
concern today is the uncertainty we are up 
against. 


The Chairman: Mr. Hees, I think you are 
on the list for questions later on. 


Mr. Hees: I did not want to ask one. I 
know there are quite a few people ahead of 
me. 


The Chairman: One of the gentlemen wants 
to supplement the reply he gave to you and 
then we will return to Mr. Clermont. 


Mr. Johnston: I wish to supplement the 
answer. to Mr. Hees. 


I would like to remind the Committee, Mr. 
Chairman, that the question of anti-dumping 
legislation is very complex. What we have 
been talking about in our comments so far is 
a shelf-goods or a consumer-goods type of 
product where there is a catalogue price, and 
so on. There is another complicating factor in 
this when you get into the heavy goods indus- 
try, such as heavy machinery in the power 
generation and power transmission equipment 
industry. These goods are built to customer’s 
specification. There is no way of proving a 
price in the foreign country of export and 
there is difficulty in determining what a 
dump price is. We have made recommenda- 
tions on what we think the definition should 
be of a dump price in Canada. It is a price 
which is low in relation to the costs for 
domestic producers of this country. Our costs 
are comparative in the power transmission 
business and we want to get through this area 
of determining the price and get into the 
injury area. There is no difficulty in deter- 
mining injuries. 
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There is one other question with respect to 
anti-dumping legislation which I think the 
legislators must take cognizance of, and that 
is the definition of when goods enter the com- 
merce or trade of the country. In the case of 
shelf goods, this is easy. It is when they are 
shipped into the country. In the case of heavy 
equipment, which can take anywhere from a 
year to five years to build, depending on 
what it is, when does it enter the commerce 
of the country? At the time it is imported in 
its physical form? If that is the case an indus- 
try can be destroyed in the intervening peri- 
od. These are the kinds of complex problems 
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with which the legislators and the framers of 
the legislation must wrestle if the interests of 
Canada are going to be looked after in this 
transitional period of the implementation of 
the Kennedy Round agreements. Thank you. 


The Chairman: Thank you, Mr. Johnston. 


Mr. D. S. Macdonald (Rosedale): I have a 
supplementary question, Mr. Chairman, 
which, perhaps, the group as a whole can 
answer. Since this international code—this 
multilateral international agreement—is com- 
ing into force, surely the Canadian Manufac- 
turers’ Association is not suggesting that 
Canada should not honour this obligation and 
should write its own rules and not participate 
in the obligation? While you may be worried 
about having to show injury, and so on, the 
fact remains that those are the international 
rules and surely Canada should abide by 
them. 


Mr. Hees: In other words, you mean we 
should take a beating just because someone 
was foolish enough to agree to something to 
which they should not have agreed? 


Mr. Macdonald (Rosedale): No. That is non- 
sense, Mr. Hees. 


Mr. Hees: Well then, what... 


Mr. Macdonald (Rosedale): Mr. Chairman, I 
think perhaps I can ask questions without 
these boy scout interruptions. 


Mr. Monteith: Who is the boy scout? 


Mr. Macdonald (Rosedale): Mr. Chairman, 
the fact is that with the dumping code we 
have an international code accepted by our 
larger trading partners. Is the Canadian 
Manufacturers’ Association suggesting that 
we should go it alone in the international 
field and should not participate within GATT 
in this agreement? 


Mr. Johnston: Nobody has suggested, Mr. 
Chairman, that we ignore our international 
obligations under. GATT. We are suggesting 
that through our legislation and within the 
framework of GATT we must find ways of 
protecting ourselves, particularly where our 
trading partners have other sets of rules 
which prevent us from competing in their 
countries. 

If we could compete in Great Britain, for 
example, we would not have much difficulty 
with low U.K. dumping prices in this country 
on the heavy equipment business. This might 
also be true in the consumer goods industry. 
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Another thing we should recognize is that 
we must have a very firm domestic base from 
which to operate if we are going to go into 
the export field. Basically we have a sound 
industry in this country right across the 
whole piece. The Canadian manufacturers’ 
productivity is good. If you look at our pro- 
ductivity in relation to the kinds of produc- 
tivity that are enjoyed or achieved in other 
countries of this size with economies equiva- 
lent to ours you will find we outstrip them 
from a productivity standpoint. We too often 
compare ourselves to the U.S., which has a 
large market which would be very costly for 
us to invade. I doubt that there is a company 
in Canada which could invade it successfully, 
take a really significant portion of it and 
achieve the same costs as an equivalent 
American manufacturer. 


Mr. Macdonald (Rosedale): From the obser- 
vations on page 12 and subsequent pages of 
your brief... 


The Chairman: Mr. Macdonald, I think you 
are supposed to follow Mr. Clermont, who has 
been more than patient. 


Mr. Macdonald (Rosedale): 
seemed to have gotten in there... 


Mr. Hees 


Mr. Hees: I just asked a perfectly logical 
question. Of course I can quite understand if 
you are embarrassed by the question. 


Mr. Macdonald (Rosedale): I would like the 
opportunity to ask my questions in order, Mr. 
Chairman. 


Mr. Hees: You can ask me any question you 
want at any time and I will be glad to give 
you the very best advice. 


Mr. Macdonald (Rosedale): I ask questions 
expecting to get information; therefore I will 
not ask you any questions. 


The Chairman: Now that we have had this 
interesting exchange, perhaps we can return 
the floor to Mr. Clermont. 


Mr. Monteith: Mr. Chairman, on a point of 
order. I feel Mr. Macdonald has interjected a 
note into these Committee hearings which we 
really have not had before. I thought we were 
trying to gain information rather than to 
insult each other. 


Mr. Hees: So did I. I am really rather hurt 
about the whole thing. 


The Chairman: Perhaps Mr. Macdonald and 
Mr. Hees... 
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Mr. Hees: We can square off outside. 


The Chairman: ... can work out the matter 
of personal injury according to the terms of 
the anti-dumping code, some existing code or 
some new code that we have around here. 
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[Translation] 

Mr. Clermoni: Mr. Chairman, since when 
have the present anti-dumping policies 
appeared in our statutes or in our legislation? 
{English] 

Dr. Annis: Canada introduced an anti- 
dumping provision in 1904 and this has been 
amended subsequently in detail, but the 
broad outlines have been unchanged since 
1904. 


Mr. Clermont: When was the last amend- 
ment, Dr. Annis? 


Dr. Annis: The last major amendment? 
Mr. Clermont: Yes, that is what I meant. 


Dr. Annis: I would have been in 1936, 
following the Canada-United States trade 
agreements of that year. 


Mr. Clermont: 
1957 and 1963? 


Mr. Monteith: Yes, there were. 


There were none between 


Dr. Annis: Since then there have been some 
amendments to the Customs Tariff Act relat- 
ing to devaluation that were quite important. 


Mr. Clermoni: I asked because some 
remarks were made against Mr. Macdonald, 
but I think in some instances they were 
brought up by the remarks of Mr. Hees. I 
have concluded my _ questioning, Mr. 
Chairman. 


The Chairman: Mr. Macdonald? 


Mr. Macdonald (Rosedale): Mr. Pollock, you 
referred with commendation to the Depart- 
ment of Industry’s research and development 
incentives. Do you have any _ additional 
suggestions for incentives to research and 
development for Canadian industry? 


Mr. Pollock: No, we have no further ideas 
along this line. We feel the ideas presently 
being carried out are very successful. There 
is, of course, the question whether it should 
be done by way of grants or whether it 
should be done by way of a reduction from a 
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tax point of view, as was the case prior to the 
recent change. However, we feel that the 
research and development needed in this 
country has been stimulated by these provi- 
sions and certainly ‘this should continue 
because creativity is the most important sin- 
gle factor in the development of Canadian 
industry in competition with the export mar- 
ket and in competition on the domestic 
market. 


Mr. Macdonald (Rosedale): Mr. Pollock, I 
do not know if you would feel inhibited in 
answering from your own experience in this 
regard, but with respect to exports to the 
United States do you find that your exports 
are subject to administrative harassment 
when they go into the American market? 


Mr. Pollock: Not in particular, no. We have 
been shipping into the United States market 
and latterly some of the problems we former- 
ly encountered have been resolved. At one 
time it was common practice, if you shipped 
from Vancouver, that you got one rate or one 
interpretation. If you shipped through Detroit 
you got another and if you shipped through 
Buffalo you got still another, but latterly a lot 
of this practice has been resolved. As far as 
we are concerned our operation in the Unit- 
ed States has developed reasonably well, 
although certainly not in the way we hoped it 
would. I can assure you from the point of 
view of a consumer product that it is very 
difficult to sell into the American market. The 
enonomists readily feel that it should be easy 
for Canadians to supply their products to the 
American market but it does not work this 
way because the competition in the United 
States at the present time is very keen. As I 
suggested a moment ago, there are 25 manu- 
facturers in the United States that produce 
television sets, and we have found to try and 
interject television sets from Canada into that 
market in a normal distribution manner is a 
tremendously difficult proposition. 


Mr. Macdonald (Rosedale): The problem of 
having to go through a customs barrier is 
only a marginal addition to your problem, it 
is not a major stumbling block? 


Mr. Pollock: This is right. 
Mr. Macdonald (Rosedale): Yes. 


Mr. Pollock: I would like to tell a little 
story and I would like to direct it particular- 
ly to Dr. Annis, because we sometimes hear 
economists make the statement that free trade 
between Canada and the United States would 
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be a good thing. Economists point out that 
Canadians would have a market of 200 mil- 
lion people to serve while the Americans, on 
the other hand would have a market of only 
20 million people. Under those circumstances 
it would be very much to the advantage of 
the Canadian producer to enter the American 
market. In the same vein, I would like to 
refer to the story of the young lad whose 
parents gave him a very large St. Bernard dog 
for his birthday. This little fellow was rather 
small in stature and the St. Bernard was 
rather large. The little fellow looked at the 
dog, then looked at his father, and said, “Is 
he for me or am I for him?” 
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Mr. Macdonald (Rosedale): I wonder Mr. 
Chairman, if I can pursue the examples. We 
were talking about the activities of the British 
Central Electricity Generating Board and also 
the Swedish entity, and perhaps this question 
is directed to both the representatives of the 
association and to Dr. Annis. Have those 
activities you have been complaining to us 
about been the subject matter of any com- 
plaint to the government by Canada or by 
yourself under Article XVII of the general 
agreement? 


Mr. Johnston: The complaint to the... 


Mr. Macdonald (Rosedale): Article XVII of 
the general agreement relates to the activities 
of state trading enterprises and I wondered if 
you had taken the matter up? 


Mr. Johnsion: These matters have been dis- 
cussed with people in the departments at 
Ottawa. 


Mr. Macdonald (Rosedale): I see. 


Mr. Johnston: And they were pointed out to 
Mr. Grey by my company prior to the last set 
of negotiations in Geneva. We pointed this 
out to him about a year ago. 


Mr. Macdonald (Rosedale): In speaking of 
the potential you mentioned the names of 
various individuals on the British board in 
particular. Have you discussed this with them 
in relation to Britain’s GATT obligations? 


Mr. Johnston: Have we discussed this with 
these individuals? 


Mr. Macdonald (Rosedale): Yes? 


Mr. Johnston: No, not in relation to the 
GATT obligations. 
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Mr. Macdonald (Rosedale): Dr. Annis, to 
what extent is Article XVII of effective 
assistance here? 


Dr. Annis: Rather than answering your 
question directly... 


Mr. Macdonald (Rosedale): Yes. 


Dr. Annis: ...I was going to refer to the 
fact that Canadian officials and ministers have 
from time to time discussed bilaterally prob- 
lems of this sort with the British. It seems to 
me that Mr. Burns is in a better position than 
Iam to comment on those discussions. 


The Chairman: Mr. Burns? 


Mr. Burns: Mr. Chairman, if I might just 
briefly add a thought to the discussion, I can 
confirm with Dr. Annis that in fact there 
have been discussions with the United King- 
dom regarding the matter of government pro- 
curement. This is a question, Mr. Chairman, 
which you will appreciate is also of interest 
to the United Kingdom in connection with 
exports to Canada, so that it is in a sense a 
two-way street. However, in making that 
comment, of course, I would not want to 
detract from what Mr. Johnston said in rela- 
tion to the particular example which he 
brought before us and which is not duplicated 
in Canada. Unfortunately not much progress 
has been made in this rather complex and 
difficult field. 


The Chairman: Mr. Macdonald? 


Mr. Macdonald (Rosedale): Referring to 
page 8 of the brief and to some of the non- 
tariff barriers to trade, I wonder if you would 
indicate the distinction between normal con- 
sular procedures and documentation, cer- 
tification of export documents and notariza- 
tions. How does the problem differ in each 
case? It seems to me that it is really all a 
problem of documentation, is it not? 


Mr. Lang: I might mention here that a 
number of Latin American and Middle East 
countries require all export documents to be 
certified by a chamber of commerce or a 
board of trade, and we operate in this fash- 
ion. This means in essence that every export 
document must be brought down to our office. 
We must have them swear an oath that the 
prices are their regular domestic prices and 
that these are actual export prices, et cetera. 
This is another expensive area which we feel 
is unwarranted under today’s commercial 
conditions. 
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Mr. Macdonald (Rosedale): Is notarization 
basically the same thing? 


Mr. Lang: To some extent, yes. 
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Mr. Terrell: Mr. Chairman, further to that 
particular question, may I say that not only 
do we sometimes have to have our documents 
certified by a chamber of commerce or the 
CMA—and those documents are usually in 
English—but frequently they must be submit- 
ted to the consul or the consulate with another 
set of documents in their language, whether 
it be Spanish, German or whatever, and if 
the “i? is not dotted or the “t’? not crossed, 
they are rejected. You must make up another 
set of documents and these costs—which 
range from $5 to $10 per set—plus another 
fee for the legalization add to the, shall I say, 
“penalty of exporting”. There are also coun- 
tries that insist that the goods which are cov- 
ered by these different consular declarations 
—where they apply—be packed separately 
and this imposes another non-tariff burden on 
the exporter and adds significantly to the cost 
of exports. 


Mr. Macdonald (Resedale): Under what cir- 
cumstances do you run into a prior import 
deposit? 


Mr. Terrell: Well, an importer in Chile or 
Columbia, to name two countries, as I men- 
tioned earlier has to put up anywhere from 20 
to 200 per cent of the c.if. value of the mer- 
chandise as a deposit with the government. 
That deposit lies with the government for 
various periods wp to, say, six months. In 
addition to having that money tied up in the 
way of a deposit, upon arrival of the goods he 
must pay the duties, taxes, and possibly for 
the merchandise depending on the exporter’s 
terms of payment. 


Mr. Macdonald (Rosedale): I take it that the 
special import assessments you were speaking 
of is something like the tariff surcharge pro- 
gram we had or the British have had recently 
for balance of payments reasons. 


Mr. Terrell: Yes, some countries have a 
surtax on all imports or on special types of 
imports. 


Mr. Macdonald (Rosedale): What do you 
have in mind specifically with regard to 
political embargoes? 


Mr. Terrell: Well, let us look at the Middle 
East. There are certain products that we can- 
not ship to the Middle East because they are 
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made by a firm or by a country that is on 
their so-called blacklist. 


Mr. Macdonald (Rosedale): 
Arab League list? 


Mr. Terrell: Yes. 


Mr. Macdonald (Rosedale): Are very many 
Canadian products subject to that kind of 
restriction—and I am thinking specifically of 
the Middle East. 


It is on the 


Mr. Terrell: Coca Cola is the most noted. 


Mr. Macdonald (Rosedale): How do Fords 
stand at the moment, are they in or out? 


Mr. Terrell: I think they are out. 


Mr. Macdonald (Rsoedale): Thank you, Mr. 
Chairman. 


The Chairman: I will recognize Mr. Hales. 


Mr. Hales: Mr. Chairman, my questions 
have to do with classification. I was amazed 
to learn from this brief that under the head- 
ing of imported machinery we had such 
things as hairdryers, electrical appliances and 
humidifiers. It is very difficult for me to 
understand why this basket arrangement 
would include such a conglomeration of 
machinery. I would like to ask Dr. Annis why 
this was done, and also why Canada has not 
improved her classification along the lines of 
the Brussels arrangement similar to what the 
chemical people have done. We are told that 
75 countries in the world have used the Brus- 
sels’ system of nomenclature. Why is Canada 
not within this group of countries? 


Dr. Annis: I am not sure that I can give 
very good answers to all of those questions 
but I might say something at least about the 
two most important of them. 


First, as to the classification under the gen- 
eral machinery item, or in the past items, of 
such articles as hairdryers, humidifiers, 
dehumidifiers, air conditioning units, and so 
on: This arises from the fact that as no spe- 
cial provision had been made for those prod- 
ducts on an eo nomine basis such as is done 
for refrigerators, certain electric irons, or 
some other articles which are named, they in 
effect need to seek a basket classification. For 
many many years there has been in the tariff 
very broad items relating to machinery, and 
continuously since 1935 they have, in effect, 
been divided into two parts: one providing 
for machinery of a class or kind not made in 
Canada and one for machinery of a class or 
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kind made in Canada and providing for dif- 
ferential rates. Those rates have been changed 
from time to time but in recent years they 
have been 224 per cent on the basic item in 
respect of machinery of a class made in Cana- 
da and 7% per cent on that of a class or kind 
not made in Canada. 
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I suppose there may have been a cultural 
lag here. In a sense, it may be that such items 
as have been referred to were not taken out 
of the basket category because no one strong- 
ly urged until now that they be taken out. 
There has seldom been any dispute about the 
propriety of their being maintained there. 
There are very few Tariff Board cases relat- 
ing to this, and in the few instances in which 
the Tariff Board guidance has been provided 
it has been in the direction of confirming the 
practice of the Department of National Reve- 
nue in classifying the products in question 
under that basket category. Direct cases are 
very rare. A long way back, in prewar days, 
there was a case on an electric fan and the 
Tariff Board confirmed that it was properly 
classified as machinery not otherwise provid- 
ed for. There have been practically no cases 
since then directly related to the kind of arti- 
cle to which Dr. Pollock has referred. 


There is, however, a Tariff Board decision 
—no doubt Mr. Halvorson has it in his brief- 
case—which provided guidance. The general 
purport of that was to say that articles that 
had moving parts which were driven by 
power were machines. A hairdryer, an elec- 
tric fan, a humidifier, an air conditioner 
could meet that test, and on any occasion 
when the question has been raised there has 
not been much doubt about the correctness of 
the practice of the Department of National 
Revenue as far as their classification is 
concerned. 


Now, your second question I suppose really 
raises a different issue: Why has someone 
Ove : 


Mr. Hales: Reclassified. 


Dr. Annis: Well, not “reclassified.” If the 
Department of National Revenue had reclas- 
sified them I think it is predictable that some 
interested party would have appealed their 
decision to the Tariff Board and the Depart- 
ment of National Revenue would have been 
reversed. If a change were to be made it 
would have involved a change in the legisla- 
tion creating a new item or items to cover 
these goods, and Parliament in its wisdom 
never got around to that. I think probably 
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that question is worth facing. If the decision 
were made that it was desirable to do it now 
one must recognize that certain commitments 
exist. Certain commitments exist right now as 
a result of the Kennedy Round package. Cer- 
tain commitments existed prior to January 1 
because of earlier GATT agreements. As I 
mentioned before, one of those commitments 
was that in respect of any of these machines, 
when of a class or kind not made in Canada, 
the bound rate of duty was 74 per cent. This 
commitment was renegotiated in the course of 
the Kennedy Round negotiations and the ter- 
mination of that commitment was one part of 
the package which was involved in the intro- 
duction of the new 15 per cent rate in respect 
of the whole of the new and very broad item 
42700-1 which, as has been mentioned before, 
has replaced 18 items which have been struck 
out of the Customs Tariff. I might say that it 
was the understanding on both sides of the 
table, the tables in connection with the GATT 
negotiations, that that new item would 
replace in their entirety all of the items being 
struck out. For us now to strike out of that 
item certain products and provide for a high- 
er rate of duty on them it seems to me quite 
clearly would involve either a need to 
renegotiate a commitment which the Canadi- 
an government undertook or, alternatively, to 
breach it. 
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Mr. Hales: Are you saying that if we feel a 
mistake has been made and we put electric 
toothbrushes in with big machine blades 
there is no way we can correct the error we 
think has been made? Do we have to leave an 
electric toothbrush in the same classification 
as a big blade? 


Dr. Annis: I would say that it could be 
taken out provided the same commitments 
that were made with respect to the whole of 
the item, including the electric toothbrushes, 
were adhered to or, alternatively, if one is to 
make a change of this sort, a necessary pre- 
liminary is to negotiate his way out of the 
commitment; either that or, alternatively, to 
breach the commitment. 

Parliament, of course, is always supreme, 
and can, if it so desires, enact legislation 
which is inconsistent with the commitments 
the government has made, but if it does so, 
then it must recognize that it must be pre- 
pared to face the consequences. 
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Mr. Hales: It would appear that if we have 
made some mistakes at Geneva we will have 
to pay for them. We have made a deal and 
we are in it, and that is it. 


Dr. Annis: Yes, sir, and a deal which 
involves benefits and also involves paying a 
price for those benefits. Now, there are ways 
out. 


Mr. Hales: Well, I would like to know one 
way to get out of it. 


Dr. Annis: One way is to renegotiate the 
commitment. 


Mr. Hales: And this is next to impossible. 


Dr. Annis: I would not describe it as next 
to impossible. I would say that it could more 
properly be termed to be something that 
would involve a policy decision, and that if 
that policy decision were to be taken, it 
should be taken in the light of both the pros 
and the cons, the certain arguments for doing 
it such as have been adduced in the brief be- 
fore you, and where one would have to rec- 
ognize also that there are problems involved. 


Mr. Hales: We are short of time. May we 
get on to this next question? Why did Canada 
and all the countries that negotiated not go 
into the Brussels system of classification 
before going to Geneva? Then we would 
have negotiated on an equal basis and all 
would have been playing the same game with 
the same set of rules? 


Dr. Annis: I am not sure that would follow 
from the fact that we had a Brussels clas- 
sification in advance. There would have been 
some advantages if we had and also some 
disadvantages. 


But first, on the point that something like 
75 countries have now adopted the Brussels 
nomenclature, it is true that it is easier to 
compare tariffs of countries that have the 
same nomenclature. The fact that 75 countries 
have adopted the Brussels would facilitate 
comparisons between Canadian rates of duties 
and theirs if we also went to Brussels, but 
remember that these 75 countries, while 
undoubtedly a good many of them are large 
and important countries, account even collec- 
tively for only the smaller part, not the great- 
er, of Canada’s trade. 


The United States alone supplies something 
like two-thirds of our imports and takes near- 
ly two-thirds of our exports, so that in one 
sense we would not, by going to the Brussels 
system, be adopting the classification of our 
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principal trading partners. If you followed 
your logic that we want to have what our 
trading partners have, I suppose the logic 
would indicate that we ought to adopt the 
United States classification. Now, I would not 
want to follow that, but I am just pointing 
this out as being one of the considerations 
that is relevant. 
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Mr. Macdonald (Rosedale): Is the British 
classification B.T.N., or is that distinct itself? 


Dr. Annis: The British went over to the 
Brussels just a few years ago. 


Mr. Hales: Are Canada and the 
States giving consideration to this now? 


United 


Dr. Annis: Mr. Burns could speak more 
authoritatively on the United States in that he 
is really quite an authority on the United 
States tariff. The United States rewrote their 
tariffs completely fairly recently but they did 
not adopt the Brussels classification. I think it 
would be fair to say that they were 
influenced by it and adopted provisions which 
are similar in many respects, but they did not 
adopt the Brussels classification. I am sure 
Mr. Burns could enlighten us properly on 
that. 


Mr. Hales: That is fine. Thank you very 
much, Dr. Annis. Just one other question, and 
then I have finished. What was the thinking 
of the officials when you were swapping and 
trading and you asked certain industries to 
accept this reduction in tariff in one fell 
swoop? I am thinking of the steel wire indus- 
try which happens to be in my area. On 
January 1 this year they had to absorb the 
full tariff cut which, I think, was 15 or 22 per 
cent, and at the same time were expected to 
compete with Belgium, Sweden, and other 
competitors from European countries. This 
has made a pretty rough deal for them, and 
naturally they felt that it should have been 
phased out in the same way as for other 
industries. 


Dr. Annis: We need to draw a distinction, I 
think, between steel wire and other types of 
wire, and the electrical appliances that were 
talked about earlier. The Tariff Board was 
given a reference quite some time ago, and 
asked to examine and report on wire and 
wire products of any material, including 
steel, aluminum, copper, and other metals. 
The Board submitted a report shortly after 
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the Kennedy Round negotiations commenced 
but before they had got very far, in which it 
recommended a revision of the relevant tariff 
items of a sort that involved reductions on 
quite a few of the more important items. 
Some of those reductions were quite sharp, 
but it did not involve reductions only. The 
Board’s recommendations involved a re-write 
in provisions, the deletion of certain end-use 
items which provided for free entry of wire 
for some purposes, and increases in rates on 
some types of wire where they knew the rates 
were out of line. 


The Government decided it would adopt 
the recommendations subject to some very 
minor changes that had been made by the 
Tariff Board and, since these on balance 
involved reductions in rates, that it would be 
good business not do do this unilaterally as 
would be the normal course on the receipt of 
Tariff Board recommendations, but rather to 
offer the new provisions as concessions in the 
Kennedy Round and to ask our trading part- 
ners to pay for them. This is what was done, 
and the rates as they have emerged in this 
agreement are the rates recommended by the 
Tariff Board with one or two minor excep- 
tions which I might mention later. 

It is fair to assume I think, on the basis of 
past precedence, that it is likely the govern- 
ment would have introduced those in a single 
step as normal budget resolutions if there had 
never been a Kennedy Round. 


Mr. Hees: May I ask a supplementary? 
The Chairman: If Mr. Hales will yield. 
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Dr. Annis: I might just add one point in 
connection with the Tariff Board. The govern- 
ment adopted the Tariff Board recommenda- 
tions with only minor changes. I might fill 
that out by mentioning what those changes 
were. The Board’s recommendations would 
have involved increases in the British prefer- 
ential rates of duty on two or three products, 
including barbed wire which was mentioned 
before and certain wire and steel rope for the 
fishing industry which it was decided not to 
implement. Those particular rates were less, 
as they had been previously, despite the fact 
that the Board had recommended an increase. 


Mr. Hales: Well, we looked after the farm- 
er and the fisherman there so I will drop it. 


Dr. Annis: Yes, but in that case I would 
think—well, what I was going to say might 
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be open to argument. I was going to say that 
in these particular cases it was possible to do 
so without risking any serious injury to 
Canadian wire producers but it may be that 
some of them in contact with you have dis- 
puted that. 


The Chairman: I suggest to the Committee, 
since we have a number of members that 
have not yet had a chance to ask questions or 
make comments and since our witness for this 
afternoon is Electrohome Limited, represent- 
ed by Mr. Pollock, that we continue our dis- 
cussion with the Canadian Manufacturers’ 
Association at our afternoon session and then, 
when we have completed that, we hear from 
Electrohome during the concluding portion of 
our session this afternoon. I think that would 
be a more reasonable way of proceeding rath- 
er than attempting either to shoe-horn a num- 
ber of the members opportunities for ques- 
tioning into the remaining period before our 
adjournment, or to deprive them completely 
of the opportunity. 


Mr. Hees: You are always very fair. 


Mr. More (Regina City): You have 
anticipated the point I was going to raise, Mr. 
Chairman. 


The Chairman: I presume this means it was 
a good point. Perhaps we can continue—I do 
not suggest that we adjourn now; let us con- 
tinue until one o’clock. I believe Mr. Hales 
has completed his questions and I now recog- 
nize Mr. Gilbert. 


Mr. Gilbert: Mr. Chairman, I am going to 
direct the attention of the members to the 
trade barrier problem that Mr. Johnston set 
forth. He said that his particular company 
had experienced difficulties in England and 
Sweden with regard to obtaining markets in 
those countries. 

I happened to read the speech by J. Her- 
bert Smith, the President of the Canadian 
General Electric Company to the Electric 
Club of Toronto on November 16. This forms 
part of our evidence. He sets forth a four- 
point program with regard to meeting the 
problems of the Kennedy Tariff. He says that 
the last one, which is the fourth one, is ask- 
ing for provincial support in developing a 
new purchasing relationship between power 
commissions and the electrical industry. Is it 
not the very same thing you are decrying 
about England and Sweden who are prohibit- 
ing entry into their markets if you want a 
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special relationship with these provincial 
power corporations? 


The Chairman: Mr. Johnston, can we hear 
from you on this? 


Mr. Johnston: That is exactly what we are 
recommending; that is exactly what we are 
attempting to do. It is our feeling that so long 
as these other countries want to play by that 
set of rules the same set of rules should apply 
to Canada. We have a responsibility to our 
employees for sets of people who have a 
claim on our firm and also on the other firms 
within the industry—our employees—and 
they do not buy much when they are 
unemployed... 


The Chairman: Unless we told the Consum- 
ers Association. 


Mr. Johnston: ... right, and our sharehold- 
ers, the government who collects its share of 
the taxes and to our suppliers. 


Mr. Gilbert: I am not criticizing. 


Mr. Johnston: If we are going to play in the 
international market by a set of rules that is 
loaded against us and people are allowed to 
dump into this country without any inhibitions 
or rules that prevent them from destroying 
our industry, then we are going to end up 
with our employees unemployed and, as I 
said, they do not buy very much when they 
are unemployed and this just goes around in 
@ vicious circle. 
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We intend to recommend to the power com- 
missions in Canada that they support Canadi- 
an industry until after it has been proven 
that the rules in these other countries are the 
same as in Canada; that is, that we have 
uninhibited entry to their markets, that we 
can obtain specifications, that we can put in 
a bid price, that the bid price is published, 
we know who got the contract, what the 
prices were for the comparative bids—this is 
what goes on in Canada, gentlemen. 

If you are a manufacturer, whether you are 
a foreign or a Canadian manufacturer, you 
can go to Ontario Hydro and ask for the 
specifications, say that you are qualified to 
bid, you can bid, you can obtain the prices, 
you know who bid what. So long as you can 
meet the technical specifications you can get 
the business. When we get that kind of a set 
of rules internationally we are quite prepared 
to compete but we do not want the base of 
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our industry destroyed in Canada, because 
once the heavy equipment industry is 
destroyed these are skills that will disappear 
and they are most difficult to build. 

You can say, well, why not transfer them 
to some other activity? The kind of invest- 
ment and the kind of skills that are involved 
in this industry are the kind that you do not 
transfer lightly to another industry. 


Mr. Macdonald (Rosedale): May I ask a 
supplementary? 


Mr. More (Regina City): Mr. Chairman, on 
a point of order, the point struck me that 
there is an eager beaver down here who is 
interrupting whenever he chooses without 
asking consent of the man who has the floor 
or going through the Chairman. I think it 
would be a lot better for all of us if he did 
what should be done, and that is go through 
the Chairman. 


Mr. Hees: I would like to speak to that 
point. . 


Mr. Macdonald (Rosedale): Well, Mr. Chair- 
man, may I ask a supplementary? 


Mr. Hees: Mr. Chairman, I would like to 
speak to the point of order. IJ asked permis- 
sion of Mr. Annis to ask a supplementary a 
few moments ago. I was refused so therefore 
I naturally expect that you would refuse Mr. 
Macdonald. 


The Chairman: I think the procedure we 
have adopted—and perhaps it is unique to 
this Committee—is to permit supplementary 
questions only if the person who has the fioor 
is willing to yield and, if the period of ques- 
tioning is completed, this includes the person 
who is next on the list subject, of course, to 
some over-all supervision by the Chairman. 

We have used this procedure with some 
success over the past several years and I 
think we are all aware of these principles. 
There are times when it seems obvious that 
the person asking the question will not object 
and I do not take the time to ask him if he 
yields, but I do this only when the situation 
seems to be obvious, otherwise I take it upon 
myself to clarify the situation. 

Possibly, therefore, I could place the onus 
on Mr. Gilbert and I know that none of us 
will be upset if he insists on going on with 
his questions without interruption or, on the 
other hand, if he yields to a supplementary 
question. 
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Mr. Gilberi: It is very kind of you, Mr. 
Chairman, to put the onus on me. It has been 
the practice in the past... 


The Chairman: I said the onus is on you 
subject to over-all supervision and regulation 
by the Chairman. 


Mr. Gilberi: I am prepared to follow the 
rule of the past and to yield to my friend if it 
is a short question. 


Mr. Macdonald (Rosedale): I can thank Mr. 
Gilbert for his courtesy. 

I would like to ask a question to make clear 
your reference to making a submission to the 
provincial power authorities. You are not sug- 
gesting that the federal government should 
put an embargo on to be lifted reciprocally if 
you get the other treatment? 


Mr. Johnston: We have not considered that 
as a company, and I am only speaking on 
behalf of my own company; do not misinter- 
pret this in relation to the Canadian Manufac- 
turers’ Association. 


The Chairman: Before we turn to Mr. Gil- 
bert I want to add a further point of clarifica- 
tion to my elaboration of policy on supple- 
mentary questions. I think it is understood 
and implicit in what I have said that the 
supplementary questions should be short and 
to the point, and I say this without reflection 
on any questions that have been asked today. 
Obviously we would not want to see them 
develop into substitutes for the regular period 
of questioning allotted to the member who 
asked the question. 


Mr. Gilbert: Mr. Chairman, I would like to 
ask Mr. Johnston whether he implies that the 
result of this new arrangement with provin- 
cial governments and power commissions 
would mean that the Canadian public would 
be subsidizing Canadian manufacturers for 
the purpose of ensuring the continuation of 
the particular business that is being 
protected? 
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Mr. Johnston: No, I do not think they will 
be subsidizing the Canadian manufacturers; 
the Canadian manufacturers are not making 
that much profit on this kind of business and 
I think this is in the national interest, and if 
you want a further statement it is that the 
people the Canadian public are subsidizing in 
this respect are the manufacturers in Great 
Britain when they buy their equipment or 
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any of these other people who have these 
peculiar dual-pricing arrangements: a higher 
price for the domestic market, whereby they 
get 165 per cent return on their investment, 
and a very low price in the export market. 
These are the people who are being 
subsidized. 

Mr. Gilbert: Mr. Chairman I will move on 
to the second question which has to do with 
productivity. On pages 12 and 13 of their 
brief they set forth that the productivity of 
Canadian manufacturing vis-a-vis American 
is between 30 and 33 per cent lower. On page 
12 they say: 

The rate of improvement in output per 
worker has been disappointing, yet the 


upward push on costs has been continu- 
ing unabated. 


And in another place they say: 
Of the seven large member nations of the 
Organization for Economic Co-operation 
and Development, Canada’s growth of 
output per worker ranked seventh in the 
1960-65 period. 


Again, I am going to direct our attention to 
the speech by J. Herbert Smith. I am reading 
from page 4: 

The Economic Council quite properly 
points with considerable concern to the 
30 to 35 per cent lower level of manufac- 
turing productivity in Canada as com- 
pared with the United States. This 
unsatisfactory condition is explained as 
being principally due to the variety of 
products and models produced from our 
factories. This short production run oper- 
ation was found to be characteristic of 
secondary manufacturing in this country. 


Then he says, and this is rather important: 

The unique strength of Canadian 
manufacturing is its high efficiency in the 
production of multi-models, multi-types 
and multi-ratings of products from a sin- 
gle manufacturing area. Canadian indus- 
try probably leads the world in the high 
level of productivity it has attained in 
this type of operation. 


And as a final quote, he says: 
While it is true that the productivity of 
Canadian manufacturing is approximately 
70 per cent of that of the United States, it 
is still one of the highest in the world 
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next to the United States. The corre- 
sponding United Kingdom productivity 
ratio is 50 to 55 per cent and that of Italy 
approximately 30 per cent. 


The figures and statements you set forth in 
your brief seem to conflict with the speech by 
the President of Canadian General Electric 
Company Limited. I would imagine Mr. John- 
ston would support the President of the com- 
pany whom he represents. Wherein lies the 
difference? 


Mr. Johnston: From what I see, Mr. Chair- 
man, the difference lies in the fact that what 
is included in the brief is a paraphrasing of 
what appeared in the last report of the Eco- 
nomic Council of Canada. We differ with 
what the Economic Council says with respect 
to productivity. When you refer to the OECD, 
it is difficult to compare their productivity 
figures with the way we measure productivity 
in our industry and in the electrical industry. 


We are getting into an area of dangerous 
and invidious comparisons when we try to 
compare the figures. We in the electrical 
industry do not agree entirely with what is 
stated by the Economic Council about produc- 
tivity. They are dealing in gross amounts. We 
in our own industry and in our own firm are 
able to measure the real output per worker at 
the factory level and the plant level, and we 
made some comparisons with equivalent 
kinds of people in other countries from infor- 
mation we have been able to get our hands 
on. We know that we in Canada stack up 
exceptionally well in this multi-model, multi- 
line kind of factory. In fact, we stack up so 
well that our parent company, which has 
problems with its manufacturing plants in 
such places as Italy and other smaller mar- 
kets, sent Canadians to these places for peri- 
ods up to three or four years to help them 
with specific problems. 
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Mr. Gilbert: If you are so efficient why 
then are you so worried about agreements 
with provincial governments or power 
corporations? 


Mr. Johnston: You have missed my point. 
We are not worried if the rules of the game 
are the same as long as we can get into that 
other market. The UK manufacturers is one 
example, and the same applies to the Japa- 
nese and Swedish manufacturers and the rest 
of them that are coming into Canada. They 
have a dual pricing set-up: they have a very 
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low export price and a very high domestic 
price in their own country—even for custom- 
built equipment. I tried to point out to you 
that even on one line of product, and it is 
going to be extended to power transformers 
and other equipment in Britain, they have an 
agreement with the Central Electric Generat- 
ing Board that when paying for the material 
domestically they will be allowed to write off 
a portion of their export costs against their 
domestic business. In other words, the domes- 
tic customer, which is the government (the 
Central Electric Generating Board) is paying 
for the export costs. We know some of the 
prices that they are quoting in this country. 
We know about a recent case, which is under 
investigation, where the export price quoted 
into Canada by a UK manufacturer was so 
close to its base cost that they could not hope 
to absorb any of the other indirect costs. We 
do know in this line that our base costs, both 
with respect to labour and materials, are as 
good; and in some cases, better than foreign 
manufacturers. But here we have manufac- 
turers coming in from foreign countries and 
their whole idea, as far as we are concerned, 
is to dump and to destroy. What happens to 
prices if this industry disappears in Canada? 
What happens to our provincial utilities when 
other manufacturers in other countries can 
perhaps get together, like they have done in 
the past, and divide the world up. 

One of the things I think you should recog- 
nize is that in the past there has been tradi- 
tional markets for British, Swedish, German, 
French and Italian manufacturers and they 
have had the world pretty well divided up. 
The markets now are beginning to disinte- 
grate. They have just gone through a period 
of disintegration in Australia, Southeast Asia 
and all over the world; they now regard 
Canada as a real lucrative market, and their 
first move is to remove domestic industry. 


The Chairman: You are saying, because 
various countries have a dual pricing system 
and restrictive purchasing policies, that the 
competitive advantage that you have through 
your productivity is in effect counter- 
balanced or wiped out, and you are asking 
that you have an opportunity to make sure 
that your competitive advance in productivity 
is reflected both in Canada and abroad based 
on prices and the opportunities you have. 


Mr. Johnston: That is correct. 


Mr. Gilbert: Mr. Chairman, Mr. Pollock 
said, in respect of television manufacturing, 
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that we have nine main manufacturers in 
Canada and twenty-five in the United States. 
That brings up the problem of product spe- 
cialization and mass-run production. I am just 
wondering what your views are with regard 
to this problem. Mr. Smith says that mass-run 
production is just not feasible in Canada. 


The Chairman: He may be talking about 
two very different types of products, I do not 
know. 


Mr. Gilbert: He may be, Mr. Chairman, 
and probably Mr. Pollock can straighten it 
out. I am concerned about the problem in 
general and whether we should attempt pro- 
duct specialization or mass production to try 
to capture other markets. 


Mr. Pollock: Mr. Chairman, Mr. Gilbert 
might think of the position of a Canadian 
company, such as the Canadian General Elec- 
tric Company which is a subsidiary of an 
American parent. Under those circumstances, 
the General Electric Company can perhaps 
produce products in Canada and ship them to 
the United States, and on the other hand 
import products from the American parent on 
the same basis as do the automotive people. 
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But what happens to a Canadian company 
such as ours? We have no American parent. 
We do all our own design work and all our 
own styling. In his comment of a moment ago 
I believe Mr. Smith was referring to the mul- 
ti-efficiency and multi-model area. We have a 
line of models that competes with both 
imports and domestic manufactures. If we 
were not reasonably efficient in the multi- 
model area we would not be able to stay in 
business. We are also selling those products in 
the United States—not by any means as suc- 
cessfully as we would like to, but we are 
doing it. Our Hi-fi products, particularly in 
the United States, are doing reasonably well; 
our television products not quite so well. 
However, we feel that the efficiency of 
Canadian manufactures in this particular area 
is reasonably good. We must be doing reason- 
ably well or we could not sell our products in 
the United States. 


Mr. Gilbert: All I am seeking is your com- 
ment on my suggestion. We have nine for a 
market of 20 million, as you say, and in the 
United States they have 25 for a market of 
200 million. If you had only, say two or 
three manufacturers and two or three models 
surely your efficiency in your competitive 
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position would be that much stronger. It may 
be that we would have to direct our attention 
to assisting the Canadian industry to with- 
stand the competition... 


Mr. Pollock: Mr. Chairman, I wonder how 
Mr. Gilbert would suggest that the industry 
be rationalized? The only way that can be 
done, as I see it, is if the Clairtone company 
and ourselves sold out to General Electric or 
Westinghouse or RCA; because RCA certainly 
will not sell to Westinghouse, nor will West- 
inghouse to General Electric, and that sort of 
thing. 

Under those circumstances, the rationaliz- 
ing of the industry in that sense is not 
possible. 


The Chairman: 
with Electrohome? 


What if Clairtone breaks 


Mr. Pollock: That, sir, is a question on 
which I have no comment at the moment. 


The Chairman: Mr. Gilbert, do you wish to 
continue this afternoon? 


Mr. Gilbert: I think I had better do that. 


The Chairman: We will adjourn until after 
Orders of the Day. 


——$—$—$ 
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The Chairman: Gentlemen, we will resume 
our meeting now on an unofficial basis for the 
moment. When we adjourned I believe Mr. 
Gilbert had the floor and he had further 
questions to ask. 


Mr. Gilberi: Mr. Chairman, one of the main 
problems I see with regard to Canadian 
manufacturers is the problem of their decid- 
ing between product specialization and multi- 
product, multi-model, multi-rating type of 
production. 

I also see the problem that the Canadian- 
owned manufacturer faces. He must first 
establish a strong domestic market before he 
can consider exports. 

From evidence we have received from 
other witnesses applying to foreign-owned 
subsidiaries in Canada, the reason they set up 
branch plants in a place like Canada primari- 
ly is to serve the domestic market, and in 
some cases their export policy is determined 
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by the parent company and, if not by the 
parent company, by an _ international 
corporation. 


It seems to me that we cannot expect too 
much of an increase in exports from foreign- 
owned subsidiaries in Canada because of their 
concern for the domestic market and their 
lack of control over the export market. 
Therefore, it falls to Canadian-owned manu- 
facturers to strengthen the domestic market 
and find ways and means of expanding the 
export market. 


I would like to hear the views of the mem- 
bers concerning the ways and means by 
which Canadian-owned manufacturers can 
strengthen the market here and expand their 
export market. What can we as a government 
do to help them in this regard? 


Mr. Pollock: Mr. Chairman, that puts us 
very much on the spot. I think so far as Mr. 
Gilbert is concerned, in very general terms 
he is right. The original approach of compa- 
nies, coming in from the United States was to 
serve the Canadian market and also to serve 
markets of the Commonwealth. But I do 
believe this is changing in a lot of compa- 
nies. The Coleman lamp Company is an 
example—Mr. Terrell will not be here this 
afternoon—and all of their exports are car- 
ried on regardless of where it is, not just the 
Commonwealth, through the Canadian 
subsidiary. 
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Canadian companies by and large are 
awakening to the fact that there is an oppor- 
tunity in the export market; I am thinking 
now of secondary manufacturers and we hear 
more and more every day. Mr. Lang and 
other men in his Department having to do 
with exports certainly hear more and more 
each day about companies that want to know 
about what duty is applicable on this, that or 
the other part going to here, there or the 
other place. 


I think Canadian manufacturers are 
awakening to this. I think the research and 
development incentives will have a great 
deal to do with this. Our own company is an 
example. if we tried to sell in the United 
States and we depended upon an American 
company for our designs and styling, our 
engineering work, I think we would be in the 
position where this company would say, all 
right, you export anywhere else but do not 
ship into the United States. 


However, because we designed our own 
television sets and practically all of our prod- 
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ucts and styled them all, we are in a posi- 
tion that we can ship there. Now, I think 
incentive in this area is perhaps one of the 
most important means of stimulating the 
Canadian industry to export. 


There are other angles. I do not know 
enough about this and I wish Mr. Terrell 
were here because he has much more knowl- 
edge than any of the other members of our 
delegation and he would be able to answer 
this more effectively, but I can tell you that a 
lot of companies are endeavouring to do this. 


I think more and more this will be the case. 
We do need, I think, to begin with as you 
pointed out, a good solid base in Canada and 
from that point of view the Canadian indus- 
try has to be more profitable. I think one of 
the great problems in Canadian industry 
today is that it is not as profitable as it should 
be from the point of view of being able to 
afford research and development, and activi- 
ties of this sort. 

All of this costs money. We know because 
we have spent a lot of money endeavouring to 
sell products in the United States, and it is a 
costly business. A company needs to make 
profits in order to afford it and I think a 
good, stimulating environment for Canadian 
secondary manufacturing plus as much by 
way of research and creative stimulants, will 
help do a job for us. 

Mr. Johnston, would you like to say any- 
thing further on that? 


Mr. Johnston: Only to the degree—and I 
can speak only from my own experience; 
maybe other companies have different poli- 
cies—that so far as my company is concerned 
we do export to all parts of the world, even 
into the United States. We export such things 
as wringer washing machines, drives for elec- 
tric lawnmowers, kettles and a whole host of 
things to the United States and also to other 
parts of the world. 

We have sold and are building an atomic 
power plant in Pakistan which is developed 
on a concept with strictly Canadian design. It 
will be a heavy water moderated and cooled 
natural uranium reactor. We bid on the Fin- 
land job which, unfortunately, was not 
awarded and we are bidding in a consortium 
of the Argentina job in the atomic power 
area. We export generators to Brazil and 
other places. 

I do not think this, as a generalized state- 
ment, applies to all companies. Now, it may 
apply to some and that is the only comment I 
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have to make in this area. I know that we 
take advantage of the research incentives in 
our company for developing Canadian de- 
signed equipment and which we promote 
the sale of in the world markets. Actually the 
atomic power is, and all the machinery and 
so on associated with it. We operate this way 
and there is no attempt by our American 
parent to say we cannot do it. 


The Chairman: I presume what Mr. Gilbert 
had in mind was stimulated by evidence we 
had from representatives of the Machinery 
Equipment Manufacturers’ Association of 
Canada, the chief spokesman of which said— 
and I believe I am summarizing what he said 
correctly—that 60 per cent of the members of 
his organization were foreign controlled and 
that their parents established them primarily 
to share the limited Canadian market and it 
was unlikely that they would be allowed 
actively to seek exports. 
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On the other hand, I think quite encourag- 
ingly, The Canadian Chemical Producers 
Association that appeared before us, and 
people like yourself today, have shown us a 
somewhat different picture relating to your 
rather different industries even though there 
is a pattern of foreign ownership in them. 


Mr. Johnston: We have a subsidiary in the 
heavy machinery area the Dominion Engi- 
neering Works Ltd. which is a member of 
that Association. It exports to the United 
States; fact, just about two weeks ago it was 
awarded a big order for hydraulic turbines 
for the United States. 


The Chairman: Perhaps you ought to have 
your subsidiary talk to representatives of the 
other subsidiaries and associations and get 
them to emulate your policy. 


Mr. Johnsion: It may be an attitude of the 
parent company; I do not know. A parent 
company is a multi-national company that 
Operates in all countries of the world and is 
very cognizant of the national interests of the 
populations of the countries in which it oper- 
ates; also the fact hat there are minority 
shareholders and they are very cognizant of 
their interest, too. 


Mr. Lang: I might add, Mr. Chairman, that 
we do provide an important service to 
Canadian manufacturers in the export busi- 
ness, not only in my department which is the 
Tariff where we deal with documentation, but 
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in other departments of the Association such 
as transportation and ocean freight. Our com- 
mercial intelligence looks into market pos- 
sibilities and it is true that the reductions in 
United States duties under the Kennedy 
Round have stimulated a great deal more 
interest by Canadian manufacturers in know- 
ing what the duty rates are, and in many 
instances they are quite surprised to find, for 
instance, that the exchange differential is just 
about equal to the duty going into the United 
States. We are hopeful that the general pat- 
tern of trade, which obviously in the past has 
been more or less a one-way street from the 
United States to Canada, will start going the 
other way, which will make it a two-way 
proposition. Certainly this is most important 
and we are trying our best to stimulate the 
general interest of our membership. Of 
course, this includes United States subsidiar- 
ies that, admittedly came to Canada in the 
first instance to supply the domestic market 
and to supply the preferential countries 
where we have a competitive advantage from 
a tariff standpoint. They are now beginning to 
look at their parent companies to determine 
whether there are certain components or 
finished goods which they may be able to 
make as cheaply in Canada as their parent 
company. 


Mr. Gilbert: Mr. Chairman, Mr. Johnston 
stated this morning that we have to take 
business as it stands. He cited the experience 
of his company in England and Sweden. We 
read the suggestion of the President of 
Canadian General Electric that they should 
have purchasing arrangements with provin- 
cial power corporations that would give their 
goods a preferred position. Would you suggest 
that this type of approach should apply to 
other goods in order to protect Canadian 
manufacturers? 


Mr. Johnston: Is this question directed to 
me? 


Mr. Gilbert: To any one of you. 


Mr. Johnston: Mr. Gilbert, as I explained, 
in our field of interest the international rules 
of the game are such that we feel we can go 
to the utility with a good story and say, “This 
is what we think you should do in your own 
interests”. We feel we can explain the 
benefits to be derived. 


Mr. Gilbert: I am prepared to accept your 
premise but should it apply to other prod- 
ucts? If these are the rules of the game, 
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then it may be incumbent on us to comply 
with those rules and to protect Canadian 
manufacturers. 
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Mr. Johnston: If the rules of the game are 
the same in other segments of heavy industry 
as they are in the heavy electrical apparatus 
industry, then I would say that if we wish to 
maintain a base of heavy industrial capacity 
in this country those industries should be 
looking for the same thing with their custom- 
ers, that is, if their customers deem it impor- 
tant to their future survival and their future 
service within the industry to maintain a 
supplier in Canada. I think the utilities are 
faced with this kind of decision today under 
the existing set of rules. 


Mr. Pollock: Mr. Chairman, I think as far 
as the Canadian Manufacturers’ Association is 
concerned that we can say, that its general 
policy is to look forward to an environment 
which is stimulating for the development of 
secondary industry. We are not necessarily 
looking for this particular matter unless, let 
us say, there may be some special circum- 
stances that would occasion such a thing, but 
this is not the rule. As you know, in the 
United States they have a “Buy American” 
program, and I think by and large the Cana- 
dian Manufacturers’ Association has pushed 
the concept of “Buy Canadian” very hard. 
We would very much like to have a little 
more attention paid to this and we will con- 
tinue to work in this particular area. How- 
ever, I do not believe we are interested in any 
special deals, and I think you can understand 
the situation in which Mr. Johnston’s com- 
pany has found itself in the particular case 
that he cited. 


Mr. Gilbert: That is all for the mcment, 
thank you. 


Mr. Hees: I would like to go back for a 
moment to the question of dumping. Before 
lunch Dr. Annis was asked by one of the 
members of the Committee if any changes 
had been made during the past few years in 
the anti-dumping law. I think he mentioned 
that it was in 1962, or some time around then, 
that some changes were made. 


Dr. Annis: I do not think that is quite what 
I said, Mr. Hees. I referred to some very 
important changes that were made in 1936. 
This is going a long way back to the time 
when that 10 per cent rule was established. 
There is still in effect an Order in Council 
which was passed at that time. 
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Coming down to more recent times, there 
were rather extensive amendments in the 
Customs Act which affected the basis for 
valuation in 1948. There have been some 
other less important ones since then. Those 
have some relevance to the anti-dumping 
provisions, even though they do not affect 
section 6. 


Mr. Hees: I am not conversant with those. 
This was to simplify the examination of value 
for duty to make sure that it was more and 
more difficult for people to dump in Canada. 
Was that the idea? 


Dr. Annis: I would not want to generalize 
too broadly. If one refers specifically to the 
amendments made in 1948, they were to 
square the provisions of the Canadian legisla- 
tion in this field with the provisions of the 
GATT which had been negotiated the previ- 
ous autumn. 


Mr. Hees: I would like to ask the appropri- 
ate members of the Canadian Manufacturers’ 
Association to give their opinion on the 
desirability of the old anti-dumping laws as 
they exist even today and those that are 
proposed to be adopted next July. Would one 
of you gentlemen like to comment on the 
feasibility of operation, and as manufacturers 
how you would like to operate under one set 
of rules or the other. I would like to hear an 
opinion on this. 
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Mr. Lang: Certainly we did not initiate this 
change from the present basis of anti-dump- 
ing through the international code. I am not 
sure whether the government representative 
will confirm this, but I believe that Canada 
was under considerable pressure in the GATT 
negotiations to adopt the international code. I 
think there was pressure from England and 
possibly from the United States, and it was 
decided—I am not too sure just why—to 
adopt the international code. Having done so, 
we know we are going to live with it and we 
want to make sure that it is as effective as, or 
possibly even more so, the other legislation. 
We think this is going to depend not so much 
on the actual wording of the new legislation 
but on the way it is administered and 
enforced. It is most important that complaints 
of dumping be looked into promptly and that 
the customs authorities satisfy themselves 
whether or not dumping has taken place. 
Also, that the board, which is to be estab- 
lished, does in fact make quick decisions on 
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whether injury is being caused or whether 
there is a threat of injury. If this is done, 
then certainly there is no reason to believe 
that the new legislation cannot be as effective 
as the present legislation. Time alone will 
tell, and we are just going to have to live 
with the situation and, as I say, this is an 
area of some deep concern. 


Mr. Hees: Just from your practical experi- 
ence of dealing with these matters, how long 
do you think it would take from the time the 
goods were brought into the country until 
their sale could be stopped, provided injury 
had been proved? How long do you envisage 
this will take, knowing the practical difficul- 
ties of these things? There is the application 
to the board, the length of time it takes to 
have a hearing assembled and the length of 
time it takes to bring down a decision. How 
long do you think might be required in the 
normal course of events? 


Mr. Lang: It is very difficult to generalize 
here. There should be no reason, on importa- 
tions from the United States, that the infor- 
mation should not be obtained promptly. It is 
more difficult when you get into Japan, Hong 
Kong and some of these out-of-the-way areas, 
where competition is pretty rough, because of 
the difficulty in getting factual information on 
which to determine whether or not there is a 
bona fide case of dumping. The time element 
is important here and we are hopeful that 
perhaps some new procedures can be estab- 
lished. It may even warrant the opening of 
new offices by the Department of National 
Revenue in order to get such information 
promptly. Certainly under normal circum- 
stances, as far as the United States is con- 
cerned, I would say that three months should 
be ample time in which to complete an inves- 
tigation and determine whether dumping has 
taken place and whether injury has been 
caused. 


Mr. Hees: Would you not consider that 
within three months an industry might be 
done irreparable harm if the commodities 
brought in as a result of the first effort were 
very large, as they undoubtedly would be? 


Mr. Lang: This is very real, very real. 


Mr. Hees: In other words, you have great 
fear of this new legislation? 


Mr. Lang: But there is a provision in the 
Code, and this is something which we like, 
under which you can take action immediately. 
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Up to this time, under the old law, the De- 
partment of National Revenue were reluctant 
to impose anti-dumping duties until they had 
the facts. Now under the new code there is an 
arrangement where provisional action can be 
taken, and we would hope that where over- 
night dumping of large surpluses is found to 
be the case decisions will be taken to impose 
provisional anti-dumping. Under the Code the 
government has only 90 days in which to 
determine whether or not there has been in 
fact actual dumping. So there are some pluses 
in the Code. I would not want to give the 
impression that it is all a matter of concern. 
If these facts are put into law and, as I say, 
action is taken administratively to look at 
every case individually on its merits and 
prompt action is taken then I think we can 
live with it. We would hope that it would be 
just as effective as our current legislation. 


Mr. Hees: I would like to ask another ques- 
tion of Dr. Annis. Going through the new 
tariff changes I have noticed a lot of items 
where the tariff has been reduced all in one 
stage instead of in four stages, and some of 
those reductions have been quite considera- 
ble—for instance, from 224 per cent down to 
15, which is quite severe. What was the 
thinking that went on in the negotiator’s 
mind—when it was agreed to impose a com- 
plete drop in tariff in one crack instead of 
over the four years as I think we all under- 
stood was the original intention. Why was it 
done that way? Why were not these reduc- 
tions spread over four years as a general 
rule? 


The Chairman: Perhaps, Dr. Annis you 
could summarize some of the comments you 
made on this this morning. 


Dr. Annis: In the first place I would men- 
tion that as a general rule the Canadian cuts 
are staged, although you are quite right in 
pointing out that there are quite a few excep- 
tions to that. 
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Mr. Hees: I am just wondering why there 
were exceptions. The other rule seems to be a 
good, sensible one. 


Dr. Annis: There is more than one reason 
for that and it depends to some extent on the 
nature of the goods. One class of cases, a 
class to which Mr. Pollock and the CMA do 
not object—he confirmed that this morning 
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—would be the type of non-competitive prod- 
uct that is illustrated most clearly by the 
tropical products. There are some others 
which do not fit quite into that class but have 
analogies, and primary lead, zinc and copper 
are examples of these. In each case, of 
course, we produce those in Canada. But in 
each case it was the view that our competi- 
tive position is so strong that we do not need 
protection and that it is more important to 
safeguard the position of the secondary user. 
So this is the second group of cases. 


Mr. Hees: The cases I am worried about 
are the manufactured articles, of which I 
know there are some. I know there are some 
electrical goods which are particularly impor- 
tant to these gentlemen here. I notice those 
when going through the tariff. 


Dr. Annis: Yes, that is quite right, sir. I 
gave a brief summary of some of the reasons 
this morning. 


Mr. Hees: I am sorry but I was at the 
Constitutional Conference earlier. 


Dr. Annis: Well possibly I could repeat part 
of it, or it might be more helpful if I refer to 
what are probably the chief items that Mr. 
Pollock and others have in mind when refer- 
ring to these accelerated reductions. 


Mr. Hees: If these have been dealt with I 
do not want Dr. Annis to go over them. It is 
my fault that I was not here. I was attending 
the Constitutional Conference. If it is in the 
evidence I will read it tomorrow. 


The Chairman: Fortunately our proceedings 
are being printed rather quickly and perhaps 
that would be the best way of harmonizing 
the various issues. 


Mr. Pollock: Mr. Chairman, might I make 
one short comment on this particular matter. 
When Dr. Annis referred to these accelerated 
tariff reductions this morning he suggested 
that one of the purposes was to stimulate 
activities in order to reduce costs in Canadian 
industry, thereby providing more competi- 
tion. This suggests that the manufacturers of 
these particular areas were certainly not 
efficient and perhaps that they did not have 
enough competition. I would like to draw to 
the Committee’s attention this particular 
point. For example, let us take television, 
which I mentioned this morning. There are 
many more companies in Canada in propor- 
tion to the population than there are in the 
United States. In addition to that we have 
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sets coming in from several companies in the 
United States and sets coming in from Japan. 
There is a lot of competition in this particular 
field. Some of these gentlemen may not know 
anything about the furniture industry—it was 
not included in this group—but speaking of 
competition, there are well over a thousand 
companies in the furniture industry compet- 
ing for the business in this country. So the 
Canadian manufacturing industry generally is 
a very competitive business and we do have 
to get our pencils out and sharpen them all 
the time because this is the role of survival, 
it is the only thing that does allow us to 
survive because competition is extremely 
keen. But it was not necessary that we have 
the accelerated reduction to stimulate us to 
work for reduced costs. 


I would also like to make one other com- 
ment. Reducing these costs on an accelerated 
basis certainly does not seem to us to be in 
keeping with the concept that the government 
has set up, an adjustment assistance program. 
The government is not interested in being 
harmful to industry; on the contrary, they 
wish to help it. But why do something initial- 
ly that can be harmful to some companies? 
Had it been the reverse, the smaller cuts 
taken to begin with and the larger cuts taken 
at the end, it would seem to me that there 
would be less call upon the adjustment assist- 
ance program because manufacturers basical- 
ly like to develop their own ways and means 
and their own efforts to do their own job. 


Mr. Hees: Mr. Chairman, having missed the 
discussion this morning could I just ask if it 
was the government’s point of view that by 
suddenly creating all of the drop in one fell 
swoop this would provide a little bit of a spur 
to industry that was not really alert enough 
on its own and it needed a little inducement 
to become more competitive? Is that the 
answer? 


The Chairman: Mr. Hees, I think it is diffi- 
cult to ask the officials to comment on what is 
essentially a question of policy considerations. 
If the officials of any of the departments pres- 
ent who were involved in the negotiations 
feel they would not be out of keeping with 
their positions to comment on the sort of fac- 
tual or information basis on which the 
approach was taken I will allow them to do 
so, but we do not want to ask them to say 
things which are not in keeping with their 
positions. I am not saying that it is not a very 
interesting question. 
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Mr. Hees: It rather struck me, from what 
Mr. Pollock said, that the government had 
given this as a reason for suddenly dropping 
these tariffs in one fell swoop instead of over 
the customary four years, and it seemed a 
little strange the government would take the 
attitude that industry, particularly competi- 
tive industries like the electrical industry, 
was not competitive and did not work hard 
day and night to get the costs down but need- 
ed government to give them the extra lash by 
dropping the tarrifs suddenly and saying, 
“Come on boys, you have not been very ener- 
getic or watchful. Now get to work and this 
will stir you on.” 


The Chairman: I think we should ailow Dr. 
Annis to respond. 


Mr. Macdonald (Rosedale): Mr. Chairman, 
on a point of order, I think it is rather unfair 
to Dr. Annis, after he gave a very logical and 
eareful explanation this morning to take one 
element out of it. Mr. Hees has acknowledged 
he was not here. 


Mr. Hees: Mr. Chairman, I am sure that 
Dr. Annis is very well able to look after 
himself. It seemed from the discussion this 
morning that this was the impression Mr. Pol- 
lock—a very practical, sensible man—got 
from somebody. I was wondering where he 
got it from. 

Obviously he must have been given this as 
a reason why the government dropped tariffs 
in one year instead of in four and I am sim- 
ply trying to get some information because, 
unfortunately, I was not able to be here 
myself this morning being one of the people 
delegated to be at the Constitutional Confer- 
ence in the other wing of the Parliament 
Buildings. 

I am sure Dr. Annis can answer very ably 
for himself, Mr. Macdonald, and I do not 
think we need to have you always stepping in 
protecting everybody at all times. These gen- 
tlemen are very able people and able to 
answer questions themselves, but I wish you 
would allow them to do so. Could we have an 
answer from Dr. Annis? 


Mr. Macdonald (Resedale): Mr. Chairman, 
in all fairness, after all Mr. Hees originally 
said he did not hear the full evidence this 
morning and now he is putting Dr. Annis in 
the position of having to put it all back in the 
record again. 
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Mr. Hees: I just asked one question because 
I could not believe that the government 
would take this attitude and I am just trying 
to clear it up. If I am misjudging the govern- 
ment’s actions then I would like to know 
about it and make it all clear and above- 
board. We would just like to have the record 
straight, Mr. Macdonald. 


The Chairman: In recognizing your desire 
to be helpful, I think we could resolve the 
matter very simply by asking Dr. Annis to let 
us know the context in which he made the 
reference which was seized upon Mr. Pollock 
a few moments ago. I think it was a much 
more limited context than perhaps we might 
have thought. 


Dr. Annis: I think I can give a partial 
answer, Mr. Chairman. It is not a complete 
answer and I will not attempt to repeat all 
that was said this morning but a part of the 
answer is related to the decision to introduce 
this machinery plan which involves a one- 
step cut on machinery over a very wide area 
from 224 per cent to 15 per cent. 
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This was a package and a package which, 
from the point of view of the Canadian 
machinery builder, had some disadvantages 
but also from his point of view had some 
advantages. But I am taking that as a given 
fact. Now, assuming the decision to go to 15 
per cent as of January 1, 1968, on machinery 
then if certain other cuts to which Canada 
had agreed had been staged and only one- 
fifth of the total cut had been introduced as 
of January 1, there would have been some 
fairly obvious anomalies created. 


Now, here we are dealing with things 
where there are shades; there are differences. 
If we take one or two of the clear-cut cases 
there is an item that relates to bearings which 
had a rate until December 31 of 174 per cent. 
Almost all bearings go into either machinery 
or vehicles and if that reduction from 1734 per 
cent to 15 per cent had been staged we would 
have had a situation where the rate of duty 
on bearings, parts of machinery, would have 
been higher than on finished machinery. 

This would have seemed to have been an 
anomalous situation and was a factor in the 
decision to make the cut on bearings in one 
step from 174 per cent to 15 per cent. Now, 
this represents one sort of case. There are not 
many such examples but there are some oth- 
ers of the same sort. 

I might mention certain forgings. There is 
an item that relates to forgings and in some 
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respects the situation there is similar; in some 
respects it is different. The present rate is 225 
per cent and the end rate is to go to 173 per 
cent. In this case the decision that was made, 
whether it was a good decision or not I will 
not argue, was to make half the cut as of 
January 1, 1968, to go from 223 per cent to 20 
per cent and then stage the remainder of the 
reduction. 


If one wants to argue about it, it would 
seem to me that it would be easier to make 
an argument that we should have gone faster 
rather than slower and, in fact, it was this 
sort of item that I think the Canadian Im- 
porters’ Association and also the machinery 
and equipment people had in mind when they 
referred to the fact that under the new 
arrangement in some cases rates of duty on 
parts and materials would be higher than 
those on finished machinery. 


That is true, but this acceleration, at any 
rate, reduces the discrepancy. Now, this is a 
compromise, you see. There are other cases 
where the argument may not be quite as 
strong. Electric motors is one in which I am 
sure Mr. Pollock would be interested and that 
is a case where the rate which is now 2243 per 
cent on electric motors not otherwise provid- 
ed for is to go to 15 per cent ultimately and 
where the staging that is provided for in 
these resolutions is really conducted as if the 
former rate had been 20 per cent, so that as 
of January 1 the rate was reduced to 19 per 
cent. Next January 1 it will go to 18 per cent 
and so on down to 15 per cent. 


Now, from the point of view of a concern 
which is a manufacturer of electric motors, I 
am sure that this is a disadvantage. It would 
have been nicer from their point of view if 
there had been even staging. From the point 
of view of the concern that does not make its 
own electric motors but uses electric motors 
to make something else—washing machines 
or power shovels—I would think that the 
accelerated staging is an advantage, that they 
would find it helpful, so there are some con- 
siderations on both sides. If you agree, Mr. 
Chairman, I would not attempt to carry it 
further than that. 


The Chairman: I would suggest this: you 
will be with us, I am sure, when we conclude 
our consideration of these matters and by 
that time your detailed answer will have been 
printed and if members of the Committee 
have further questions based on it in the light 
of what has been said by witnesses here 
today, we can go into it further. 
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I might say that I had not interpreted your 
comments as affecting any particular industry 
but as being given for the purpose of setting 
forward a number of factors which may or 
may not have been relevant to any particular 
tariff concession. 
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Dr. Annis: Yes, sir, that was my intention 
and certainly if I gave an impression that the 
reason for speeding up some of these reduc- 
tions and accelerating the staging was an 
effort to penalize or harass any industry, I am 
certainly sorry because that was not at all 
what I intended and I am quite sure it was 
not the intention of the government. 


The Chairman: I think Mr. Hales has a 
supplementary question. 


Mr. Hales: It is not a supplementary ques- 
tion, it is just a point for clarification. 


The Chairman: Next I have Mr. Ballard. 
Mr. Ballard, will you yield to Mr. Hales for 
his supplementary? 


Mr. Ballard: Yes. 


Mr. Hales: Mr. Chairman, as I said it is a 
matter of clarification. This morning we were 
discussing under the heading of Classification 
certain classifications that have been made 
and I made the illustration of putting an 
electric toothbrush in with a large lathe 
machine under the same heading and I think 
Dr. Annis intimated that maybe an error had 
been made in this classification and if so the 
only way that we could change it would be 
by means of a policy discussion through the 
Geneva group on through GATT by a sort of 
give-and-take process. 

If that is the only way this can be correct- 
ed, then I would direct my second question to 
the Chairman and ask him if Parliament will 
have before it a piece of legislation dealing 
with the Kennedy Round of Tariffs whereby 
we as members of Parliament will be able to 
make amendments to that legislation to take 
care of the very thing I have just spoken of. 


The Chairman: It is always open to any 
member to offer an amendment. The question 
is, what happens if the amendment carries? 
All these changes, both the concessions which 
will require changes in our own tariffs and 
the concessions that have been won for us by 
negotiators which require changes in tariffs of 
other countries have come about through an 
international agreement. I presume that it is 
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always open to government to go back and 
try to renegotiate, but I suspect that in order 
to do so it would be necessary to reopen the 
whole Kennedy Round and to recall all the 75 
countries and possibly start, if not from 
scratch, very close to it. It may be that if 
substantial amendments carry to the resolu- 
tions that the government will consider this 
to be a question of confidence, and the effect 
would be one of which we are all aware. I am 
only giving opinions on Parliamentary proce- 
dure, which I may not be qualified to give, 
but I think that technically this resolution can 
certainly be amended in the same way as any 
other tax resolution. The effect would be 
exactly the same as an amendment carrying 
to any other important government measure, 
and could be taken by the government as a 
matter of confidence, so that the inevitable 
results would flow if it were carried. 


Mr. Hales: Could Dr. Annis answer the 
other part? 


Dr. Annis: I might comment on the sugges- 
tion that this was an error. The inclusion in 
the machinery program and in the Kennedy 
Round item 42700-1, which was negotiated at 
a rate of 15 per cent, household electrical 
appliances of the sort that had all along been 
classified as machinery, was not an error in 
the sense of any technical error. Those close 
to the situation realized—possibly not in 
detail—that such things as humidifiers, air 
conditioners, and so on, were under that item. 
In quoting statistics in the negotiations the 
import figures relating to those products were 
included in the totals that were talked about. 


Mr. Hales: May I interject about this mat- 
ter of error? The Canadian Manufacturers’ 
Association, whether you do or not, consid- 
ered it an error to have appliances in this 
classification. 


The Chairman: Dr. Annis feels that 
negotiations were not carried on in such a 
way that this was done unwittingly, and 
without realizing what was already in the 
item. 


@ 1625 


Mr. Hales: I do not want an opinion on 
whether or not it was an error. 


Dr. Annis: Could we pursue this point a 
little bit further as to whether or not the 
Canadian Manufacturers’ Association consider 
it an error? I think it might be worthwhile in 
order to clarify that, to address a question to 
Mr. Pollock. However, I would have thought 
that they did not consider it an error in the 
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sense of suggesting that the Department of 
National Revenue’s rulings were unsound. If 
that is their view, then they have a very clear 
avenue, and have had all along, of seeking 
redress through an appeal to the Tariff Board 
against the decision. I had thought in using 
the word “error”, if that is what is in the 
document, that the C.M.A. really meant they 
thought it would have been better if the obli- 
gation undertaken in respect of this machin- 
ery item had not been applied to these 
goods. In other words, if they had been 
specifically struck out. 


Mr. Hales: You are now splitting hairs. 


Dr. Annis: It seems to me that probably 
Mr. Pollock is the best one to shed light on 
this question. 


Mr. Hales: Then I will address my question 
to Mr. Pollock. It says on page 51 of the brief; 
“This is bound to cause serious difficulties”. 
Would you like to enlarge on that? 


Mr. Pollock: I do not think we would like 
to enlarge upon this any further. However, 
we definitely said we deplore the accelerated 
reduction of tariffs, and we mean it because 
we feel it is going to be detrimental to many 
of our members. 


The Chairman: Mr. Pollock, I wonder if we 
are all talking about exactly the same thing? 
Mr. Hales asked a very important question 
about the implications of the inclusion in 
tariff item 42700-1 of such items as hairdryers 
and humidifiers, which apparently, because of 
some Tariff Board ruling some years ago, 
were deemed to be machinery. The quotation 
read to us from the brief seems to relate to 
accessories, attachments, control equipment 
and tools for use with machinery. I presume 
this means production machinery, and I think 
Mr. Pollock is beginning to make a comment 
which I am sure will be very useful on the 
general issue of accelerated staging of tariff 
reductions. I may be wrong but we seem to 
be talking about three items, each of which is 
important in its own way but which are not 
directly connected. 


Mr. Hales: You are correct, Mr. Chairman. 


Mr. Pollock: Mr. Chairman, I brought this 
matter to the floor, as it were, just a moment 
ago, and I did so because the impression I got 
from Dr. Annis’ statement was that industries 
were not really responding to competition in 
Canada to the extent that they might. This is 
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why I raised this question. All I wanted to do 
was make sure that members of the Commit- 
tee realized that Canadian industry has a great 
deal of competition and I tried to use the 
examples of several industries to illustrate 
my point. 


Mr. Hales: Mr. Chairman, may I address 
my question to Mr. Pollock? I was dealing 
with the subject of classification whereby 
electrical appliances such as humidifiers, air 
conditioners, hairdryers and electric tooth- 
brushes were all under the one classification 
of machinery, and the Canadian Manufactur- 
ers’ Association have objected to this clas- 
sification. They have referred to it on page 5 
and said: “This is bound to cause serious 
difficulties”. I- referred to putting all this 
under one basket group as having been an 
error on the part of the negotiators. Dr. Annis 
objected to the word “error” and I then 
addressed my question to you and asked if, as 
far as the C.M.A. is concerned, this is looked 
upon as an error. Perhaps Mr. Johnston 
would like to answer? 


Mr. Pollock: As far as I am concerned I am 
very definitely of the opinion that the basket 
of appliances should not be with machinery, 
and we have so stated. 


The Chairman: Mr. Hales, you wanted to 
ask one question by way of clarification, and 
perhaps I am at fault. Let me get back on the 
track. I may perhaps have assisted you in 
continuing along in a way that I should not 
have. However, I think we should return the 
floor to Mr. Ballard as soon as possible. 


@ 1630 


Mr. Hales: I had just finished, and now 
that we have progressed this far we come to 
the mechanics of it and I ask Dr. Annis the 
question... 


The Chairman: Let me interrupt again. I 
think I should attempt to be consistent with 
what I said this morning when I responded to 
comments by various members of the Com- 
mittee, including those on your side of the 
table, that I should ask you to lmit your 
questioning to one brief interjection, give the 
floor to Mr. Ballard, then wait until you have 
another turn, which I think will come up 
relatively soon. This is subject to first hearing 
from Mr. Johnston. 


Mr. Johnston: I was just going to add a 
comment to Mr. Pollock’s with respect to the 
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classification. We do not regard it as some- 
thing that was done in error by the negotia- 
tors, but we regard the classification as a bit 
of an absurdity. We recognize the things that 
Dr. Annis says about the rulings of the Tariff 
Board as to why these were in this classifica- 
tion, but it seems to me that the negotiators 
looking at this at Geneva should have had the 
interests of the whole country at heart, even 
including specific groups of employees and 
employers who are affected by this. Do not 
forget you are talking about people’s jobs in 
this classification, because if you reduce the 
tariff by 74 per cent you can affect the peo- 
ple who manufacture these things. Unfortu- 
nately some of the kinds of things that are 
affected here have the highest contributed 
value added in Canada. 


Mr. Hales: My next question is how can we 
correct this? I would like to address that 
question to Dr. Annis. 


The Chairman: This morning Dr. Annis 
attempted to show some of the avenues that 
were open. 


Dr. Annis: To repeat briefly, I would sug- 
gest that if as a matter of policy it were 
decided that Canada was not prepared to 
maintain a 15 per cent rate on these goods, 
and wished to apply some higher rate, the 
correct procedure would be under what is 
called the special circumstances clause of 
article 28 of the GATT, whereby one would 
address to the contracting parties a request 
for permission to re-negotiate that item, and 
then approach those with a trading interest in 
it, which would be particularly the United 
States—to a lesser extent some other coun- 
tries—and offer compensating concessions on 
other products—in other words, increase the 
depth of the cut somewhere else—-and to 
withdraw this concession. 

This is a real hurdle. It is something that 
could be done, but I would suggest that one 
would want to be very sure of one’s ground 
before starting this process. 


Mr. Hales: Let us suppose we could not 
clear that hurdle. Would the House have an 
opportunity to frame an amendment, and 
would that amendment not be ruled out of 
order? 


The Chairman: You are asking a question 
that would have to be dealt with by the 
Speaker at the time. 
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I would presume, speaking on the matter 
very broadly, that any amendment which 
would be in order relative to tax legislation 
generally would be in order with respect to 
this resolution. It is basically a resolution 
calling for changes in the Customs Tariff, and 
if this is the type that is ordinarily accepted 
by the Speaker it would be accepted by him 
at that stage. 
mite next question ~to. be.,considered, is 
whether or not the House, even though it 
may recognize the general merit of the 
amendment, wishes to support it because of 
the general consequences that would follow. 
However, these are matters which we may 
have to take up in another forum. 


' Mr. Hales: It would appear that our efforts 
here are more or less fruitless. 


~The Chairman: I should remind the Com- 
mittee that our efforts here are basically to 
attempt, in a broader and more detailed way, 
‘to do what is ordinarily done in Committee of 
the Whole by way of general study and 
examination of the content and implications 
of these changes. 
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Speaking personally, I think we have had 
opportunities which would have been impos- 
sible at the Committee of the Whole stage. 
That does not mean that we may not want to 
consider in Committee of the Whole making 
amendments just as we give consideration to 
changes in the income tax law, or in the 
excise tax law, but we do so within the 
framework of Parliamentary and constitution- 
al practice which has grown up over the 
years, the consequences of which are well 
known to all of us. 

I do not think it reflects particularly one 
way or another on what we are doing here 
except that I think it should be clear that if 
we did not have this opportunity in this Com- 
mittee we would not be hearing from Mr. 
Pollock and his colleagues today, we would 
not have the opportunity to get direct 
answers from the officials, and we would not 
have the opportunity for these exchanges 
which are very useful and can only take place 
within the framework of a parliamentary 
committee. Although it may be necessary to 
confine actual amendments to Committee of 
the Whole it may be that we are able to avoid 
the lengthy and repetitive discussion in Com-~ 
mittee of the Whole, which generally impedes 
the progress of Parliament as a body. 


Mr. Hales: It appears to me, Mr. Chairman, 
that we have discovered one weakness in this 
27864—34 


Finance, Trade and Economic Affairs 


657 


Kennedy Round of tariff, and I have not been 
shown how it can be corrected, I am sorry to 


say that that is the way it affects me. 


The Chairman: Dr. Annis did attempt to 
point out one way. All he was saying was that 
it is not something that would happen quick- 
ly, or automatically; that there is provision in 
the GATT for re-negotiation; but that it is a 
cumbersome and long drawn out procedure. 

Dr, Annis, you mentioned something about 
appeal to the Tariff Board. What would hap- 
pen if one of the companies involved 
appealed the classification to the Tariff Board 


and the Tariff Board agreed with it? 


Dr. Annis: That would raise a nice ques- 


tion. My view, which has some GATT deci- 


sions behind it, is that in those circumstances 
Canada would still have an obligation, under 
the GATT agreement, to maintain the lower 
rate—the 15 per cent rate which had been 
agreed—which applied to the item as clas- 


‘sified at the time the pr was negotiat- 
‘ed. If one goes back to. 


The Chairman: Would not this place at 
least some moral obligation on the govern- 


ment.to take advantage of the injury clause 


in the GATT, to which you referred, and to 
begin negotiations? 


Dr. Annis: I am not sure that that would 
follow. It certainly would create a situation 
about which the government would have no 
choice but to consider what it was going to 
do. That is true. . 


The Chairman: Mr. Ballard has, I think 
exhibited extreme and perhaps even undue 
courtesy. He has even been listening with a 
smile to these very useful questions posed by 
others. Perhaps to avoid taking a chance on 
the smile disappearing from his face we 
should give him the floor right away. 


Mr. Ballard: Mr. Chairman, the smile 
disappeared from my face long ago, because 
the questions I had have been dealt with. 


The Chairman: We will give you full credit 
for attempting to ask them, though. 


Mr. Ballard: I might say that when I did 
indicate that I wanted to speak JI had the 
intention of bringing back before the Com- 
mittee the question of dumping. I thought it 
was very cavalierly dismissed this morning 
on the basis of two statements. One was that 
the proper time to discuss dumping is when 
some legislation is before the House, or 
before the Committee, dealing specifically 
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with dumping. This I do not agree with. The 
best time to inform the government of the 
needs of Canadian industry is before legisla- 
tion is drawn. 

The second statement was that we dare not 
tamper with this because it is an international 
agreement and, that being so, how could it 
possibly be anything but right. I again disa- 
gree wholeheartedly with this philosophy. I 
do not subscribe to the view that what is 
good for General Bullmoose is good for the 
country. 
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However, the question of dumping has 
been satisfactorily brought back on to the 
floor by Mr. Hees. I found that the answers 
given by Mr. Lang left a good deal of uncer- 
tainty in my mind on our approach to the 
matter of dumping and the continuation of 
anti-dumping legislation in Canada. In answer 
to Mr. Hees’ questions Mr. Lang used the 
word “if”? so often as to indicate uncertainty 
in his mind on whether the new legislation 
would in fact protect manufacturers and 
other segments of the economy of Canada 
from this practice. 

I notice that the Department of Trade and 
Commerce and the Canadian Manufacturers’ 
Association are obviously opposed on the 
question of dumping. The CMA says at page 
18 of its brief, 

The new international code on 
anti-dumping policies to which Canada 
has subscribed under the Kennedy Round 
will mean significantly more leniency in 
our anti-dumping procedures than has 
been the case and is accordingly occa- 
sioning manufacturers some anxiety. 


In other words, Mr. Lang, your brief indi- 
cates that the Canadian Manufacturers’ As- 
sociation is concerned about the proposed anti- 
dumping measures that will be instituted as a 
result of GATT, yet the publications put out 
by the Department of Trade and Commerce 
on July 1, 1967, states at page 47, 
Canadian exporters stand to gain... 


repeat, stand to gain 
... by an assurance that our exports will 
not be exposed to the arbitrary use of 
anti-dumping duties by other countries. 


On the one hand the CMA expresses some 
concern about the lack of anti-dumping legis- 
lation in Canada and on the other the depart- 
ment says that we stand to gain because other 
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countries will not be able arbitrarily to apply 
anti-dumping duties on our exports to those 
countries. There seems to be a conflict here. 
Mr. Lang used the word “if” several times 
when he was answering the question. If he 
can, I would like him to give the Committee 
a brief indication of some of the areas of 
apprehension that the CMA have toward the 
proposed anti-dumping legislation. 


Mr. Lang: Mr. Ballard, I think perhaps I 
should clear up this so-called discrepancy 
between what the Department of Trade and 
Commerce says and what CMA says, because 
we sare looking at this, shall we say, from two 
different standpoints. 

The International Code on anti-dumping, to 
which the United States has subscribed, 
should bring some benefits in so far as 
Canadian exports to that country are con- 
cerned. The difficulty in the United States has 
been the withholding of appraisement for 
many months—even years—before dumping 
decisions are made. Under the Code they will 
now be restricted to not more than 90 days, 
or 180 days at the most, within which to 
withhold appraisement on imports from 
Canada and other countries. This will be cer- 
tainly some advantage in our. exports, 
although I think if you look over the United 
States experience you will find that the num- 
ber of actual cases on which dumping has 
been assessed there over the past 20 years has 
been relatively few. 

It will mean, also, that the European Eco- 
nomic Community, Japan and other countries 
that really have not had anti-dumping legisla- 
tion in the past and that have used import 
restrictions more than Canada and the United 
States have in order to, shall we say, accom- 
plish the same purpose, will presumably 
adopt the Code. In other words, instead of 
worrying about anti-dumping, or proving it, 
they will just put on an import control which, 
of course, is much more effective in that it 
reduces imports immediately. 
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Mr. Hees: Are they not likely to use both? 
If they want to, they are going to do so. 


Mr. Lang: They are likely to use both, as 
you say, but it would depend on the circum- 
stances. 


Mr. Hees: I doubt if they will get better; 
they will probably get worse. 
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Mr. Lang: In so far as Canada is concerned, 
I might say that the present legislation esta- 
blishes a floor price in Canada for imported 
goods which are competitive with those made 
in Canada. In other words, dumping applies 
if a firm in the United States sells to Canada 
below its regular domestic price, plus duty. In 
essence this establishes the price below which 
those goods from the United States cannot be 


~ sold. 


Mr. Ballard: That is the present situation? 


Mr. Lang: Yes, this is the present 
legislation. 
This floor price enables any Canadian 


manufacturer to undersell that floor price, 
and he has the whole Canadian market to 
himself in that respect because the imported 
goods have this floor and they are not permit- 
ted, because of our anti-dumping legislation, 
to penetrate that floor. 

In the future, under the International Code, 
the question of price to Canada will not cause 
dumping to be imposed automatically, as was 
the case in the past. In other words, there 
will be many penetrations of that floor price 
in the future which will not involve dumping 
unless it can be proven that injury has been 
caused. This is one of the areas where we are 
not too sure as we have never had a concept 
of injury here. The Code spells it out and 
says that injury must not only be to a domes- 
tic producer, but to all producers of that 
same product in Canada. It is going to be 
difficult to bring all the producers in Canada 
together and tell them they are all being hurt 
by this competitive dump price being offered 
by some foreign exporter. These are areas with 
which we have not had to live; we are uncer- 
tain as to how this is going to be developed 
and how it is going to be administered. Our 
main concern is in this area. Will the new 
organization that is set up to administer and 
enforce the new anti-dumping legislation act 
promptly, and will it be realistic in its 
appraisal of when injury has been caused to 
domestic producers? 


Mr. Hees: Are you not very alarmed, 
indeed, with all these possibilities of harm? 


Mr. Lang: No. 


Mr. Hees: I would think you would be very 
upset. 


Mr. Macdonald (Rosedale): Perhaps, Mr. 
Chairman, I should help you protect Mr. 
Ballard. 
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The Chairman: That is right. 


Mr. Ballard: No, I yield to my colleague if. 
he has a supplementary question. 


Mr. Hees: We work as a team. Thank you 
very much, though, Mr. Macdonald. It is very 
nice of you to think of us both and we 
appreciate your care and thoughtfulness. 


Mr. Clermont: It was Mr. Macdonald who 
was speaking. 


Mr. Hees: Thank you very much, Mr. Cler- 
mont. It is very nice to hear from you, too. 


Mr. Chairman: I think Mr. Johnston has 
something to say in this issue. 


Mr. Johnston: Could I add a comment to 
Mr. Lang’s that might help clarify it? There 
is concern among the manufacturers, and the 
broader type of manufacturer you are in the 
total spectrum the more concern you have. 
There is concern in the area of consumer 
goods and commercial and industrial supply 
goods, which are the kind of shelf items that 
can be imported and are imported immediate- 
ly the order is placed. 

There is great concern over what is going 
to be considered normal value under GATT. 
We feel, in examining the GATT, it is possi- 
ble for Canada to retain the present provi- 
sions of the Customs Tariff Act for purposes 
of determining normal value and we have so 
recommended to the Glass Committee. Before 
I leave the standard stock and trade goods 
which are warehoused, and so on, the concern 
about injury and how to determine injury is 
of course, as Mr. Lang said, of real concern to 
US. 
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We have three concerns when we get into 
the heavy goods industry, where goods are 
built to customer specification; they take a 
long time to build and they are imported 
three, four or five years after they are 
ordered. Our first concern is, when do they 
enter the commerce of the country? We main- 
tain—and we have recommended that the 
government recognize this in its legislation 
—that these kinds of goods should enter the 
commerce of the country at the time the bid 
is opened and accepted. We should then be 
able to place our complaint with the govern- 
ment and have it investigated immediately. 


660 


We are concerned about the basis of deter- 
mining the normal value. We made recom- 
mendations to the Glass Committee to the 
effect that the normal value should be related 
to our domestic costs in Canada because we 
know how competitive we are in this area, 
particularly on base costs. 


We are also concerned about this question 


of determination of injury. In the heavy 
goods industry it may be easier than it is in 
the consumer goods industry. However, I 
would like to remind you that this is a very 
complex question and it really cannot be 
passed off with generalizations either in the 
discussions or in the legislation. I think these 
things have to be dealt with as two separate 
sides of a very complex question. 


. Mr. Ballard: Mr. Chairman, I can see the 
point. Not only do you have to demonstrate 
that injury has been caused, but it must be 
material injury. Over and above that, it must 
be the principal cause of the material injury. 
I leave it to my friends with legal training to 
appreciate the insurmountable problem that 
is presented in order to get any situation that 
will definitely fit into this exact definition of 
“the principal cause of material injury”. It is 
going to be almost impossible to prove. 


I am not too sure the new system will be 
an improvement over the old one because the 
Code, quoting from the Department of Trade 
and Commerce again, does not set any time 
limit. It says, ‘‘to the preliminary part of the 
investigation”. This preliminary part of the 
investigation could extend for many months. 
The only time stipulation is that after the 
preliminary investigation has been completed 
the inquiry must be terminated within 90 
days from the date on which the provisional 
measures are taken. There is really no limita- 
tion there. 


Actually, this could have a very detrimen- 
tal effect on manufacturing, but it also has a 
detrimental effect on other parts of the econo- 
my. I am thinking of the agricultural part, for 
example, citrus fruits and so on. If citrus 
fruits are dumped into Canada, by the time 
the 90 days has expired the cause for concern 
has expired because the fruit crop is ruined 
by that time. 


The Chairman: What Canadian 
can dumping of citrus crops harm? 


industry 


Mr. Ballard: The fruit industry in Canada. 
In any case, the fruit industry in British Co- 
lumbia. I am sure they grow citrus fruit in 
British Columbia. 
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The Chairman: They grow citrus fruit in 
Essex county but I have never had com- 
plaints about dumping. 


Mr. Ballard: I have one last question, Mr. 
Chairman. This booklet from the Department 
of Trade and Commerce indicates that the 
government will be prepared to hear from 
interested Canadians before they draw up 
legislation covering anti-dumping, that the 
government proposed to set up a committee of 
officials from the three departments involved, 
Trade and Commerce, National Revenue, and 
Finance, and to give the business community 
sufficient time to study the Code and to for- 
mulate its views. It is not envisaged that con- 
sultations will be held before mid-September 
or early October. 

Mr. Pollock, have you been advised by the 
appropriate Minister that this committee of 
officials has been ready to accept your brief 
on this particular subject? 
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Mr. Johnston: We appeared before the 
Glass committee last fall. 


Mr. Lang: A committee was set up by the 
Minister under George Glass, who is Vice- 
Chairman of the Tariff Board, and private 
hearings were held. The Canadian Manufac- 
turers’ Association presented a brief to the 
Glass Committee and we also had a very use- 
ful two-hour discussion with members of that 
Committee. I see several government mem- 
bers here who were also present at those 
hearings. 

There were a number of other associations 
and representatives from industry who pre- 
sented similar briefs to the Glass Committee. 
We understand now that this Committee has 
taken our views into consideration and will 
presumably advise the government on the 
type of national legislation which we should 
have in Canada to handle these difficult prob- 
lems that we are talking about today. 

I appreciate very much your comments on 
some areas which I had overlooked but which 
were certainly part of our brief. 


Mr. Ballard: Mr. Chairman, as a final ques- 
tion, could you tell me whether the hearings 
of the Glass Committee were private or were 
held in public? 


The Chairman: I am informed by those of 
the officials present that they were private. 
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Dr. Annis: They were private. The Com- 
mittee did not issue any information about 
what was said in the hearings. Any interested 
parties who wished to release their own brief 
were free to do so but were not at liberty to 
reveal what took place in the discussions in 
the Committee because the hearings were 
closed. 


The Chairman: Mr. Macdonald, did you 
have some further questions? 


Mr. Macdonald (Rosedale): Dr. Annis, going 
back to this problem of classification to which 
Mr. Hales referred, classing electrical tooth- 
brushes as machinery, as I understand it, Dr. 
Annis, this classification was essentially in 
the Canadian tariff for some time prior to the 
Kennedy Round. 


Dr. Annis: Yes, sir. 


Mr. Macdonald (Rosedale): And you carried 
out consultations with the Canadian Manufac- 
turers’ Association and interested firms with 
regard to the Kennedy Round both before 
and during the negotiations? 


Dr. Annis: A committee called the Canadi- 
an Tariffs and Trade Committee was estab- 
lished early in 1964 under the chairmanship 
of Mr. Hector McKinnon, former chairman of 
the Tariff Board. It invited briefs and then 
heard interested parties. Over 200 briefs were 
received and the hearing went on for several 
months. That committee then was kept in 
existence, although it was not very active, 
during the course of the negotiations so that 
interested parties who wished to submit sup- 
plementary information or to bring their 
briefs up to date could do so. Some did so, 
and whenever they did the resulting informa- 
tion was passed on not only to those interest- 
ed in Ottawa but also to the delegation in 
Geneva. 


Mr. Macdonald (Rosedale): Before it actual- 
ly saw the light of day in final form was the 
machinery proposal ever floated around, for 
example, to Canadian industry or to the 
Canadian Manufacturers’ Association? 


Dr. Annis: There were consultations by 
officials of the Department of Industry with 
interested parties, certainly including the Ma- 
chinery and Equipment Manufacturers Asso- 
ciation as well as others before that proposal 
took final form. I think there were at least 
two major meetings, one in the early stage 
—really before drafting commenced, as I 
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understand it—and a second one as the pro- 
gram was beginning to emerge. I confess I am 
not in a position to supply details. 
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The Chairman: Mr. Drahotsky of the De- 
partment of Industry has been called away 
but it was my understanding, without check- 
ing the evidence that we took some weeks 
ago, that Mr. Wright, the policy advisor, read 
extracts from letters. In any event, I got the 
impression that a number of groups interest- 
ed in this machinery program were contacted 
about it on various occasions. 


‘Mr. Lang: As a matter of fact, these things 
get rather complicated and complex when 
you look at the whole package deal. It is true 
that several years ago we in the Canadian 
Manufacturers’ Association looked at this 
problem of machinery, particularly in the 
light of the difficult situations that were de- 
veloping on the problems of class or kind. 
Many of these came before the Tariff Board 
and, despite lengthy hearings, decisions were 
not exactly what you might term acceptable 
or favourable to anyone in the machinery or 
in the users group. It was then that we looked 
into the British system whereby they do remit 
the duty on machinery not available in Brit- 
ain, and we, in the last couple of years, have 
recommended to the government that a simi- 
lar system be established based on the British 
system now in effect. We looked at these 
items in the context of the Kennedy Round 
and electrical appliances generally were 
either in a general basket item or electrical 
apparatus at 224 per cent, or they were in 
machinery of a class or kind made in Canada 
and similarly the duty was 224 per cent. So 
really there was no distinction in the minds 
of the manufacturers. We just assumed that 
the duty was 224 per cent and that if some- 
thing happened in the GATT negotiations 
there would be a gradual reduction to per- 
haps a lower rate because we were quite 
aware of the fact that in the GATT negotia- 
tions Canada was looking very carefully at 
all the duty rates over 20 per cent, and these 
were the areas in which we expected that the 
largest reductions would be made in the Ken- 
nedy Round. Quite frankly, I think that no 
one really looked at the situation on the 
machinery end of it, that these particular 
appliances were in that category as machin- 
ery and, therefore, I would say that possibly 
they have been overlooked not only by 
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Cansdian manufacturers themselves but by 
the government. When they went into this 
machinery program everyone had in mind 
primarily production machinery. This was 
what we were looking at, although when the 
final decision was made it was decided to 
include servicing machinery as well as tools 
and accessories and control equipment and, 
therefore, the item is a little more complicat- 
ed now than we anticipated it would be when 
the question of adopting a remission program 
was considered which we favour in principle. 


Mr. Macdonald (Rosedale): You never made 
any representation to remove this type of 
domestic appliance from the machinery 
items? 


Mr. Lang: Not that I am aware of. I could 
not say, but certainly in the Canadian Manu- 
facturers’ Association we did not look at that 
area. 


Mr. Macdonald (Rosedale): I was interested 
in your last comment. The CMA favoured 
moving from the litigious type of determining 
class or kind made in Canada to the essential- 
ly administrative determinatien; does that 
represent the CMA’s viewpoint? 


Mr. Lang: Yes, we favour this principle of 
the newly established tariff item, and on 
remission of duty we are thinking particular- 
ly of production equipment which is not 
available. This should have the effect of 
reducing our costs. 


Mr. Macdonald (Rosedale): Thank you, Mr. 
Lang. 


The Chairman: 
questions? 


Are there further 


Mr. Lang: IJ might add we are hopeful that 
it will also result in the development of the 
machinery industry, because we are not over- 
looking them. 


Mr. Hales: I have just one question. Before 
the final draft of the Kennedy Round tariff 
agreements were drawn up, would the 
Canadian Manufacturers’ Association be 
advised if certain changes were about to take 
place? 
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Mr. Lang: We were notified on June 29, the 
same as anyone else, when they were made 
public. 


Mr. Hales: Notified when? 
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Mr. Lang: On June 29, when the results 
were made public. 


Mr. Hales: You had no advance notice? 


Mr. Lang: We had no advance notice that 
this classification was going to be as such. 


Mr. Hales: Were the negotiations treated as 
strictly confidential, so that this information 
could not be forwarded to such an 
organization? 


Dr. Annis: We took every precaution possi- 
ble to prevent such information going outside 
the delegation and the senior officials to 
whom we reported. It was very closely guard- 
ed, and we were gratified that there were no 
leaks; at any rate, none that we heard of. 


An hon. Member: Is this the general rule in 
Canada? 


Dr. Annis: Yes, sir. This is the general rule. 
It is a rule that all delegations and all coun- 
tries are expected to abide by. In some cases 
the adherence has not been complete, but we 
have made a very serious effort to keep it 
complete in the case of tariffs. 


Mr. Johnston: We got a lot of information 
from the Japanese before we ever heard from 
Canadian sources. 


The Chairman: Is my memory correct, Dr. 
Annis, when I say that you indicated earlier 
in the hearings that, although you respected 
this rule of confidentiality very carefully, the 
team did from time to time seek additional 
information from various elements of Canadi- 
an industry, and so on, relevant to what was 
going on in negotiations? 


Dr. Annis: Yes, sir, that is correct. From 
time to time we sought additional informa- 
tion, but without revealing the details of 
what we had in mind. 


The Chairman: I recognize Mr. Clermont 
and Mr. Gilbert. 


[Translation ] 

Mr. Clermont: Mr. Chairman, Mr. Pollock 
told us in his comments that nine Canadian 
companies made television sets for the 
domestic market and export, compared with 
25 companies on the American market. 

Mr. Pollock, do these nine Canadian com- 
panies make television sets entirely in Cana- 
da? Is it the cabinet and the equipment, or 
just the cabinet? 
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[English] 

Mr. Pollock: Mr. Chairman, in reply to Mr. 
Clermont, the Canadian television industry 
designs and makes its chassis. Some of the 
subsidiaries of American companies receive 
their designs from the United States, but by 
and large those companies all manufacture 
their chassis and they buy cabinets made in 
Canada. 


The Chairman: Any more questions, Mr. 
Clermont? 


Mr. Clermont: No, thank you. 


Mr. Gilberi: Mr. Chairman, I understand 
that the basic approach of the Canada-United 
States Auto Pact was product specialization, 
and that it has worked to the advantage of 
some Canadian manufacturers even though 
the Canadian government is subsidizing the 
automobile industry to the tune of $50 million 
a year with regard to automobiles that are 
coming into Canada. 


The Chairman: I think I would have to 
quarrel with your use of the figure of $50 
million. 


Mr. Gilbert: I am just picking up a state- 
ment by the President of Canadian General 
Electric, and I am prepared to accept his 
figure for this argument, Mr. Chairman. 


The Chairman: You are prepared to accept 
his statement? 


Mr. Gilbert: Yes, for this purpose. Now, if 
that is the basic approach, then do these gen- 
tlemen feel we could use this basic approach 
with regard to other products that are manu- 
factured in Canada or is the approach limit- 
ed to the auto industry? 
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Mr. Lang: I would say the approach is 
limited at this time. The automobile industry 
is unique, as you know. It is wholly owned 
and controlled in the United States, and there 
is good reason to have a rationalized automo- 
tive industry. You do not find the same situa- 
tion in any other industry. You find some 
wholly Canadian firms, such as electrical 
firms, that would not benefit by any such 
agreement, and then you find others which 
have a parent-child relationship. 

There has been an examination by a num- 
ber of industries of whether there is some 
potential benefit perhaps in a different type 
of agreement than the automotive agreement 
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with the United States. I believe the forest 
products industry and the aircraft industry 
see some benefit in this, but from what we 
can deduce from the press and other sources, 
Congress is not looking very favourably at 
any extension of the automotive agreement to 
other industries. In fact, they seem to want to 
avoid discussing even the extension of the 
automotive agreement because there are 
areas, presumably, where perhaps the agree- 
ment has resulted in the transfer of the 
manufacturer from the United States to Cana- 
da, and this gets into a very delicate area. So, 
for the time being, we do not visualize an 
extension of this system, at least for a few 
years until perhaps times change somewhat. 


The Chairman: Mr. Hales? 


Mr. Hales: I have just one question on the 
adjustment assistance. The brief states that 
the CMA came to the conclusion that adjust- 
ment assistance is acceptable in our competi- 
tive enterprise system. I would ask Mr. Pol- 
lock if their Association has given any 
thought or consideration to paying adjustment 
assessments to Canadian subsidiaries of Unit- 
ed States companies in Canada? Do they feel 
that this adjustment assistance should be paid 
to American subsidiaries in Canada? 


Mr. Lang: As I recall it, this question was 
asked Mr. Drury at a luncheon meeting the 
Association sponsored in Toronto last 
Wednesday. His answer was that if it is a 
Canadian firm and it is incorporated in Cana- 
da, certainly it is entitled to apply in the 
same way as a strictly wholly-owned Canadi- 
an firm. 

However, the conditions under which it 
might get a loan would be somewhat different. 
because they would certainly expect the firm 
to find that financial assistance from its par- 
ent company in the first instance. Of course, a 
wholly-owned Canadian firm would not be 
able to do this, so the conditions would be 
somewhat different but certainly they are not. 
precluded from applying. 


Mr. Hales: So you have not come up with 
any fast rule on it. Well, I will not pass 
judgment at the moment. 


The Chairman: It might be of interest to 
the Committee to know that after Mr. Gilbert 
raised this point several weeks ago I gota 
copy of the United States Trade Expansion 
Act of 1962, which gave authority to the 
American government to take part in the 
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Kennedy Round in the way in which it did. 
Secondly, it sets out their adjustment assist- 
ance program. As far as I could see from 
looking in the Act there is nothing in the 
American adjustment assistance program to 
prevent subsidiaries of Canadian firms or 
firms of any other country in the United 
States from qualifying for adjustment assist- 
ance from the American government because 
of the Kennedy Round. They do not seem to 
limit their adjustment assistance program for 
firms in their country to those firms which 
are wholly-owned by United States citizens or 
residents. 


Mr. Macdonald (Rosedale): As long as they 
are established in the United States. 


The Chairman: That is right. So, to this 
extent it would not appear that our policy is 
a departure from whatever has been done in 
the United States up until now, anyway. 


Mr. Lang: Mr. Chairman, I might comment 
here that in our studies of adjustment assist- 
ance we found that some 14 applications had 
been made by firms and industries for adjust- 
ment assistance under the Trade Expansion 
Act of 1962, but none of them qualified. 


The Chairman: It was not because of the na- 
ture of their ownership? 


Mr. Lang: No, it was not because of this. It 
was because of the fact that there really were 
very few reductions in duty made by the 
United States over the past five years, because 
the Kennedy Round just went into effect in 
January of this year. One of the important 
criteria in there is that you have to prove you 
have been injured as a result of concessions 
made by the United States under tariff 
changes and, consequently, it has been almost 
impossible for anyone to qualify under that. 
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The Chairman: I suppose the real test of 
the program, both in the United States and 
here, will come now that the Kennedy Round 
is actually in operation. 


Mr. Lang: It is still too early to know just 
how effective or to what use it is going to be 
put, but I think it is a good indication at least 
that we are prepared to meet circumstances if 
they should develop along these lines and 
assist firms not only in adjusting in the 
domestic market to import conditions but 
providing an opportunity for Canadian firms 


Finance, Trade and Economic Affairs 


February 6, 1968 


to seek export outlets for their goods. This 
latter provision is not contained in the United 
States Trade Expansion Act. 


Mr. Gilbert: Mr. Chairman, do you think 
the government assistance to Canadian manu- 
facturers will in any way infringe upon the 
concept of free enterprise so _ strongly 
advocated by the Canadian Manufacturers’ 
Association? Does it not smack of a little 
socialism? 


The Chairman: It would be better if I let 
them answer that. They said in their brief 
that it does not, and as: Mr. Pollock is waiting 
to put on his other hat as President of Elec- 
trohome Limited and present his brief, at 
least in summary fashion, perhaps we should 
seek another opportunity for this most inter- 
esting philosophical discussion. If you want 
my opinion, I am certainly not adverse to this 
type of government support of Canadian 
enterprise in productivity for the benefit of 
all concerned. 


Is there anything further you wish to add, 
Mr. Lang? 


Mr. Lang: I am sorry, I did not hear all of 
Mr. Gilbert’s question. 


The Chairman: Perhaps you may want to 
pursue this privately. 


Mr. Johnston: If we are coming to the ter- 
mination of the hearing I would like to go 
back to an earlier question asked by Mr. Gil- 
bert and add one comment as a clarification, 
or I can leave it until the end of the meeting. 


The Chairman: If the members have com- 
pleted their questions I want to ask a very 
brief one. 

Mr. Macdonald drew attention to the para- 
graph in your brief which indicated that you 
support in principle the new machinery pro- 
gram. I take it that you have since had an 
opportunity to study the administrative 
arrangements for this program and you have 
no objection to bringing before us at this time 
the way in which these arrangements are 
supposed to work? 


Mr. Lang: No, it seems to me they are 
predicated pretty much along the system that 
Britain has had, and we find no objectional 
features to them. We are obviously going to 
be watching the situation quite carefully, and 
if we find any bugs in it we will make our 
position known to the Department of 
Industry. 
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The Chairman: But at the moment you find 
no objectionable features to the structure of 
the program and its administration, as it has 
been made known publicly? 


Mr. Lang: That is right. 


The Chairman: I have one other question. 
Do you feel that attachments, control equip- 
ment and tools for use with machinery should 
not have been included under the item, and 
here you are not referring to electric tooth- 
brushes and similar things with attachments 
to production machinery? How would you 
suggest the question of remission of duty, and 
so on, for these items, attachments, tools, and 
so on, should have been handled? 


Mr. Lang: As I said previously, I think our 
first proposal was that a program of this kind 
should be limited to production machinery. 
We had in mind, frankly, the amalgamation 
of the two items, the previous 42701-1 which 
covered machinery of a class or kind made 
and 42720-1 which covered machinery not 
made. I think we would have been just as 
happy if the initial program had been limited 
to the amalgamation of these two items which 
are the major items, and then later perhaps 
had brought in, these other items. We visual- 
ize certain problems here in control equip- 
ment, not only in tariff classification, but in 
remission. 


The Chairman: With respect to tooling par- 
ticularly you were not suggesting in your 
brief that because a tool was attached to a 
machine not made in Canada that it be 
allowed in duty free even though the tool 
itself is being made in Canada or could be 
made in Canada? 
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Mr. Lang: We understand these problems 
are being given serious thought and consider- 
ation by the Department of Industry and all 
of these accessories, attachments, tools and 
control equipment, where they are available 
from Canadian sources of supply, will not be 
granted remission. This is one of the areas of, 
shall we say, interest and concern and we are 
going to be watching that situation carefully. 


The Chairman: This also applies to the 
electric toothbrush category and the comfort 
appliance category as well in that the same 
criteria of availability, and so on, will apply. 
If these criteria are met, then importers will 
not be able to bring these things in duty 
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free—at least the 15 per cent rate will apply 
to the comfort category and to the electric 
toothbrush category in the same way it would 
apply to production machinery. 

Perhaps I should save this question for 
your own presentation, Mr. Pollock, but I 
presume the Department of Industry has 
made it its business to obtain the data for its 
data bank with respect to these appliances 
which are not, strictly speaking, categorized 
as production machinery so that they will be 
able to apply the availability test, and so on, 
to them. Have they been in touch with the 
people in the comfort appliance side? 


Mr. Johnston: They have been to see vari- 
ous firms. 


The Chairman: Perhaps Mr. Drahotsky 
could tell us. You are building up data on the 
small appliance segment that seems to have 
tumbled, rightly or wrongly, into this tariff 
item. Do you have information to apply the 
availability criteria? 


Mr. Drahotsky: Yes, Mr. Chairman, we are 
seeking information on all of the products 
classifiable under the new tariff item 42700-1. 


Mr. Hales: Mr. Chairman, I hesitate to 
interject, but has there been a change of 
responsibility here? The Department of Na- 
tional Revenue used to make the rulings on 
all these tariff items and now it is switched to 
the Department of Industry? 


The Chairman: They are reviewing in 
detail some of the things we have been dis- 
cussing. Perhaps Mr. Halvorson and Mr. Dra- 
hotsky will correct me, but I think the De- 
partment of National Revenue makes the 
determination into which tariff item a par- 
ticular machine falls. If it falls under 42700, 
then the machinery division of the Depart- 
ment of Industry decides whether the part is 
entitled, on the basis of availability and pub- 
lic interest, to a remission of duty. Have I 
summarized your approach? 


Mr. Drahotsky: That is correct. 


Mr. Hales: I doubt the proficiency of the 
operation; however, we will proceed. 


The Chairman: This is something we have 
been considering all along. However, I think 
this summarizes the way it is supposed to 
work. The remission certificates are studied 
by the Department of National Revenue peo- 
ple in the field, and so on, as they are 
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involved in either collecting the duty or not 
collecting it, depending on the existence of 
remission certificates. 


If we have no further questions or com- 
ments with relation to the presentation of the 
Canadian Manufacturers’ Association, I wish 
to thank them for their most useful and infor- 
mative presentation to us today. 


I would ask Mr. Pollock not to move from 
his seat but he can leave his colleagues at his 
right hand if he wishes. Perhaps he can 
briefly summarize for us the document he is 
presenting. 


Yes, Mr. 
something? 


Johnston, you wished to say 


Mr. Johnston: I wish to comment on a 
question that Mr. Gilbert asked about the 
comparison of statistics in Mr. Smith’s speech 
with those in the CMA brief. I would point 
out that Mr. Smith was talking about the 
absolute level of productivity and the CMA 
brief was referring to the rate of productivity 
growth lagging. 


The Chairman: We will excuse you, gentle- 
men. I understand you have to catch a plane. 


I will ask the two associates of Mr. Pollock 
to come forward—Mr. Sykes, Executive Vice- 
President, and Mr. William N. Hemphill, 
Secretary, of Electrohome Limited. 


Mr. Pollock, perhaps you would merely 
summarize your presentation. I think we have 
actually covered much of the ground. As I 
have said, we have had a chance to study this 
document even before your presentation 
today, but we wish to give you a separate 
opportunity to discuss it with us in your 
capacity as President of Electrohome Limited. 


Mr. Pollock: Thank you very much, Mr. 
Gray. First of all, I wish to thank you for the 
hearing that you gave the members of the 
Canadian Manufacturers’ Association on all 
the matters which we brought before you, 
and on which you allowed us to expand in 
endless detail. 
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With me today from Electrohome Limited 
are two members of our organization, Mr. 
Donald Sykes, Executive Vice-President, and 
Mr. W. N. Hemphill, Secretary. 

We have made a presentation to you. We 
are here as a Canadian-owned company. As 
such, I want it understood that we are here 
in furtherance of our brief which presents a 
situation resulting from the Kennedy Round 
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of GATT negotiations which, in our opinion, 


can only be class:fied as anomalous and most’ 


unfair to our operating position. 


Our case indicates an inconsistency in the 
action the government has taken in the Ken- 
nedy Round negotiations and in the provision 
for its implementation. 

Mr. Sharp appeared before your Commit- 
tee and made a statement about the Kennedy 
Round. We _ adopted this  item-by-item 
approach for two reasons, the first of which is 
of no interest here. This selective approach 
enabled us to use the Kennedy Round to help 
rationalize our tariff structure. 

We are sure that the case which we have 
presented indicates what must have been a 
complete oversight on the part of the negotia- 
tors, because there is no rationale to it. 

Why have the negotiations been allowed to 
result in a one-step reduction of 4 in the 
previous tariff for a group of home appliances 
which serve the public in a manner very 
similar to other appliances and home furnish- 
ings which are staged in five steps over five 
years? The appliances classed with machinery 
are humidifiers, dehumidifiers, dishwashers, 
floor polishers, electrical can openers, electri- 
cal food mixers, hair dryers, electric Knives, 
electric toothbrushes, shoe polishers, etc., all 
sold through wholesale retail channels to the 
public. In contrast, turning lathes, punch and 
metal forming presses, steel running equip- 
ment, sawmill equipment and large drying 
ovens, all of which are sold to manufacturers 
or producers, are truly pieces of machinery. 

It is our sincere opinion, that there should 
be rectification of the anomalous tariff clas- 
sification which we have brought to the Com- 
mittee’s attention. We therefore ask that you 
draw these matters to the attention of those 
who have it in their power to fulfill Mr. 
Sharp’s expressed purposes. 

Mr. Chairman, we have discussed this mat- 
ter at quite some length on the CMA hearing. 
We would certainly be interested in hearing 
any further thoughts you might have. 


The Chairman: Have the members of the 
Committee any further thoughts or comments 
to add? Any changes to make with the 
representative of Electrohome or with the 
officials? 


Mr. Macdonald (Rosedale): Mr. Pollock, I 
take it your position is that, despite the con- 
sultations in advance, you did not think there 
would be any change in the machinery tariff 
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and therefore, you did not make any particu- 
lar representation about reclassification or the 
negotiating of a reclassification? 


Mr. Pollock: Mr. Chairman, in most cases 
in business these classifications are known as 
numbers. They are referred to as machinery, 
and things of that sort. Generally, they are 
referred to as numbers, and the number is 
used so often that it is considered a tariff 
classification that is adaptable to that particu- 
lar product. 


It is my understanding, from hearsay—I 
have no specific knowledge—that various peo- 
ple have discussed this matter with govern- 
ment departments, but who, or with whom 
they had the discussions I could not say. I 
know that several people have said that they 
have talked about this, but we, on our part, 
have not. 


Mr. Macdonald (Rosedale): You did not say 
in advance, “While you are going to be deal- 
ing with machinery remember that Mr. Hale’s 
electric toothbrush is not really machinery”? 


Mr. Pollock: That is right. We did not make 
this statement. 


Mr. Macdonald (Rosedale): Dr. Annis, what 
opportunity was there for consideration of 
this in advance of the final negotiations? 


Dr. Annis: I suppose, in a sense, considera- 
tion was taking place at two different places. 
Mr. Burns and I were in Geneva, at least for 
most of the time, when the machinery pro- 
gram was formulated. That program was for- 
mulated in Ottawa. It was formulated after 
discussion, at least to some extent, with the 
Canadian machinery producers and_ users. 
The decisions on the scope of the machinery 
program were made in Ottawa; that is, on the 
tariff items that were to be included in it, and 
the fact that those items would be included in 
whole. Those decisions having been made, the 
delegation in Geneva was authorized to offer 
those items as concessions in the Kennedy 
Round, and did so. 


e 1730 


I do not know that I am in a position to 
shed any further light; at any rate, not with- 
out going beyond what would be proper, in 
the sense of talking about what were realy 
private... 


The Chairman: I believe I understand your 
difficulty, Doctor. I think you have gone 
about as far as you can on that. 
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Mr. Hales: Mr. Chairman, may I ask Mr. 
Pollock if he had assumed that the represen- 
tations that the trade had made on this clas- 
sification were falling on the right ears? 


The Chairman: I do not think Mr. Mac- 
donald has completed his questions. 


Mr. Pollock: In response to that question, 
there was the sort of general conversation 
that goes on. We actually did not expect, in 
the whole rearrangement of the tariff, that 
appliances would be included in machinery. 
It just was not something that we thought 
about. We did not think it was something that 
should be considered. 


The Chairman: May I clarify the situation, 
at least for my own benefit. The pricing of 
these appliances in the machinery item was 
not done in the course of, or because of, the 
Kennedy Round negotiations just completed, 
but was something which existed before these 
negotiations? Is that right? 


Dr. Annis: Yes, sir, that is correct. 


The Chairman: And at least in part, if not 
in large part, it resulted from a Tariff Board 
ruling of some years ago? That at least had 
some impact? 


Dr. Annis: Yes; although I think it would 
possibly be more accurate to put it in terms 
that the Tariff Board ruling, or such rulings 
as there are, confirmed classifications which 
had been adopted by the Department of Na- 
tional Revenue in interpreting the provisions 
of the statute. 

The only reason for my making that addi- 
tion to what you said, sir, is because other- 
wise one might get the impression that a 
Tariff Board decision had resulted in a 
change in classification. 


The Chairman: It confirmed the pre-exist- 
ing classifications. Therefore, what actually 
happened in the Kennedy Round negotiations 
was that the negotiators continued on the 
basis of the pre-existing classification, or 
item, which included these comfort appl- 
ances, and what you ended up with, namely, 
the inclusion in the new item of comfort 
appliances, was not something that was 
specifically negotiated? 


Dr. Annis: Yes, sir. 


The Chairman: It would appear, from what 
you and Mr. Pollock said, that unfortunately 
the industry concerned with these appliances, 
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perhaps inadvertantly, did not make specific 
—at least not that we know of at the 
moment—or direct written representations in 
the same way that other industries made 
representations through briefs to the special 
tariff study Committee, otherwise your atten- 
tion would have been drawn more specifically 
to the implications. I am just trying to picture 
the atmosphere in which you carried out your 
discussions. 


Dr. Annis: Mr. Chairman, I would agree 
with the way you have put it. Might I add 
one further comment, although here I am get- 
ting close to policy as opposed to technical 
considerations. 
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There have been a number of references to 
injury and to inequalities. In that regard I 
would like to draw attention to what I would 
consider to be facts of the case. It is perfectly 
true that the results which flow from this 
agreement introduce differential treatment 
between these home comfort appliances 
which are classified as machines and conse- 
quently fall under the machinery program, 
and a number of other appliances which are 
classified otherwise such as toasters, refriger- 
ators, white goods and so on. It also is per- 
fectly true that this means a deeper cut on 
these appliances which are machinery than on 
the others, and that the cut is made in a 
single step. Now possibly this could be 
regarded as unfair. It is a little difficult to 
speak of an industry because after all an 
industry is composed of a number of firms 
whose product mix will not always be the 
same, but if one is thinking in terms of the 
Canadian electrical industry I would like to 
suggest that on average the depth of cut in 
respect of its products in the Kennedy Round 
was rather less than the average in respect of 
other profitable items; certainly it was less 
than that applying to machinery. The basic 
reason for Mr. Pollock’s complaint here is 
that the products which he is talking about, 
which represent only a part and rather a 
smaller part of the output of the Canadian 
electrical industry, are being treated as 
machinery. 

The greater part of the product line of the 
Canadian electrical industry is being subject- 
ed under the Kennedy Round Tariff conces- 
sions to rather lighter cuts, lighter not only 
than these affecting the humidifier and air 
conditioner sort of thing but lighter than 
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those applying to most other iron and steel 
products and what I would regard as other 
comparable items. In particular, what the 
industry usually refers to as white goods got 
off pretty lightly in the Kennedy Round. A 
number of present rates that are 2234 per cent 
in this field were cut to 20, which is a pretty 
small cut in a tariff negotiation of this mag- 
nitude, and one item, automatic washing 
machines, on which the rate was already 20, 
was not cut at all. And I might say that our 
United States trading partners were very 
disappointed that we did not cut the rates of 
duty in this field more than they in fact were 


cut. 


What I am saying here in a way goes 
beyond the immediate problem but it does 
seem to me that it is relevant if one is looking 
at the position of the industry as a whole. I 
think it is also relevant to keep in mind what 


I am afraid, has been largely over-looked 


today, that this is an area where the United 
States rates were cut 50 per cent almost right 
down the line across the border. Possibly I 
could even leave out ‘almost’. Could you 
speak on this, Mr. Burns? 


The Chairman: Perhaps you also could give 
details on the financial cuts, including those 
on home comfort appliances, if any? 


Mr. Burns: Mr. Chairman, I think I can 
confirm what Dr. Annis said, that in the elec- 
trical appliance field in the United States 
there were 50 per cent linear cuts. I can indi- 
cate a couple of examples that will give some 
idea of what cuts were made. In the United 
States there is an item for air conditioning 
machines and parts, and they imported from 
Canada in 1966 $24 million worth of these 
goods. The pre-Kennedy Round rate is 11 per 
cent, the final rate will be 53 per cent. 

The rate on another item, fans and blow- 
ers, for which we had three quarters of a 
million dollars worth of trade in 1966, is 
going from 14 per cent to 7 per cent. 
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I suppose of particular interest to Mr. Pol- 
lock are the substantial cuts that have been 
made in entertainment appliances—radio 
television combinations, television sets and so 
on, in respect of which Canada has been a 
significant supplier of the United States—with 
final rates in that area being 5 per cent, 6 per 
cent, 63 per cent, with the highest rate being 

% per cent. 
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Mr. Pollock: Mr. Chairman, we are refer- 
ring exclusively to the home comfort field. 
Regardless of what cuts have been made in 
the United States—we know they have made 
very broad cuts—I see no reason, just 
because there is a cut of 50 per cent in the 
United States, that there need be a one-third 
immediate cut in Canada. 


Our premise in.this whole matter is that 
these two classes of products should be com- 
pletely segregated and a new classification 
established, as we term it, under “electro- 
mechanical domestic appliances with self con- 
tained electric motors.” We feel this is impor- 
tant because these are completely out of their 
category. 


The Chairman: Mr. Halvorson, is there 
anything you want to say at this time which 
fits into National Revenue’s responsibility? 


Mr. Halvorson: No, Mr. Chairman. I think 
everything has been pretty well said on this 
whole subject, including how these things 
happened to be classified under the items for 
machinery. This is long standing practice. All 
these products, generally speaking, have elec- 
tric motors, are mechanical, and there never 
‘was any other provision in the tariff except 
the provision for machines. This is why they 
are under these items. 


The Chairman: Mr. Drahotsky, have you 
any comments you want to make on the De- 
partment of Industry’s attitude? 


Mr. Drahotsky: I have one observation, Mr. 
Chairman. Perhaps in all fairness to the 
industry it should be mentioned that the so- 
called anomaly did not become apparent 
before the Kennedy Round concession rates 
became available to the public. Under the 
previous classification the so-called home 
comfort appliances, at least, those that were 
of a class or kind made in Canada, directed 
the same rate under what was tariff item 
42701-1 as they would if they were treated as 
electrical apparatus, and the rates were 223 
per cent. The so-called anomaly arises as a 
result of the fact that under the machinery 
program the rate is coming down to 15 per 
cent whereas under the electrical apparatus 
item it is coming down to only 17% per cent. 
But this of course was not known at the time 
when the machinery program was being dis- 
cussed with the industry. 


Mr. Pollock: Mr. Chairman, I wonder if Dr. 
Annis could clarify things for us a little fur- 
ther. This whole matter of tariff item 42700-1 
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revolves around machinery importation, it 
has really nothing to do with the appliances. 
All of the provisions and thinking that have 
gone on in connection with this had to do 
with the importation of machinery that is 
made in Canada or not made in Canada, and 
this is the problem that is being dealt with, 
not the group of appliances. These appliances 
have to compete with all the other appliances 
that Dr. Annis referred to and, therefore, it is 
quite a different matter. 


Now, I wonder whether Dr. Annis could 
give us an idea of the dollars involved? It 
would seem to me that the ratio of dollars 
involved in importation of these two. catego- 
ries would be something in the order of 600 
or 700 to one. I do not know; because of the 
mixture of things we have not been able to 
pick this out, but it is so minuscule in com- 
parison with the machinery category that for 
them to be included is completely anomalous 
as we have said. 
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Dr. Annis: In terms of the dollar amounts 
involved, as you have said Mr. Pollock statis- 
tics are not available for the imports directly 
from the D.B.S.—imports of these so-called 
home comfort appliances—although the De- 
partment of Industry made a sort of sample 
survey and probably Mr. Drahotsky could 
speak more accurately than I if you want to 
get into the ways in which it was made. 

At any rate, I do know the results of that 
and the figures or estimates at which they 
arrived as regards the imports of these 
domestic machines, you might call them, 
would be of the order of $20 million a year of 
which I think about $7 million a year would 
be of the class or kind not made in Canada 
under the former rulings and consequently 
would have formerly been dutiable at 73 per 
cent, and approximately $13 million would 
have been classified as made in Canada and 
consequently dutiable at 223 per cent. Those 
figures are approximately correct, are they 
not, Mr. Drahotsky? 


Mr. Drahotsky: Yes, they are, but perhaps 
I should point out that the survey covers all 
domestic electrical imports. It covers not only 
what you refer to as home comfort appli- 
ances; it covers dishwashers, garbage disposal 
units, floor polishers, focd mixers, juicers, 
blenders and parts and if you were to look at 
our estimate of the imports of the type of 
product that I understand you mean by home 
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comfort appliances, namely, air conditioning 
units, humidifiers, dehumidifiers, our esti- 
mate shows that their imports in 1966 under 
tariff item 42700-1, in other words that would 
now be ruled as admissible under 42700-1, 
came to something like $4 million. This is a 
very rough estimate because, as Dr. Annis 
points out, no exact statistics are available. 


The Chairman: Now that we have all the 
background to this and some of the context in 
which these things were done, what is the 
formal procedure available to a company such 
as this that would like to ask that a reclas- 
sification be carried out, whether it is home 
comfort appliances or something else? If a 
company wants to suggest to the government 
that there be a change in classification of an 
item with respect to its status in the tariff, 
just what procedure do they follow? 


Dr. Annis: Well, resolutions or proposals 
relating to the tariff, or to changes in the 
tariff, are normally introduced into the House 
of Commons by the Minister of Finance at the 
time of a budget, and the usual practice for 
those who seek such changes to follow is to 
make representations to the Minister of Fi- 
nance asking him to make proposals of this 
sort to his colleagues and to Parliament. 


It is not at all unusual that if he is to do 
this, a negotiation is first necessary if... 


The Chairman: Within the GATT. 
Dr. Annis: Yes, within the GATT. 


The Chairman: What about the reclassifica- 
tion? These gentlemen make two proposals 
for correcting their problem; one is to set up 
a new item, the other is a reclassification to 
move these goods into different items. Is a 
reclassification an administrative procedure 
or one requiring parliamentary action? 


Dr. Annis: A _ reclassification, that is a 
change in the Department of National Reve- 
nue ruling as to the proper classification of 
goods, is a matter for consideration by the 
customs officers and the Deputy Minister of 
National Revenue, and then the avenue of 
appeal from their decisions for any one who 
is dissatisfied with them is to the Tariff 
Board. 
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Mr. Hales: Mr. Chairman, in view of the 
fact that this is all part of the Kennedy 
Round of Tariffs Agreement, we were told 
earlier today that this would be impossible 
and there were too many hurdles to climb or 
get over, and therefore the Minister of the 
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Department would be very reticent about 
bringing changes into the House. He could not 
because it is an international agreement and 
he is bound by an international agreement. 
So, I would say on that basis we cannot 
change it, we cannot change it in the House 
and I as a member of Parliament have noth- 
ing to say about it. 


The Chairman: If I may say so, exactly as 
Dr. Annis said, I think we should segregate 
this issue into several parts; one part involves 
dealing with the text of the resolution before 
us now. 


Mr. Hales: If somebody can show me how I 
have a voice in... 


The Chairman: Well, you have the same 
voice in this as you would in any other tax 
legislation. 


Mr. Macdonald (Rosedale): I just want to 
be helpful to Mr. Pollock and his problem 
and perhaps he can be helpful to us. Mr. 
Pollock, if we make this reclassification, and 
I can understand Dr. Annis’ reticence to com- 
mit the government to a renegotiation and 
perhaps this is something that we as govern- 
ment members should undertake to bring to 
the attention of the Minister, do you have 
domestic competitors who are going to take 
exception to our treating your position in this 
way? I ask you in all candour. 


Mr. Pollock: I would say no, Mr. Chairman. 
We have talked to several of the other com- 
panies involved in the business and asked 
them if they would come with us, but we 
were not able to get them to do so but we felt 
that we would like to come here. So far as we 
are concerned, we would benefit from a 
reclassification and the other members would 
benefit from it. I am sure they will not be in 
any way inhibited by the change that we are 
talking about. 


Mr. Macdonald (Rosedale): The change is 
confined to the finished product essentially 
and if firms that may be competitive with you 
for example import an electric motor, their 
position will not be adversely affected? 


Mr. Pollock: I would think most of the elec- 
tric motors used are made in Canada. 


Mr. Macdonald (Rosedale): So just to pick 
up from where Mr. Hales left off, you would 
like to see the Minister of Finance or the 
representatives of the International Economic 
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Relations Division of the Department of Fi- 
nance go back and say there appears to be a 
situation here under the machinery tariff 
which is creating damage and we would like 
to renegotiate this. We would like to get your 
consent to a different tariff treatment in the 
item than that which we originally made at 
Geneva. 


Mr. Pollock: So far as we are concerned we 
suggest in our brief a classification of “Elec- 
tro-Mechanical Domestic Appliances with 
self contained electric motors,” and we would 
certainly hope that it might be so arranged, 
as a new item, to be staged in five steps. It is 
the same as all the other appliances, because 
we are competing with the other appliances 
for the patronage of Canadian customers. 


Mr. Macdonald (Rosedale): Apart from the 
consumer interest, and the interest perhaps of 
some of your competitors who might like to tie 
a ball and chain around your ankle, there is 
no Canadian interest that we should be think- 
ing about also in competition with this par- 
ticular request; I mean, none that you can 
think of anyway? 


Mr. Pollock: No sir, you are quite right on 
that. We feel that there is enough competition 
to keep the consumer’s position really well 
taken care of. 


The Chairman: Mr. Pollock, you are not 
suggesting, however, that the final parliamen- 
tary disposition of the whole Kennedy Round 
package be held up until this problem or 
anomaly is renegotiated? 


Mr. Pollock: No, sir. This would certainly 
be a case of the tail wagging the dog. 


The Chairman: So what you are suggesting 
is that after Parliament disposes, hopefully 
favourably, of the whole package containing 
the resolution, that the government take 
action under the clause in the GATT which 
Dr. Annis has told us about to renegotiate 
this particular item in a way which will take 
into account the very useful points you have 
brought to our attention. 


Mr. Pollock: Yes, sir. 


Mr. Macdonald (Rosedale): Or, Mr. Chair- 
man, that the government consider action 
right now and perhaps incorporate it in this 
resolution. 


Mr. Hales: In view of what Dr. Annis told 
us earlier today I do not think we should 
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delude ourselves or delude Mr. Pollock that 
there is a hope in the world of rediscussing 
the Kennedy Round of tariffs. It is an inter- 
national agreement and you have to talk to 
all the countries. Therefore I do not think we 
should delude ourselves in this. 


Mr. Macdonald (Rosedale): I would like to 
straighten Mr. Hales out on this. There is all 
kinds of scope under the general agreement 
to renegotiate items and to renegotiate them 
between sessions. Am I not right, Dr. Annis, 
when I say that if the government decided to 
do this—and I am not putting you in the 
position of recommending that they do—that 
there is all kinds of international procedure 
to deal with this particular type of item if the 
government wanted to change it? 


Dr. Annis: There are procedures available; 
there is a mechanism available. It is a 
procedure that is rather difficult to apply. 
I would not want you to get the impres- 
sion that it was an easy or a quick route. 
On a somewhat different tack I might sug- 
gest to Mr. Pollock that his recommenda- 
tion that a separate item be established to 
cover these appliances is in a sense an incom- 
plete recommendation because he did not sug- 
gest what rates he would like to see applied 
or what compensation he would suggest be 
offered for the withdrawal of the present 
concession. Possibly it would be unfair to ask 
him the second question. I have a pretty good 
idea what some of our trading partners would 
ask for, but I will not volunteer my thoughts 
in that regard. With respect to the first part 
of it, it seems to me it is a fair question and, 
in particular, if such an item were to be 
established, recognizing that prior to January 
1 of this year these products fell under items 
with a “class or kind’ distinction, would it be 
his suggestion that they continue to be segre- 
gated on the basis of class or kind “made in 
Canada” and “not made in Canada” and that 
we continue to preserve the former 74 per 
cent rate in respect of those items of a class 
or kind “not made in Canada’? Also, what are 
his thoughts about the rate that should apply 
either to the whole category or to the class or 
kind “made in Canada” if the old distinction 
were to be continued? 


Mr. Pollock: Mr. Chairman, we have not 
been presumptuous enough to suggest any- 
thing of this sort. We feel this matter is defi- 
nitely not in the interests of our operation. 
We are drawing it to this Committee’s atten- 
tion, and we feel that it should be looked at. 
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We believe the Committee should understand 
this situation. We also feel that it is human to 
err, let us say, and the collective actions of 
people are certainly not sacrosanct. Surely 
there must have been some changes made in 
GATT negotiations. It is not a matter that is 
like the Bible, let us say. Surely there would 
have been some changes made in other cases 
in GATT negotiations, and under those cir- 
cumstances we were very hopeful that some- 
thing of this sort would be able to be done, 
because the situation is completely anomalous 
and does not have a rationale to it. 


The Chairman: I think there is probably a 
consensus that there is an anomaly here. The 
point that I at least wanted to make clear was 
that obviously the negotiations are completed, 
they are not partially open, and it is a ques- 
tion of what procedures can now be taken to 
help deal with this very important problem 
which you brought to our attention. You have 
agreed with my suggestion that we do not 
hold up the parliamentary disposition of the 
whole package pending the correction of your 
problem. I see you are nodding your head by 
way otf assent. 


Mr. Pollock: Yes, sir, I did say that before. 


The Chairman: Dr. Annis and his depart- 
mental colleagues have sketched for us the 
procedures available for correction which 
would involve, I gather, renegotiation under 
certain injury provisions in the GATT. I did 
not understand him to say that it would be 
impossible to take these steps, but merely 
that they would be lengthy and complicated 
and he would not want to anticipate the tim- 
ing or the results. 


Dr. Annis: No, sir, and in addition, of 
course, this would involve a policy decision 
which would be a decision to be made by 
ministers. ‘ 


e 1800 


The Chairman: It would appear very 
important for Electrohome, and those who 
share its views, to supplement the presenta- 
tion to us. It would obviously be one way of 
bringing this to the attention of the policy 
makers and with some other formal contact, 
possibly with both the Department of Finance 
and the Department of National Revenue, to 


Finance, Trade and Economic Affairs 


February 6, 1968 


pursue some of these avenues which we per- 
haps could help sketch out for you. Mr. 
Macdonald? 


Mr. Macdonald (Rosedale): Mr. Pollock, 
what would your reaction be if we proposed 
leaving the item in under 42700, which is the 
new machinery tariff item, but stage the 
reduction over four years? 


Mr. Pollock: We feel this would be a logical 
approach to take. The five steps, the same as 
the other appliances, and the same as is being 
done in the United States for exactly the 
same products. However, we felt it was not 
possible to take it out of the category and still 
do this. As I say, we hope that the new 
category will first of all be looked at from a 
dutiable point of view in relation to other 
appliances and, second, that it will be looked 
at from the point of view of the five steps 
which apply to other appliances with which 
we are competing. 


Mr. Macdonald (Rosedale): There is a two- 
fold aspect to your submission; to create a 
new classification and then stage the new 
classification. 


The Chairman: If we could take another 
minute, you raised a very interesting point 
which I think we should ask Dr. Annis about. 
That is, does Canada retain the independent 
ability to make its own decisions on staging 
of items or is this part of the package? 


Dr. Annis: Yes. 


The Chairman: Or the staging of individual 
subsections within an item. If this is a diffi- 
cult question, perhaps you could tell us about 
it tomorrow or Thursday. 


Dr. Annis: This is a complicated question 
and we must draw a distinction between this 
and the sort of case that we were talking 
about before noon involving, for instance, 
motors or switch gear, and that sort of thing. 
In those cases Canada very definitely had the 
right, and has the right,.to stage in five equal 
steps if it wished to do so. This is somewhat 
different because it involves an item which 
was part of this machinery program and the 
settlement that was made with respect to the 
machinery program. What Mr. Pollock is now 
suggesting involves, as one part of the 
proposal, taking in effect: these items out of 
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the machinery program and treating them 
separately. The point that. I want to make 
here is that the machinery program as sich 
was negotiated on a different basis from other 
items because it involved a complex of 
things, and an understanding on both sides 
that the whole of the complex would be intro- 
duced at one time. Therefore, to change that 
would involve a change in what was agreed 
to, and I would draw the conclusion that in 
order to withdraw from the machinery pro- 
gram and from that item something which 
previously had been understood would be 
included in it would necessitate the reopening 
on the matter with our trading partners. 


The Chairman: A renegotiation? 


Dr. Annis: Yes, a renegotiation. It is the 
same thing and it is a renegotiation of a sort 
that could be cultivated under the GATT 
rules. The GATT rules provide for renegotia- 
tions. They just make it rather difficult. 


The Chairman: Mr. Gilbert, you are next 
and then we will ask Mr. Pollock for any final 
comment he wishes to make. 


Mr. Gilbert: I have one short question, Mr. 
Chairman. Mr. Pollock, do these changes 
affect your domestic market and your export 
market, or is it just confined to the domestic 
market? 


Mr. Pollock: Part of the domestic market. 
We are working hopefully to sell some of our 
humidifiers in the United States. At the 
moment we do not have orders in that area 
but we are working towards this. However, 
we are concerned with the effect on our 
domestic market. 


Mr. Gilbert: You do have a little trade-off 
or set-off there with regard to the United 
States reductions in the field for your export 
trade. It may not be very much comfort, but 
you have some help there. 


Mr. Pollock: The United States reduction 
took place 1 per cent at a time, not 73 per 
cent at a time. 
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The Chairman: Am I correct in saying that 
at the moment you have in effect 15 per 
cent protection on goods in this class availa- 
ble in Canada while some of the existing 
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United States tariffs are still at just about the 
same level or lower than 15 per cent even 
without the staging? That question is ihe! 
result of Mr. Burns’ comments.: 3 


Mr. Pollock: They are not as high as that. I 
think they are around 9, 10 or 11 per cent, 
are they not, Mr.: Burns? We have ia ‘Slight’ 
edge on that basis but, after all, you have to 
think about the difference between the two 
countries—the markets, the production and 
the whole matter. 


The Chairman: I am not quarrelling with 
your assessment of the impact, I just wanted 
to know if I am right in saying that we still 
retain an edge in the level of our tariff sys- 
tem compared to the United States? 


Mr. Pollock: Yes, sir. 


The Chairman: 
comments? 


Are there any further 


Mr. Hemphill: Dr. Annis, you made one 
comment with the reference to changing the 
name of a tariff item or setting up a new 
tariff and calling it home comfort appliances, 
or something similar. Would it not require 
negotiation with GATT to make that change 
in our Canadian tariff? 


Dr. Annis: Not to change the nomenclature, 
provided the rates and any complementary 
undertakings wi'tth respect to them were 
adhered to. I would take it, however, in this 
case that if we maintained a rate not in 
excess of 15 per cent on these articles that it 
would not meet Mr. Pollock’s point, it would 
not do him any good. 


Mr. Hemphill: No. 


Dr. Annis: I should add the further point 
that in respect of the goods included in this 
machinery program—those which were clas- 
sified under 18 items which now have been 
superseded by one very broad new item—the 
undertaking called not only for a maximum 
rate of not more than 15 per cent, it also 
called for the establishment of a remission 
procedure in respect of which the Canadian 
Government stated its expectation that the 
average rate of duty on the whole item would 
be less than 9 per cent and committed itself 
to consult and to take prompt corrective 
action if in fact the rate should work out at 
more than 9 per cent in any year. 
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‘The Chairman: I think we should thank 
Mr. Pollock and his colleagues from Elec- 
trohome Limited for giving us a better oppor- 
tunity to understand their problems. Perhaps 
this discussion has helped point out some 
possible avenues to a solution which they 
may want to pursue further after they leave 
uS. 
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Mr. Pollock: Mr. Chairman, we appreciate 
your giving us a hearing and we appreciate 
some of the advice you have given us. Thank 
you. 


The Chairman: The meeting is adjourned 
until Wednesday afternoon at 3.30, at which 
time we will hear from the Minister of 
Industry. 
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APPENDIX V 


THE CANADIAN MANUFACTURERS’ ASSOCIATION 
67 Yonge Street, Toronto 1, Ontario 


January 10, 1968 


Mr. H. Gray, Chairman, 
and Members, 

Standing Committee on Finance, Trade 
and Economic Affairs, 

House of Commons, 

Ottawa, Ontario. 


Dear Mr. Gray: 


The Canadian Manufacturers’ Association 
welcomes the opportunity of presenting its 
views ‘to the Standing Committee on Finance, 
Trade and Economic Affairs pertaining to the 
resolutions covering proposed amendments to 
the Customs Tariff to implement Canada’s 
commitments under the Kennedy Round 
agreement. 


The Canadian Manufacturers’ Association 


The Association is a non-profit, non-politi- 
cal organization of some 6,400 members locat- 
ed in over 600 cities and towns across Cana- 
da. It has a permanent staff of 110 and is 
representative of some 75 per cent of the 
manufacturing production of Canada. A point 
of some special significance is the fact that, 
while most of the large manufacturing estab- 
lishments hold membership in the Associa- 
tion, more than 75 per cent of member com- 
panies employ fewer than 100 persons. Hence, 
the problems and needs of small manufactur- 
ers are of particular importance to the 
Association. 


The by-laws of the Association specify two 
fields of enterprise, namely, industrial promo- 
tion and export promotion, as the interests 
which ‘the Association is dedicated to serve. 
The Association is now in its 97th year of 
operation. During this entire period, its 
interest and involvement in the development 
and promotion of Canada’s domestic and 
export trade have been of paramount 
importance. 


The Kennedy Round Package 

The Resolutions which are now under study 
by this Committee comprise only one part of 
the package deal to which Canada subscribed 


in Geneva in what is commonly referred to as 
the Kennedy Round agreement. The Resolu- 
tions do not include the proposed changes in 
duties on imported chemicals which we 
understand will be covered in a subsequent 
resolution. No mention is made in the Resolu- 
tions of the many reductions in duties made 
by the United States, Europe and Japan, all 
of which should bring substantial benefits to 
Canadian exporters. Finally, and this is most 
important of all, no reference is made to the 
new International Code on Anti-Dumping to 
which Canada subscribed in the Kennedy 
Round agreement. New Canadian legislation 
on anti-dumping will require to be submitted 
to Parliament for approval by July 1, 1968. 


Tne Minister of Finance has stated on 
many different occasions that the Kennedy 
Round agreement is a package deal, a give 
and take proposition comprising several dis- 
tinct parts. 


He has emphasized that, in order to proper- 
ly evaluate the agreement, one must look at. 
the whole package and not just one facet of 
the agreement in isolation. This is what we 
propose to do in this submission, namely, to 
review the total aftermath of the Kennedy 
Round negotiations in terms of their impact 
on the manufacturing industry and the econo- 
my generally. 


In the Kennedy Round, ten of the world’s 
largest trad:ng countries participated in the 
negotiations on a linear basis. While the set 
target of 50 per cent reductions was not 
reached in all areas, the results achieved 
were significant, averaging a little more than 
30 per cent. Because a large proportion of 
Canada’s exports is in foodstuffs and primary 
products on which foreign tariffs were 
already low, Canada could not accept the lin- 
ear method of approach and undertook to 
grant tariff concessions equivalent in value to 


those received from its trading partners. 


Tariffs and Canadian Imports 

Canada’s tariff cuts are estimated to be 
slightly below 25 per cent on the average, 
although cuts were made in virtually every 


sector of the Canadian tariff. Only a few 
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categories of products were not subject to at 
least some lowering of the current duty rate. 
About $23 billion worth of imported goods 
will enter Canada at reduced duty rates or 
free of any duty as a result of the tariff 
concessions made by Canada in the Kennedy 
Round. i Aeg's go tem 


In examining the Ways and Means Resolu- 
tions, it is noted that most of the tariff reduc- 
tions made: by Canada will be phased over 
the next four years with the final reductions 
being made in 1972. In a number of instances, 
however, the full amount of the negotiated 
reductions has been. made effective as of 
January 1, 1968. In other instances, the initial 
cuts made on January 1, 1968, total 50 per 
cent of the reduction negotiated. We are ata 
joss to understand why Canada considered it 
necessary to adopt this policy of accelerating 
some tariff reductions in advance of the dates 
required under the Kennedy Round agree- 
‘ment. 

In contrast to the action taken by Canada, 

it is pointed out that the United States, under 
the terms of its Trade Expansion Act of 1962, 
is phasing out its tariff reductions in approxi- 
mately five equal stages, commencing Janu- 
ary 1, 1968, and ending January 1, 1972. We 
are concerned that the acceleration by Cana- 
da of some of these tariff reductions could 
worsen our trade performance in 1968 to the 
detriment of our balance of payments 
position. 
One of the most significant moves by the 
Canadian government was a cut of one-third 
in our Most-Favoured-Nation Tariff on 
imported machinery. The current dual rate 
system of 22} per cent and 73 per cent on 
machinery classed as “made in Canada” and 
machinery “not ‘made in Canada” has been 
‘replaced by a uniform rate of 15 per cent, but 
with provision for full remission of duty 
where it has been determined by the Machi- 
nery and Equipment Advisory Board that the 
imported machinery is not available from 
Canadian production. 


The Asscciation supports, in principle, the 
new arrangement approved in the Kennedy 
Round agreement covering imported machi- 
nery. We believe that in the long run it will 
assist in the development of the machinery 
industry in Canada. It. .should, also bring 
important cost benefits. to Canadian manufac- 
turing users by enabling. them to import, duty 
free,. capital equipment. which is not available 
from a Canadian production source. 
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Unfortunately, however, the newly estab- 
lished tariff item 42700-1 covering imported 
machinery appears to have been made 
unnecessarily complicated by including there- 
in accessories, attachments, control equip- 
ment, and tools for use with machinery. This 


~is bound.to cause serious difficulties in tariff 


administration and will delay the granting of 
duty remission in many instances. 


Also included in the new tariff item 42700-1 
are a number of electrical appliances, e.g., 
humidifiers, air-conditioners, etc. In the opin- 
ion of the Association, these appliances 
should not be classified as ‘machines’, and 
should be separately provided for in the Cus- 
toms. Tariff. This points up the fact that the 
present Canadian Customs Tariff is in many 
respects an outmoded instrument which badly 
needs revision. 


We are pleased to note that the Tariff 
Board has recommended that imported 
chemicals be classified in accordance with the 
Brussels Nomenclature for the Classification 
of Goods in Customs Tariffs. This Nomencla- 
ture is now in use in over 75 countries and 
covers over 73 per cent of the world trade. 
The Association is strongly of the opinion 
that Canada should adopt this internationally 
accepted system of tariff classification, not 
just for chemicals, but for all imported goods. 


Notwithstanding the above, the Association 
believes that Canada fared very well in the 
tariff reduction phase of the Kennedy Round 


agreement. The reaction of individual manu- 


facturers to the reductions varies quite con- 
siderably as might be expected depending on 
the balance of advantages between their par- 
ticular purchases and sales. However, it can 
be said that, in the majority of instances, the 
reductions were largely anticipated. The fact 
that most of these reductions will be phased 
over the next four years should enable 
Canadian manufacturers to adjust to the stiff- 
er foreign competition which will follow in 
our domestic market. 


‘Tariffs and Canadian Exports 


It would appear that some $3 billion worth 
of Canadian exports could benefit from the 
Geneva settlement. In 1966, Canadian exports 
accounted for 22 per cent of Canada’s gross 
domestic product. These two figures give 
some indication of the great importance of 
the Kennedy Round concessions. 


Canada’s. bargaining at Geneva was 
primarily with the United States. Duties into 
the United States were eliminated on approx- 
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imately half-a-billion dollars worth of 
Canadian exports, and, on a further $1 billion 
of exports, United States duty rates were 
reduced by 50 per cent. Duty reductions on 
Canadian exports to Europe, Japan and other 
countries were of much less immediate 
importance, but could be significant in the 
long run. 


These tariff changes, providing improved 
access to foreign markets, mean new and 
enlarged export opportunities, particularly in 
the United States, for Canadian manufactur- 
ers who are prepared to venture beyond the 
home market. The real extent of the oppor- 
tunities will depend in large measure, howev- 
er, on our ability to contain costs and achieve 
further economies of scale resulting from 
longer production runs. 


Non-Tariff Barriers to Trade 


While the reduction of foreign tariffs has 
important implications for our export trade, 
tariffs are by no means the whole story. In 
many parts of the world, and in many com- 
modities, trade barriers of other kinds have 
made export sales difficult if not impossible. 


One of the biggest disappointments of the 
Kennedy Round was the inability of the vari- 
ous participating countries to reach agree- 
ment on the need to remove non-tariff barri- 
ers which, as of today, are generally more 
restrictive of trade than tariffs. 


Among barriers of a general nature which 
are adversely affecting Canada’s export trade 
are the following: consular procedures and 
documentation, certification of export docu- 
ments, notarizations, prior import deposits, 
import licences and exchange permits, label- 
ling regulations, special import assessments, 
including surcharges and surtaxes, and politi- 
cal embargoes. 


Non-tariff barriers in the United States 
include the “Buy American Act” and similar 
legislation in various states, special invoicing 
requirements, valuation for duty, delayed 
liquidation of customs entries, court delays, 
marking requirements, health and sanitary 
regulations and import quotas. The United 
States Congress is undoubtedly deeply con- 
cerned about the difficulties which a number 
of United States industries are now facing 
from competitive imports. Whether or not 
this will result in the United States placing 
new import quotas on goods of special inter- 
est to Canada is difficult to say, but that 
prospect is always present and must be taken 
into consideration in: the determination of 
Canada’s trade policies. 
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Non-tariff barriers will become relatively 
more important as the general level of tariffs 
is reduced. It is to be hoped that GATT and 
possibly other international organizations will 
now turn their attention to these other barriers 
to expanded trade, including trade in agricul- 
ture where progress in freeing the channels 
of international trade still lags far behind the 
industrial sector to the disadvantage of 
efficient food-producing countries such as 
Canada. There is also need to improve the 
trading position of underdeveloped countries 
and thus help to reduce their dependence on 
aid. 


International Code on Anti-Dumping Policies. 


As previously mentioned, one aspect of so- 
called non-tariff barriers with which the 
Kenndey Round did deal was the harmoniza- 
tion of anti-dumping legislation. Its action on 
this matter has little relevance to Canada’s 
export potential, but is of great significance to 
the domestic market The reduction in levels 
of Canadian tariff has not disturbed manufac- 
turers nearly as much as the proposed revi- 
sion of our anti-dumping laws which we have 
always viewed as an effective and essential 
safeguard against the unfair competition of 
dumped surplus goods from abroad. 


Briefly, the new International Code on 
Anti-Dumping Policies, to which Canada has 
subscribed, deals with the determination of 
the facts as to whether or not dumping has 
taken place and whether or not injury or a 
threat of injury has been caused to a domestic 
industry. 


In effect, the new Code, when it is trans- 
formed into Canadian legislation, will mean 
more leniency in Canadian anti-dumping 
procedures than prevails at present. 


Under our current legislation, foreign 
exporters are discouraged from shipping 
goods to Canada at dump prices. They know 
that dumping duty will apply if they sell 
their goods to Canadian importers at prices 
below those prevailing in their home mar- 
kets under our so-called automatic provisions. 
We hope that a similar deterrent will be 
incorporated in our new legislation, because 
the Canadian market is exceptionally vulner- 
able to dumping. Many Canadian industries 
could suffer irreparable harm if dumping 
practices are not effectively penalized. It 
should be emphasized, however, that Cana- 
dian industrialists have never taken the view 
that anti-dumping procedures should be used 
in any arbitrary way to create a barrier to 
competitive imports at fair prices. 


678 


In the Associations’ view, there are several 
major principles which should be followed in 
any legislation designed to implement the 
new Anti-Dumping Code: 


(1) The present value for duty provisions of 
the Customs Act should remain essential- 
ly unchanged. 


(2) The same basis of valuation should also 
apply for purposes of assessing dumping 
duty. 


(3) Export prices should not be accepted as 
representing a proper basis of valuation 


for either regular or dumping duty 
purposes. 
(4) “Injury” should be determined on as 


simple a basis as possible. 


(5) “A domestic industry” should be inter- 
preted on a very narrow basis. 


In a recent submission to the special gov- 
ernment committee on anti-dumping appoint- 
ed by the Minister of Finance, the Association 
stressed that inadequate protection against 
injurious dumping will deter investment and 
retard manufacturing in Canada. 


Adjustment Assistance 


In anticipation of the dramatic and perva- 
Sive changes in world trade challenges and 
opportunities which might result from the 
conclusion of the Kennedy Round, the As- 
sociation more than a year ago began a study 
of the various methods used by other indus- 
trial countries to help their manufacturers 
adjust to sudden changes in trading environ- 
ment. After a great deal of examination and 
discussion, we came to the conclusion that 
adjustment assistance is acceptable in our 
competitive enterprise system. It is our view 
that the underlying philosophy of the assist- 
ance program should be to help manufactur- 
ers take advantage of new opportunities in 
foreign markets, as well as to adjust to 
changing domestic conditions brought about 
by changes in government trade policies. 


The Association’s views on adjustment 
assistance were presented to the government 
last September. The announcement by the 
Prime Minister on December 27 that legisla- 
tion dealing with the subject of adjustment 
assistance would be presented to Parliament 
for approval shortly was, therefore, wel- 
comed by the Association, especially since it 
appears to indicate substantial agreement 
with the recommendations put forward in our 
brief. 
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Productivity and Production Costs 


The ultimate outcome of the new interna- 
tional arrangements, of course, depends on 
the ability of the Canadian economy to adjust 
to changing conditions. Because of our heavy 
dependence on export sales and because of 
the further opening of the Canadian market 
to import competition, it is of the greatest 
importance that Canadian industry be able to 
meet both the price charged and the quality 
offered by foreign competitors. Quite clearly, 
this means that improvements in the produc- 
tivity of Canadian industry and in the behavi- 
our of production costs are matters deserving 
of national priority. 


So far as productivity is concerned, the 
performance has been markedly unsatisfacto- 
ry, a fact that has been noted by the Econom- 
ic Council of Canada whose studies have sin- 
gled out this area as the crucial determinant 
of Canada’s future growth. The rate of 
improvement in output per worker has been 
disappointing, yet the upward push on costs 
has been continuing unabated. 


The Canadian productivity perfomance is 
especially poor in comparison with that of 
other major industrialized countries. Of the 
seven large member nations of the Organiza- 
tion for Economic Co-operation and Develop- 
ment, Canada’s growth of output per worker 
ranked seventh in the 1960-65 period. Still 
worse, according to OECD projections, 
Canadian productivity growth is likely to 
remain behind that of our most important 
competitors, Japan, Italy, France, Britain, 
Germany and the United States, during the 
1965-70 period. In terms of absolute levels, 
the productivity gap in Canadian manufactur- 
ing vis-a-vis the United States appears to be 
persistently in the neighbourhood of 30 to 33 
per cent. 


In order for a manufacturer to compete 
successfully in world markets he must, of 
course, be in a position to offer his product 
for sale at a price that is competitive with 
those of manufacturers of products of similar 
quality. Canadian costs and price indices have 
been rising substantially at a faster rate than 
those of our principal competitors, and it fol- 
lows that the Canadian manufacturer will 
find it increasingly difficult to market his 
goods abroad. 

We must note, for example, that in 1966 
unit costs in manufacturing increased by 3.6 
per cent in Canada and by only 0.6 per cent 
in the United States. 
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Rarely, if ever, can the increased cost of 
doing business be attributed to a single fac- 
tor, but we cannot hide from or ignore the 
fact that Canadian wages and salaries have 
been showing far more dramatic rates of 
increase than those of employees in manufac- 
turing enterprises in the United States. 

Our smaller domestic market, which occa- 
sions a shorter production run, means that in 
far too many instances we are faced with 
higher costs per unit of output even if wages 
and salaries are lower than those prevailing 
in the United States, let alone under condi- 
tions of “wage parity”’. 

To some extent the manufacturer can and 
indeed must absorb rising costs. This is 
reflected in the shrinking profit margin of 
Canadian manufacturers as evidenced in the 
annual survey of its member companies by 
The Canadian Manufacturers’ Association. 
This study shows that manufacturers’ profits, 
including dividends and retained earnings, 
amounted to 5.4 cents on each dollar of sales 
in 1964, but fell to 4.7 cents by 1966. The 
figure of 4.7 cents of profit on the sales dollar 
illustrates dramatically the narrowness of the 
margin in Canadian manufacturing as a 
whole. 

It should not be forgotten that the various 
forms of taxation to which Canadian industry 
is subject from significant elements of our 
costs of production. The only means of lower- 
ing the costs of increasing tax burdens, as 
with other uncontrollable costs, is to increase 
prices but, under internationally competitive 
conditions, there are severe limits to price 
flexibility. 


Quality of Canadian Products 

Turning now to the second question, the 
quality of Canadian made goods, this should 
be interpreted in a broad sense to include 
research, innovation and the development of 
new products. There has been a great deal if 
improvement and increase over the past few 
years in private industrial research being 
done in Canada. For example, a recently con- 
ducted survey among members of the Asso- 
ciation revealed that almost half of some 900 
companies participating in the survey main- 
tain their own research departments. 

It is generally agreed, however, that a com- 
pany needs a research and development out- 
lay of at least $200,000 per annum and a 
minimum sales volume of roughly $5 million 
before it is justified in establishing its own 
research and development laboratory. This 
effectively precludes a very high percentage 
of all manufacturing companies from estab- 
lishing their own research facilities. 
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It is essential, of course, that Canadian 
manufacturers increase their investment in 
research and development. The Association 
supports very strongly the various govern- 
ment programs designed to encourage such 
investment and to assist in overcoming the 
financial, as well as technological, obstacles. 
It also supports the efforts of the various 
provincial research foundations which pro- 
vide first-rate informational and contract 
research facilities. 


It is true that a large proportion of techno- 
logical know-how and innovation in Canada is 
imported. For example, in 1965-66 some 30,- 
000 patent applications were filed in Canada 
and of these, only about 1,900 were by 
Canadian resident inventors. The reliance on 
foreign technology and know-how could be 
beneficial as it augments our own resources, 
but there is a great deal more to be done on 
this score and industry is facing up to the 
challenge as witnessed by the recent opening 
up of several giant new research establish- 
ments in Canada. 


Conclusion 


The many-faceted services and activities of 
the Canadian Manufacturers’ Association are 
designed to help manufacturers, in every line 
of business and in every part of Canada, in 
their efforts to increase productivity, cut 
costs, and offer customers at home and 
abroad the best possible attributes of price, 
quality and delivery. These endeavours will 
be continued and intensified. The closest co- 
operation with the Canadian government, not 
only in preparation for any future trade 
negotiations which is important, but in the 
day-to-day planning and implementation of 
programs designed to increase the competi- 
tive strength of Canadian industry, will also 
continue to be a guiding principle. 


In conclusion, the Association feels that the 
Kennedy Round agreement presents Canadian 
industries with some new and some enlarged 
markets abroad. It also opens the door more 
widely to competitive imports and in some 
cases offers reduced costs for production 
machinery and components. All of these 
effects are complex and the eventual move- 
ments of goods to which they will give rise 
are difficult to quantify. If we are to derive 
the maximum benefit from the agreement, 
our primary aim must be to ensure a domes- 
tic climate that will keep our competitive 
ability at a high peak. This requires the 
utmost in co-operation from management, 
labour and government. 
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To sum up, and by way of recapitulating 
some salient points which emerge from this 
submission: 


(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


Approximately $23 billion worth of 
imports will enter Canada annually at 
reduced duty rates or free of duty 
altogether as a result of the Kennedy 
Round agreement. Some $3 billion worth 
of Canadian exports could benefit from 
the Geneva settlement. 


Overall, Canadian tariffs will be cut by 
an average of nearly 25 per cent between 
now and 1972. Unlike the United States, 
however, Canada has chosen to accelerate 
the speed of its reductions, making the 
full reduction immediately operative in 
some cases and 50 per cent operative in 
some others. This somewhat precipitate 
haste could worsen our trade perfor- 
mance in 1968 to the detriment of our 


international balance of payments 
position. 
While supporting in principle the new 


arrangement covering imported machin- 
ery, the new tariff item 42700-1 does 
seem to be unnecessarily complicated. 
This underscores the fact that the present 
Canadian Customs Tariff is in many 
respects out of date and badly in need of 
revision. 


The Brussels Nomenclature for the Clas- 
sification of Goods in Customs Tariffs 
should be adopted by Canada as the rul- 
ing system of tariff classification for all 
imported goods. 


Although the tariff reductions agreed to 
under the Kennedy Round are a signifi- 
cant step in the direction of further 
expansion of world trade, the many non- 
tariff barriers which remain are likely to 
be proportionately more of an impedi- 
ment in the future than in the past. 


Canada’s bargaining during the Kennedy 
Round was primarily with the United 
States which eliminated duties altogether 
on roughly half-a-billion dollars worth of 
Canadian exports and reduced by 50 per 
cent the duty rates on a further billion 
dollars worth. Congressional concern 
about the intensive competition which 
some industries are facing from imports 
does, however, raise the possibility that 
the United States may impose new 
import quotas on some goods of special 
interest to Canada, a consideration which 
must bear on the determinatio of 
Canadian trade policies. 7 2% 


(7) 


(8) 


(9) 
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The new international code on  anti- 
dumping policies to which Canada has 
subscribed under the Kennedy Round 
will mean significantly more leniency in 
our anti-dumping procedures than has 
been the case and is accordingly occa- 
sioning manufacturers some anxiety. It is 
of vital importance that the new legisla- 
tion should, like the old, deter foreign 
exporters from selling their goods to 
Canadian importers at prices below those 
prevailing in their own home market. 
The stipulations outlined on page 10 (see 
page 678) of this submission represent, 
in our view, minimum requirements to 
ensure that Canadian industries are not 
exposed to injurious dumping which could 
do them irreparable harm. 


The lagging rate of productivity improve- 
ment in Canada and the upward push on 


-manufacturing costs present management, 


labour and government with a formidable 
challenge which must be met if Canadian 
exporters are to remain internationally 
competitive. Canadian price indices are 
rising substantially at a faster rate than 
are those of our principal competitors. 
The profit margins of Canadian manufac- 
turers, however, are shrinking, average 
profit on the sales dollar having fallen 
from 5.4 cents in 1964 to 4.7 cents in 1966. 


Increased emphasis on research and de- 
velopment within Canada’s manufacturing 
industry should be encouraged and facili- 
tated by every possible means. 


(10) A domestic climate that will strengthen 


Canadian industry’s competitive ability is 
the first necessity if manufacturers are to 
derive maximum advantage from the 
opportunities offered by the Kennedy 
Round both at home and abroad. The 
Association, for its part, will continue 
and intensify its services and activities 
the better to help manufacturers improve 
productivity, control costs and generally 
enhance product quality. To this end, the 
closest day-to-day co-operation with the 
government will remain a= guiding 
principle. 


The Association would be pleased to sup- 


plement these views in any way that the 
Committee might desire. 


Yours very truly, 


J. C. Whitelaw, 
Executive Vice-President and 
General Manager. 
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APPENDIX “W” 
ELECTROHOME LIMITED 


January 10, 1968 


Committee on Finance, Trade 
and Economic Affairs 
Government of Canada 
OTTAWA, Canada 


Gentlemen: 


The following is presented in response to 
the invitation for organizations or individuals 
to submit briefs with respect to the impact 
the Kennedy Round Tariff Agreements may 
have on the Canadian economy. 

We would first like to summarize our find- 
ings and recommendations as follows: 


(1) We believe the long term results of the 
GATT negotiations will be beneficial to 
the Canadian economy; 


(2) The main concern of this brief is with 
regard to a particular class of products, 
namely, home comfort appliances which 
we believe are incorrectly classified; 


(3) It has been said that under the terms of 
GATT negotiations, changes in classifica- 
tion are not permitted because of the 
manner in which the negotiations were 
carried out. We find it hard to believe, 
however, that this stand would prevent 
our federal administrators from taking 
action to correct errors, etc. which would 
normally be taken if the Kennedy Round 
GATT negotiations had not taken place; 


(4) Home comfort appliances are now clas- 
sified as machinery, tariff item 42700-1, a 
classification which places them with pro- 
ducts very dissimilar in nature from a 
manufacturing, marketing and end use 
point of view; 

(5) The import duty of this tariff item was 
reduced in one step effective January 2, 
1968 whereas duties on appliances gener- 
ally will reduce gradually in five annual 
steps. Home comfort appliances are clas- 
sified in. the U.S.A. with consumer goods 
on which the tariff will be reduced in five 
annual steps; 


(6) We recommend that home comfort appli- 
ances be reclassified as are stoves and 
toasters (tariff item 44300-1) or food mix- 


ers (tariff item 44524-1). We suggest a 
new classification for home appliances 
which contain a motor to be described as 
“Rlectro-Mechanical Domestic Appliances 
with self contained electric motors’’. 


We develop in more detail our thinking with 
regard to the above. 


As noted above, our Company believes that 
the changes resulting from the Kennedy 
Round Tariff Negotiations will have, on the 
long term, a beneficial effect on the Canadian 
economy. Moreover, the method of introduc- 
ing the changes have been handled in a man- 
ner which will minimize the negative impact 
on the economy while it is adjusting to the 
new set of conditions. We believe, however, 
that we in Canada cannot afford any detri- 
mental effect on any segment of the economy, 
no matter how small that segment may be, 
and corrective action should be taken where 
this is evident. 


History of the Company 

Electrohome is a public company whose 
shares are traded on the Toronto Stock Ex- 
change and is engaged in secondary manufac- 
turing. The shares are 99 per cent held by 
Canadians. The major products are radio and 
television but, in addition, the company 
manufactures furniture, sub-fractional horse- 
power motors, electronic organs and small 
appliances. The company employs what is 
believed to be the largest group in the 
research and development of durable consum- 
er products in Canada and total research and 
development and engineering last year 
exceeded $1 million. The company tradition- 
ally has been a strong supporter of Canadian 
enterprise and supplies a significant share of 
the market in the areas in which it is 
engaged. The company employs nearly 2,000 
people and has sales volume in excess of $30 
million per annum. 


While Electrohome is known primarily for 
its activity in the electronic business—radio 
and television—the company has a substantial 
stake in the small appliance field and recently 
set up a-division in the company. employing 
approximately 150 people, occupying approxi- 
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mately 180,000 square feet of manufacturing 
and warehousing space, and with total sales 
in excess of $4 million. The company pio- 
neered the development of the portable 
humidifier having produced these since the 
early 1930’s and is the largest producer of 
these products in Canada. Other products in 
the small appliance category include 
dehumidifiers, fans and air conditioners. All 
of these products incorporate an electric 
motor many of which are produced in our 
motor plant which also produces sub-fraction- 
al horsepower motors for other industrial 
applications and for the automobile industry. 
The economic well being of our appliance 
operation, therefore, is most important 
because it is so closely tied to other important 
areas in the company. In an appendix to this 
brief, we report our position product by prod- 
uct together with our assessment of the 
Canadian and export market. 


Machinery Classification—Tariff item 42700-1 


This tariff item is a classification covering 
machinery. By far the greater dollar value of 
the equipment imported under this classifica- 
tion would be in the heavy goods area and 
used for production purposes. Some years 
ago, small electrical appliances were grouped 
with the machinery category although from a 
manufacturing, marketing and end use point 
of view these products are very dissimilar. 


Industrial equipment is generally engi- 
neered, manufactured and sold on a job shop 
basis with a comparatively small number of 
units involved. Home comfort appliances, on 
the other hand, are manufactured on a mass 
production basis and marketed accordingly as 
a consumer item. 


This classification replaces a number of 
classifications in the machinery category in 
effect prior to January 2, 1968 and which 
were primarily set up to separate machinery 
“Made in Canada” from machinery ‘Not 
Made In Canada” bearing duty rates of 224 
per cent and 74 per cent respectively. These 
sections were very difficult to administer and 
the new classification—number 42700-1—with 
one duty rate was established to eliminate 
these administrative problems. In so doing, 
the peculiar status of home comfort appli- 
ances seems to have been lost sight of. 


Objective of Kennedy Round GATT Nego- 
tiations 

The general approach that was taken in the 
Kennedy Round Negotiations was to reduce 
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tariffs on an orderly basis and in such a way 
as to minimize the negative impact on the 
various segments of the economy, and to per- 
mit a rationalization of production and mar- 
ket capabilities over a larger trading area. 


When we examine the manner in which 
home comfort appliances will be affected, 
however, we find because of the inconsistency 
by which these products are classified in the 
Canadian tariff structure, that the treatment 
accorded these products in Canada places 
them at a disadvantage when compared to the 
treatment given them in the U.S.A. As a piece 
of machinery, the reduction in duty on 
imports of home comfort appliances into 
Canada took effect on January 2, 1968, where- 
as similar products exported to the U.S.A. 
and which are given a separate classification 
will enjoy a tariff reduction spread over five 
annual steps. 


Moreover, home comfort appliances appear 
to be the only consumer products being given 
this peculiar treatment. On stoves and toast- 
ers (tariff item 44300-1), food mixers (tariff 
item 44524-1), furniture (tariff item 51901-1), 
radio and television (tariff item 44533-1), the 
duty reductions for imports into Canada are 
in five annual steps. Even electric motors 
(tariff item 44516-1) are treated in this man- 
ner but a product such as a fan which is 
chiefly an electric motor is classified as a 
piece of machinery which faces the one step 
reduction effective January 2, 1968. 


Moreover, under the new rules with respect 
to administration of tariff item 42700-1, there 
is a provision for refund of duty paid on 
products imported under this tariff item when 
not available in Canada. There is a risk that 
the production of some products now made in 
Canada may be discontinued in favour of 
importing because of these new conditions. 


Recommendations 


We believe it is important that the home 
comfort appliances be treated as appliances 
and not as machinery. The principle of grad- 
ually scaling down the duty applicable on 
imports should apply on these products as 
they do on most other consumer goods. This 
will permit an orderly adjustment to the new 
duty rates, and give the Canadian companies 
an opportunity to extend their market areas 
into the U.S.A. 


While we understand that the Kennedy 
Round Negotiations were carried on using 
import and export statistics by tariff clas- 
sification as a basis for negotiation and, there- 
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fore, the arrangements agreed to should not 
be nullified by changes in the product mix of 
classifications, we would assume that some 
provision has been made to permit correc- 
tions of errors which became apparent from 
time to time. The GATT Agreement should 
not interfere with normal administrative 
action of which the maintenance of proper 
tariff classifications would be a part. How it 
happens that home comfort appliances are 
classified as machinery, we are not able to 
determine. We do maintain, however, that 
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this is an incorrect classification for these 
products and our recommendation is that 
these products be given a separate classifica- 
tion which could be described as “Electro- 
Mechanical Domestic Appliances with self 
contained electric motors”. Particular appli- 
ances could then be listed or segregated there- 
under as desirable or practical for Customs 
administration. 


Yours very truly, 


D.S. Sykes 
Executive Vice-President 
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APPENDIX TO THE BRIEF 
OF ELECTROHOME LTD. 


Summary of Marketing Conditions—Home 
Comfort Appliances 


The following summary is a digest of the 
market position that home comfort applances 
occupy in the North American market and 
has been prepared from the point of view of 
a Canadian company which enjoys an impor- 
tant segment of the total volume of sales of 
the products in this general category in 
Canada. 


While it might be assumed that home com- 
fort products have acceptance in the market- 
place over large geographical areas in North 
America, we have found from experience that 
these products sell on a much more regional 
basis than might be suspected. For example, 
humidifiers sell more readily in very cold 
parts of Canada such as the Montreal area 
and the mid-West; dehumidifiers in Southern 
Ontario and the Northeastern part of the 
United States; and air conditioners sell more 
readily in the Southern climates and areas 
subject to long periods of hot weather. Fans 
have a tendency to sell more readily in areas 
where air conditioners are not required, in 
the more northerly part of the hemisphere. 


To outline our position product by product, 
we would like to report the following: 


(1) Humidifiers—We probably have done 
more to develop the portable humidifier 
than any other company on the North 
American continent. It is a device which 
is ideally suited to our climate. We have 
been producing these products since the 
early 1930’s and we are the largest pro- 
ducer of these products in Canada. This 
product is now being introduced in the 
United States market on a small scale 
and because of our background we 
believe we have an excellent opportunity 
to produce these items for the U.S. mar- 
ket. While we have no estimate of the 
number of humidifiers built in the United 
States, we believe the number to be com- 
paratively small at the present time but 
this market is growing. 

Dehumidifiers—This product has wide 
acceptance over a comparatively small 
geographical area in the United States 
and Canada. It sells well in areas of high 


(2) 


humidity and reasonably high tempera- 
tures such as Southwestern Ontario and 
in the Northeastern part of the United 
States. It does not sell to the same extent 
in the mid-Western states because humid- 
ity is not high during summer months 
and in the Southern states air condition- 
ers take the place of dehumidifiers. We 
estimate the total volume in the United 
States at about 160,000 units per annum. 
Last year, Canadian volume was estimat- 
ed at 28,000 and Electrohme manufac- 
tured and sold 9,500 units. We believe we 
are the largest dehumidifier manufacturer 
in Canada. 


(3) Air Conditioners—We do not manufac- 
ture our own air conditioners because of 
the volume involved. We obtain our 
requirements on a contract basis from the 
Keeprite Manufacturing Company in 
Brantford which manufactures other lines 
as well as our own. We believe this is in 
line with a rationalization that has to 
take place in this product because of the 
nature of the market and the extent to 
which the product has already been de- 
veloped in the United States. We believe 
we have about 10 per cent of the Cana- 
dian market. 


(4) Fans—While this item was at one time a 
very significant item with Electrohome, it 
is gradually being replaced in the home 
comfort field by air conditioners and 
dehumidifiers. It still fills a need, howev- 
er, particularly in the Canadian climate 
where we have hot weather of short 
duration and more costly equipment is 
not justified, such as air conditioners or 
dehumidifiers. Electrohome has a reason- 
able share of the Canadian production 
but imports in this category from the 
United States and other countries are 
heavy. 


To sum up, therefore, we believe that 
Canadian companies in general and Elec- 
trohome in particular are very well equipped 
and suited to manufacture these products 
because of know-how, climate conditions, etc. 


It is, therefore, important that the tariff 
arrangements be compatible with the 
situation. 
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APPENDIX X 
DEPARTMENT OF TRADE AND COMMERCE 


Ottawa 4, February 6, 1968. 


Miss D. F. Ballantine, 

Clerk of the Standing 

Committee on Finance, Trade and 
Economic Affairs, — 

House of Commons, 

Ottawa, Ontario. 


Dear Miss Ballantine: 


At the meeting of the Committee. on Janu- 
ary 23rd, there was some discussion arising 
from a question by Mr. Clermont, about Unit- 
ed States rates of duty applicable to hard- 
wood flooring for railway cars. 


Since this meeting, we have been examin- 
ing United States tariff rulings to determine 
precisely the classification under which this 
material.is dutiable on entry into the United 
States, and have been in touch with the 
Canadian exporter concerned. 


From this review it would appear that a 
recent United States Customs Court decision 
is relevant. In this decision the Court ruled 


that “a product known as “Doweloc” consist- 
ing of tongue and grooved maple strips 10 
feet or more in length, laminated together to 
form a piece one foot in width, in which holes 
are drilled laterally through the joined pieces 
with steel spiral dowels being rammed into 
the holes” should be dutiable under United 
States tariff item 202.58 as hardwood flooring 
planks at a rate of 3 per cent advalorem. This 
rate is due to be eliminated as a Kennedy 
Round concession. This is a reversal of 
previous United States Customs practice 
under which this product was dutiable under 
item 202.60 at a current rate of 15 per cent. 
We understand that the United-States Bureau 
of Customs will not appeal this decision by 
the Court. From our discussions with the 
Canadian exporter, it would appear that the 
material to which Mr. Clermont referred is 
included in the description noted above. 


Yours sincerely, 


T. M. Burns, 
Director, Section IT, 
Office of Trade Relations. 


APPENDIX Y 


Department of Industry, 
Industrial Policy Adviser, 
Place de Ville, 

21st Floor, 112 Kent Street, 
Ottawa 4, Ontario. 


January 24, 1968. 


John Gilbert, M. P., 
House of Commons, 
Ottawa. 


Dear Mr. Gilbert, 


During the hearings of the Standing Com- 
mittee on Finance, Trade and Economic 
Affairs, on January 18th, at which I appeared 
as a witness, you asked whether a Canadian 
subsidiary of a U.S. company would be 
eligible for assistance under the Adjustment 


Assistance Provisions of the U.S. Trade Ex- 
pansion Act of 1962 (Page 346, Minutes of 
Proceedings and Evidence, January 18th). 


In my reply, I indicated that I did not think 
a Canadian subsidiary would be eligible for 
assistance under the U.S. Program. I can now 
confirm that answer. Under the U.S. program 
assistance would only be made available 
within the United States and the Common- 
wealth of Puerto Rico. 


Yours sincerely, 
H. Hume Wright. 


c.c. Mr. Herb Gray, M.-P., 
Chairman, Standing Committee 
on Finance Trade and Economic 
Affairs. 
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APPENDIX Z 


DEPUTY MINISTER OF NATIONAL 
REVENUE 


CUSTOMS AND EXCISE 
CONNAUGHT BUILDING, OTTAWA 2, 
ONTARIO 


February 5, 1968. 


Mr. H. E. Gray, M. P., 

Chairman, 

Standing Committee on Finance, 
Trade and Economic Affairs, 

House of Commons, 

Ottawa, Ontario. 


Dear Mr. Gray: 


The following is an answer to the question 
asked by the Honourable Marcel Lambert, 
M.P., on February 1, 1968, concerning tariff 
item 42700-1 and the matter of the incidence 
of the sales and excise taxes. 


There is no provision for remission of the 
sales and excise taxes. Therefore, remission 
of duty under the relevant Order in Council 
will not take into account an aliquot portion 
of tax or taxes paid. 


When goods are imported under taxable 
conditions, the value for tax is the “duty paid 
value”, as defined in Sections 22(1) (a) and 
29(1)(a) of the Excise Tax Act. Regardless of 


whether remission is granted prior to impor- 
tation of the goods or after, the duty paid 
value, which will include the Customs duty 
normally payable, the duty paid value, which 
will include the Customs duty normally paya- 
ble, will be shown on each Customs entry 
covering goods admissible under tariff item 
42700-1. The amount of duty remitted will be 
shown separately and deducted from the duty 
normally payable. It is not deductible from 
the duty paid value on which the tax or taxes 
apply. 


When goods are imported by a licensed 
wholesaler or a licensed manufacturer, sales 
tax exempt, and subsequently resold by him 
under taxable conditions, the tax is payable 
on resale of the goods at the applicable rate, 
based on the duty paid value as shown on the 
Customs entry covering the importation of 
the goods. 


I am enclosing an English copy of Memo- 
randum D46-20, dated 23rd January 1968, 
which deals with the duty and remission. 
French copies will be available shortly. 


Also enclosed are English and French 
copies of Bulletin 49, dated 5th January 1968, 
dealing with the application of the sales and 
excise taxes. 


Yours truly, 
Raymond C. Labarge. 
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DEPARTMENT OF NATIONAL REVENUE MEMORANDUM D46-20 
CUSTOMS AND EXCISE 


Ottawa, 23rd January 1968 


MACHINERY PROGRAM — TARIFF (TEM 42700-1 


| 1. Attention is drawn to Memorandum D47-471, 6th November 1967, and tariff item 42700-1, reading: 


British Most- 
Prefer- Favoured- 
ential Nation General 


Tariff Tariff Tariff 


““Machines, n.o.p., and accessories, attachments, control equipment 
and tools for use therewith; parts of the foregoing ...............:0.0005 2300. IS p.e SR Oe cA, 


Except that in the case of the importation into Canada of any goods 
enumerated in this item, the Governor in Council on the recommen- 
dation of the Minister of Industry may, whenever he considers that 
it is in the public interest and that the goods are not available from 
production in Canada, remit the duty specified in this item appli- 
cable to the goods, and subsections (2), (3), (4), (5) and (8) of 
section 22 of the Financial Administration Act apply in the case of 
a.remission granted under this provision.” 


2. This tariff item applies to goods imported or taken out of warehouse for consumption on or after Ist 
January 1968. 


Administration 


3. Administration of this item, with respect to tariff classification, is the responsibility of the Department 
_ of National Revenue. 


4. The provision for remission in the item will be administered by the Department of Industry. To imple- 
ment the program, a Machinery and Equipment Advisory Board has been established under the Department 
of Industry Act. The Board will consider applications for remission of duty applicable under tariff item 
42700-1. Application forms, together with pamphlets outlining the conditions under which applications 
will be considered, as published by the Department of Industry, are available from Collectors of Customs 
and Excise. 


5. When an application for remission of duty is approved, the original application will be returned to the 
applicant with the appropriate Order in Council number shown thereon. This Order in Council number will 
require to be quoted on all relevant Customs entries or on refund claims, as applicable. It is understood 
that remission of duty will not be recommended on the first $500.00 of value included in any one application. 


6. All entries pertaining to remissions under the provisions of tariff item 42700-1 are to be prepared in 
accordance with the principles illustrated in the Appendices to this memorandum. In each example, it is 
assumed that the approved application covers the importation of five machines, each valued at $300.00, 
for a total value of $1,500.00. 


Appendix A covers the situation where all the machines are included in one importation, duty being 
remitted on $1,000.00 of the total value. 


Appendix B relates to the situation where only a portion of the goods covered by the authorization is 
imported on the first entry but the total value of the entry is over $500.00. The second entry in Appendix 
B shows the manner in which subsequent entries under the same Order in Council should be prepared. 
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Appendix C has regard for the case where the importer wishes to pay full duty on the first $500.00 of 
value at the time of the first entry under the relevant Order in Council, but the actual value of the goods 
is less than $500.00. Ic will be noted that the duty in excess of the amount actually applicable to the 


value entered is referred to as a ‘‘duty deposit’. Entries Nos. 2, 3 and 4 in this Apperdix indicate the | 


manner in which entries for the remaining machines covered by the application are to be prepared, 


Appendix D shows the manner of preparing entries in the case of an importer who wishes to pay only the 
amount of duty applicable on the goods covered by the particular entry. In this example, there is no 
remission on the first entry, a partial remission only on the second entry and a full remission on the 
third entry. 


7. It is essential that, whatever method of implementing remission is preferred, every entry shall make 
referenc2 to the appropriate Order in Council, whether or not full duty, or any duty, is paid at time 
of entry. 


8. The original, or photo copy, of the approved application requires to be submitted with each 
remission entry. 


9. The provisions of section 43 of the Customs Act will apply (see Memorandum D45). 


10. Guidelines for Tariff Classification 


The following comments are intended only to illustrate departmental administrative policy, and to assist — 
in the classification of goods under tariff item 42700-1. They are not to be regarded as legal interpre- | 


tations binding on the Department nor on importers: 


(a) ““machines’’, In deciding whether or not an article is a machine, consideration should be given to 
the Tariff Board’s definition in Appeals 560 and 607, as follows: 


€ 


does work through the production, modification or transmission of force and motion’’. 


A machine usually has one base, rather than a series of bases. The Department holds that a transfer 


‘a machine is comprised of a more or less complex combination of moving and stationary parts and — 


line, such as is found in automotive plants, for example, is not one machine. It is deemed to consist of © 


a series of individual components, some of which are machines, but each component is classifiable in 
its own right, even though they may be linked together mechanically, hydraulically or electrically. 


Articles such as aerial ropeways, gondola lifts or ski lifts are considered not to be machines but are 
in the nature of systems comprising machines and other articles which may or may not be mechanical. | 


Generally speaking, passive articles are considered not to be machines, even though they may be some- | 


what complex and incorporate parts which remain stationary, and other parts which may be moved. An 
adjustable form or mould is an example. 


€ 


(b) ‘‘n.o.p.’’. By virtue of the | 
or by use, are classifiable under this item. Machines which are provided for by name in tariff items other 
than 42700-1 continue to be classified under those items. Further, where machines for a particular end- 


use, such as mining, quarrying, metallurgy, logging, sawmill, oil well, etc., are provided for in a tariff | 
item, they will continue to be classified under the end-use provision, even though they would otherwise — 


fall under tariff item 42700-1. 


té ° ° ° . 
(c). ‘accessories, attachments’’. Generally speaking, these terms are synonymous. While not essential 
to the operation of the machine, accessories are usually designed to improve the operation of the 


machine, or for the comfort of its operator. Machine attachments are generally designed for use on 


particular machines, and may enable the machines to perform additional specialized functions. To be 


classified under tariff item 42700-1, accessories or attachments must be mounted on the machines 


when in use. 
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(d) ‘‘contrel equipment’. 


(i) This term is interpreted as covering all articles, whether mechanical, electrical, or non- 
mechanical, which serve to start, control the operations of, or stop, a machine, i.e., the equipment 
which gives commands to the machine. It does not include the driving mechanism of a machine, nor 
the source of power, nor, in the case of numerical control of a machine, the tape preparation equip- 
ment, card punching equipment and the like. 


(ii) Control equipment tells the machine what to do. It gives the commands. 
(iii) Control equipment must be for use with a ‘machine, n.o.p.’’, as provided for in tariff item 42700-1. 


(iv) Location has no bearing. Control equipment may be in a machine, on amachine, beside a machine, 
in a different room, on adifferent floor, or in a different building. 


(v) Control equipment may be of different kinds. For example, it may be electrical, clectronic, 
pneumatic, mechanical, or hand-operated. 


(vi) Examples of articles which may fall into the category of control] equipment, depending on appli- 
cation, include: control panels (electric or hydraulic), speed controls, governors, electric switches 


(hand-activated or automatic), voltage regulators, circuit breakers, overload devices, valves, protective 
or safety devices. 


(vii) Control equipment does not do the work — the machine does the work. An electric motor which 
drives a machine is not control equipment. It merely obeys commands, it does not give them. 


(e) ‘‘tools’’. Tools for use in the ‘‘machines, n.o.p.’’ or for use in the attachments or accessories are 
classified under this provision. Tool holders imported with the tools mounted in them are classified as 
‘‘tools’’. Tools may be of any material, e.g., metal, tungsten carbide, ceramic, etc. Hand tools are excluded. 


é ° ° . f e 
(f) “‘for use therewith’’.:In relation to the accessories, attachments, control equipment and tools, this 
provision means that they must be for use with a ‘‘machine, n.o.p.’’. 


(g) ‘‘parts of the foregoing’. Generally speaking, to be considered a ‘‘part’’, the imported article should 
be for mounting directly on or for incorporation into the equipment provided for in the tarifficem. Assemblies 
of parts are also ‘“‘parts’’. Parts which are provided for by name elsewhere in the Customs Tariff are not 
to be classified under the provision for ‘‘parts’’ for ‘‘machines, n.o.p.’’. However, parts which are provided 
for by name elsewhere in the Customs Tariff may be classified under the provision for “‘parts’’ for the 
accessories, attachments, control equipment and tools, if the naming item is qualified by ‘‘n.o.p.’’. 


(h) Separately located electric motors or engines are not admissible under tariff item 42700-1. 
(i) Ie will be noted that the following former tariff itemshave been deleted from the Customs Tariff: 


42200-1, 42205-1, 42701-1, 42701-2, 42702-1, 42703-1, 42704-1, 42705-1, 42706-1, 42707-1, 42708-1, 42711-1, 
42720-1, 42735-1, 42750-1, 42753-1, 44636-1, 44637-1, 46105-1, (in part). 
Generally speaking, articles previously classified under these former tariff items may be expected to fall 
under tariff item 42700-1. In addition, this item may attract certain electrical components, and goods 
previously classified according to material or nature, e.g., certain machines other than of tron or steel. 


(j) It should be noted that tariff item 42700-1 contains no ‘‘made in Canada’’ qualification. 


phe ey 
Raymond C. Labarge, 
Deputy Minister of National Revenue, 
Customs and Excise. 


Memorandum D46-20, 15 Dec G7, is superseded. 


ROGER DUHAMEL, F.R.S.C. J 
23 Jan 68 QUEEN'S PRINTER AND CONTROLLER OF STATIONERY 
OTTAWA, 1968. 
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DEPARTMENT OF NATIONAL REVENUE BULLETIN 49 
EXGISE 


Ottawa, Sth January 1968 


MACHINERY PROGRAM -— TARIFF ITEM 42700-1 
APPLICATION OF SALES AND EXCISE TAXES 


Attention is drawn to Memorandum D46-20, 15th December 1967, Memorandum 147-471, 6th 
November 1967, and tariff item 42700-1, which reads as follows: 


Brittsh Most- 
Prefer- Fe avoured- 
ential Nation General 
Tariff Tariff Tarttt 
‘‘Machines, n.o.p., and accessories, attachments, control equipment 
and tools for use therewith; parts of the foregoing... (ee. M2. BS op. c, Dm pic. 


Except that in the case of the importation into Canada of any 
goods enumerated in this item, the Governor in Counct] on the 
recommendation of the Minister of Industry may, whenever he 
considers that it is in the public interest and that the goods are 
not available from production in Canada, remit the duty specified 
in this item applicable to the goods, and subsections (2), (43), 
(4), (5) and (8) of section 22 of the Financial Administration Act 
apply in the case of a remission granted under this proviston.’’ 


Tariff items replaced by 42700-1 are as follows: 


42200-1, 42205-1, 42701-1, 42701-2, 42702-1, 42703-1, 42704-1, 42705-1, 42706-1, 42707-1, 
42708-1, 42711-1, 42720-1, 42735-1, 42750-1, 42753-1, 44636-1, 44637-1 


Note: Tariff item 42700-1 will also attract some control equipment, formerly dutiable under 
44524-1, as well as non-mechanical accessories and attachments. formerly classified under 
44603-1, when these are for use with machines. 


The following is an extract from information release issued by the Department of Industry, 14th 
December 1967: 


“The Minister of Industry will consider applications for remission, subject to the following 
conditions: 


(1) Applications must be made on Department of Industry form D1-2009, ‘‘Application for 
Remission of Duty on Imports under Tariff Item 42700-1’’, and will be accepted before or 
noc later than 90 days after date of Customs clearance. 


(11) Applications by other than users of machinery must include assurances which are satis- 
factory to the Minister that remission of duty, if granted, will be reflected in prices to users. 


(111) Remission of duty will not be recommended on the first five hundred dollars ($500) of value 
for duty on machinery covered by any one application’’. 


While provision is made effective lst January 1968; for remission of duty specified in the tariff 
item applicable to the yoods under the conditions outlined, there is no provision for remission of the 
sales and excise taxes. The sales tax, and the excise tax where applicable, are payable on the goods 
imported under the item computed on the ‘‘duty paid value’, as defined by Sections 22.(1)(a) and 
29.(1)(a) of the Excise Tax Act, except when the goods are imported under conditions and certificate 
warranting exemption. 


(Over). 
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When goods are imported under taxable conditions, the value for tax is the duty paid value shown 
on the entry. The duty paid value so shown will include the full amount of duty normally payable and 
the amount of duty remitted under the relevant Order in Council is not deductible from the duty paid 


value when computing the tax or taxes payable, even though any duty remitted will be shown separately 
on the entry. 


When goods are imported by a licensed wholesaler or a licensed manufacturer sales tax exempt, 
and subsequently sold by him under taxable conditions, the tax will be payable at the applicable rate 
based on the duty paid value as shown on the Customs entry before deduction of any remission of duty. 


GK Aint 


G.L. Bennett, 
Assistant Deputy Minister of National Revenue, 
Excise. 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, February 7, 1968. 
(32) 


The Standing Committee on Finance, Trade and Economic Affairs met at 
3.50 p.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Cantin, Clermont, Gilbert, Gray, Hales, Hees, 
Irvine, Latulippe, Lind, Macdonald (Rosedale), Noél—(11). 


In attendance: The Honourable C. M. Drury, Minister of Industry. From 
the Department of Industry: Messrs. J. J. McKennirey, Director, Machinery 
Branch; H. H. Wright, Industrial Policy Advisor; L. F. Drahotsky, Chief, In- 
dustrial Policy Division. 


The Minister made a statement on the machinery programme and was 
questioned. He was assisted by Mr. McKennirey in answering questions. 


At the conclusion of the questioning, the Chairman thanked the Minister 
and the officials, who withdrew. 


In accordance with the decision of January 18, 1968, a reply from the 
Department of Manpower and Immigration to a question raised at the meeting 
of January 18, is attached hereto as Appendix AA. 


The Committee agreed to include as an appendix a telegram to the Chair- 
man from the Canadian Machine Tool Distributors Association. (See Appendix 
BBods 

At 5.45 p.m. the Committee adjourned to 11.00 a.m., Thursday, February 8, 
1968. 


Dorothy F. Ballantine, 
Clerk of the Committee. 
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The Chairman: Gentlemen, I think we can 
begin our meeting, on an unofficial basis for 
the moment. Our witness this afternoon is the 
Hon. C. M. Drury, Minister of Industry. I 
invite the Minister to present his opening 
remarks immediately and then we will pro- 
ceed to discussion. 


The Hon. C. M. Drury (Minister of Indus- 
try: Mr. Chairman, at the outset I would like 
to thank you and the members of the Com- 
mittee for having us come here to discuss the 
Machinery Program as envisaged under Tariff 
Item 42700-1. 

I welcome the opportunity to present my 
views on this particular program which I con- 
sider to be of major significance as a means of 
encouraging the development of efficient 
Canadian manufacturing industry. 

I would also like to take the opportunity, 
Mr. Chairman, to join my colleagues, Mr. 
Sharp and Mr. Winters, in expressing my 
appreciation of the work which this Commit- 
tee has been doing. It certainly will be of 
great assistance to Parliament and is provid- 
ing an effective forum for examination of the 
tariff resolutions related to the Kennedy 
Round. 
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Turning to Tariff Item 42700-1, I would not 
propose to take up the time of this Committee 
by repeating the presentation I made to the 
House of Commons on December last 12 at 
which time I explained why the government 
was proposing the program and how it would 
be administered. Instead, I would like to 
speak particularly to those aspects of the sub- 
ject which appear from the evidence to be of 
special interest to the Committee. 

A single tariff item, that is, 42700-1, is 
being proposed for all machinery falling 
under the general heading “machines, not 
otherwise provided for’. The rates are 25 per 


cent British Preference; 15 per cent Most Fa- 
voured Nation. This new item replaces 18 
previous items for machinery, the most 
important of which had included class or kind 
distinctions which have been a source of 
difficulty and uncertainty for manufacturers 
and users of machinery for many years. 

With the introduction of this new single 
item at rates of 24 per cent BP and 15 per 
cent MEN, if nothing else were done, Canadi- 
an industry requiring machinery not available 
from Canadian production would be paying 
customs duties largely at 15 per cent with 
obvious adverse consequences to their costs. 
It seemed sensible, in the national interest of 
improving the competitive position of Canadi- 
an industry, to make provision for remission 
of duty in such cases. This we have done. 
Moreover, since the effect of such a policy 
would be to reduce the average incidence of 
duty on imported machinery, we were able to 
get credit for it from our trading partners. 

Remission of duty is provided for in Tariff 
Item 42700-1, in the following terms: 

The Governor in Council on the recom- 
mendation of the Minister of Industry 
may, whenever he considers that it is in 
the public interest and that the goods are 
not available from production in Canada, 
remit the duty specified. 


Two tests are proposed as a basis for deter- 
mining when remission of duty should be 
granted. The first is that the imported machi- 
nery is not available from production in 
Canada. This is a matter which requires 
examination on a case by case basis and, in 
my judgment, can be most effectively dealt 
with as a practical matter of fact and indus- 
trial experience, rather than by law and 
juridical procedures. 

The second test for granting remission is 
that it must be in the public interest. 

IT understand that interest has been 
expressed in this Committee on the signifi- 
cance of this clause. Basically, its purpose is 
quite simple. It recognizes the government’s 
overriding responsibility to administer this 
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provision for tariff relief in a manner that is 
compatible with the basic reason for remit- 
ting duty, namely, to help the country by 
assisting Canadian industry to become more 
competitive. In this connection, I should 
recall for the Committee that section 22 of the 
Financial Administration Act which is the 
basic provision in our financial legislation for 
remitting taxes, fees, duties, and the like, by 
Order in Council, is itself based on a single 
test, namely, the public interest. 

In the typical case, the two tests of availa- 
bility and public interest would be comple- 
mentary; that is, it would normally be advan- 
tageous to reduce production costs in Canada 
by remitting duty on machinery not available 
from Canadian production. 

I appreciate the concern which has been 
expressed during this Committee’s proceed- 
ings in respect of the “public interest” test. 
No one, I think, would wish to argue that the 
public interest is not a fundamental require- 
ment of any government measure. Moreover, 
as a member of this Committee has aptly 
noted. 

its application is one that is ultimately 
decided by people who can be held politi- 
cally responsible for it. 


However, the question remains as to whether 
the specific reference to this criterion could 
lead to inconsistent or arbitrary treatment in 
certain cases. 

I do not believe that there is any danger in 
this respect, not only because the government 
can be held politically accountable for its 
actions, but also because of the methods and 
procedures to be followed for dealing with 
applications for remission. As I have stated 
earlier, remission of duty will be regarded as 
being in the public interest in the typical 
case, provided the imported machinery is not 
available from Canadian production. All 
interested parties have been so advised in a 
widely distributed official information bulle- 
tin. The Order in Council establishing the 
terms of reference for the Machinery and 
Equipment Advisory Board makes this crystal 
clear. Given these facts, and having in mind 
that the government will have granted remis- 
sions in thousands of cases where imported 
machinery is unavailable from Canadian pro- 
duction, it would need to have a very good 
reason, and a convincing one, should it decide 
to single out a particular applicant for denial 
of remission on the grounds of public interest. 
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In my judgment, this consideration would 
govern from day to day, and from month to 
month, no matter who may be the Minister, 
or the government in office. 


I do not expect that many situations will 
arise where the government will consider it 
necessary to deny remission on the grounds of 
public interest. If they do arise, I believe it is 
both the duty and the right of government to 
take such a stand for good and justifiable 
reasons which it is prepared to expose to 
public view. 


I think it is useful to note that the Industri- 
al Research and Development Incentives Act, 
which was passed last year, requires that the 
applicant for a grant must satisfy the Minis- 
ter of Industry that the research and develop- 
ment involved is likely to result in benefit to 
Canada. Inclusion of this criterion was fully 
endorsed during the discussion of the bill by 
the Standing Committee on Industry, Re- 
search and Energy Development, and in 
subsequent debate in the House. 
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At this point, Mr. Chairman, I would like 
to deal with the functions of the two boards 
that will assist in implementing the Machi- 
nery Program, namely, the Machinery and 
Equipment Advisory Board, and the Machi- 
nery and Equipment Review Board. 

The Advisory Board has been established 
by Order in Council pursuant to section 15 of 
the Department of Industry Act and its mem- 
bership and terms of reference are known to 
this Committee. As its title indicates, it is not 
an administrative or regulatory body. Its 
function is to advise the Minister of Industry 
which imported machinery is eligible for 
remission in accordance with the directive set 
out in the Order in Council. The Board is 


being assisted by the specialized branches. of, 


the Department of Industry who carry out all 
the detailed scrutiny and analysis required by 
the Board. 

The Chairman of the Advisory Board will 
be a man who has had extensive experience 
in trade and customs matters. He and the 
other members of the Board are persons who, 
because of their experience and position, are 
eminently qualified to advise the Minister in 
respect of remissions under the Machinery 
Program. 

As the Committee will have noted from the 
Advisory Board’s terms of reference, detailed 
instructions have not been set down in 


February 7, 1968 


respect of the public interest test. The guid- 
ance which has been provided on this point is 
that remission should normally be regarded 
as being in the public interest when the cri- 
terion of availability has been met but, and I 
quote 
There may be instances, however, where 
the Board finds that the policy or prac- 
tices of an applicant for remission are not 
consistent with the development of 
efficient Canadian industry. In _ these 
instances, the Board may advise the Min- 
ister that remission is not in the public 
- interest. 


It may well be that, on the basis of experi- 
ence, the Governor in Council may wish at a 
subsequent date to spell out rather more pre- 
cisely the considerations which it would wish 
the Board to take into account when render- 
ing its advice in respect of the public interest 
test. 

I do not think it would be useful at this 
point to cite hypothetical examples where 
remission of duty would not be granted on 
the grounds of public interest. Such examples 
might be taken to imply that the government 
has adopted precise positions in this respect 
when such, in fact, is not the case. I would be 
pleased, however, to try to answer any ques- 
tions on this matter which members of the 
Committee may wish to raise. 

I should explain to the Committee that in 
all cases where an applicant is denied a 
remission he will be so informed and, at the 
same time, will be told why his application 
has been turned down. At this stage, the 
applicant would be free to ask the Minister to 
have his case considered again and a Review 
Board would be set up for that purpose by 
the Governor in Council, pursuant to section 
15 of the Department of Industry Act. The 
Chairman will be selected because of the dis- 
interested vantage point which his experience 
and position in the community would enable 
him to take, and the two other members will 
be drawn from those sectors of industry that 
are important users and manufacturers of 
machinery. 

The terms of reference of a Review Board 
would be to review the basis on which the 
Machinery and Equipment Advisory Board 
had rendered its advice. The Review Board 
would be expected to examine-the facts and 
considerations of the case, including any new 
facts or considerations which may not have 
been available to the Advisory Board. It 
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would then prepare a report for the Minister. 
Such reports would, in the ordinary course of 
events, be made public unless the firm in 
question requests otherwise for reasons of 
commercial confidentiality. Except in the 
most unusual circumstances, the advice of the 
Review Board would be given effect. Should a 
case arise where the advice of the Review 
Board is not accepted, a full explanation 
would obviously be required. 
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I believe that the approach which is being 
proposed in respect of granting remissions 
under Tariff Item 42700-1 protects the rights 
of all interested parties and, at the same 
time, is quick, economical, and straightfor- 
ward. I appreciate that the approach is 
administrative in nature rather than juridical, 
and submit this is properly so because the 
considerations involved can be most effective- 
ly handled as a practical matter rather than a 
matter of law or regulation. 

Mr. Chairman, I commend the Machinery 
Program to this Committee as an important 
measure for encouraging the development of 
efficient Canadian industry by allowing users 
of machinery to acquire capital equipment at 
the lowest possible cost and, at the same 
time, enabling machinery producers to derive 
maximum incentive and encouragement from 
the tariff which will now apply, with a great- 
er measure of certainty, to the products they 
manufacture. 


Thank you, Mr. Chairman. 


The Chairman: Thank you, Mr. Drury. I 
note for the record that we have been in the 
position to proceed officially for some minutes 
now, and I would like to take care of two 
procedural matters. 

First, I have an answer to a question asked 
by a member of the Committee when D. R. 
Campbell, Acting Director of the Planning 
and Evaluation Branch of the Department of 
Manpower, appeared before us, indicating 
that his study of the United States Trade 
Expansion Act did not contain a provision for 
advance notice of layoffs either to govern- 
ment or to the workers in the United States. 
Of course, in line with the policy we adopted 
earlier, ..this....will..;,be.. printed. ..in., ,our 
Proceedings. 

Second, I have circulated to members a 
copy of a telegram I received dated February 
5 from the Canadian Machine Tool Distribu- 
tors’ Association supporting the government’s 
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Machinery Program and I ask whether the 
Committee consents to having this printed in 
our Proceedings? 


Some hon. Members: Agreed. 


The Chairman: Now we will proceed to 
questions and exchanges of comments with 
the Minister. Those interested in taking part 
will signify in the usual way. I already have 
Mr. Hees on my list and I also recognize Mr. 
Clermont and Mr. Hales. We can add other 
names as we go along. Mr. Hees? 


Mr. Hees: Thank you, Mr. Chairman. When 
the Minister was outlining the program, he 
mentioned a certain type of occasion when a 
remission of duty is not granted even though 
the machine in question is not made in Cana- 
da, and I am rather interested in the kind of 
circumstance that would make it possible. 
Would the Minister elaborate a little on that? 


I think this was described as a case where 
the members of the Machinery Advisory 
Board would consider that it was not in the 
best interests of Canada, or something to that 
effect. What kind of situation would that be? 


Mr. Drury: Mr. Chairman, this is rather 
difficult to spell out. As I tried to make clear 
in my statement, this qualification that the 
remission shall be in the public interest is a 
rather positive approach contained in almost 
every public statute of this country, and it 
seems to be almost an expression of the obvi- 
ous to say that the Board must act in the 
public interest. 

It is difficult to conceive a circumstance in 
which an application would be put forward 
by a man who was not acting in the public 
interest, but if he were not acting in the 
public interest—and I find it hard to define 
these circumstances because, as perhaps the 
Committee will recognize, they very rarely 
arise—I would expect that the mere fact of 
availability would not in the face of being 
against the public interest, that remission 
would be allowed. 


Mr. Hees: I would like to ask a question or 
two regarding dumping regulations and I 
know that this is more applicable to the Min- 
ister of Finance. Unfortunately the Minister 
of Finance came on the very first day, I 
believe, and gave his views on various mat- 
ters, but the question of anti-dumping and 
the difficulties connected with the new 
proposed GATT anti-dumping provision had 
not come up at that time. 
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It has come up a number of times since 
when various presentations were made to us 
by industrial associations, producers, and so 
on. Therefore, I would like to ask these ques- 
tions of the Minister of Industry even though 
he is not so closely connected with dumping, 
because I am sure that as head of a Depart- 
ment concerned with the protection of indus- 
try and geared to help industry progress in 
this country, he will be familiar with the 
anti-dumping regulations. 


First of all, one thing that bothers me is the 
provision as I understand it—and I would 
like to be corrected if I am wrong—that any- 
body who wishes to export into this country 
is allowed one free dump. That is the expres- 
sion that has been used on a number of occa- 
sions. As I take it, and again I hope I am 
wrong, it means that once these new regula- 
tions come into effect if somebody wants to 
sell goods in Canada they can bring in a 
shipment and there is no limit to how big 
that shipment could be, and are allowed to 
bring it in and sell it and, as I understand it, 
there is nothing to stop them from doing this. 
The thing that worries me, having been a 
businessman and a producer in the very sen- 
sitive field, of textiles for some 20 years, is 
that I know how serious dumping can be, 
even under the old regulations. I also know 
that a producer could bring in—especially an 
American producer if production is very lar- 
ge—a very large shipment at a dump price 
and if he were to sell it he could put a whole 
industry out of business before he could be 
stopped. 


From practical experience I know there is a 
great tendency on the part of Americans in 
particular, and others, to dump in this country 
if they can. It is well known in the textile 
industry—we were up against this consistently 
when I was in business—that the really big 
producers in the United States make tremen- 
dous runs of textile goods. They cannot afford 
to run out of a line of goods before the end of 
the selling season so they deliberately over- 
run by 5 to 10 per cent to make sure they do 
not have to start up their machinery again 
—which is a very costly procedure—to fill 
orders which they guaranteed their customers 
would be filled if they had a good selling 
season. What they did in those days—and it 
was very hard to stop them—was to have 5 to 
10 per cent overrun and then they would 
make one small sale to someone who would 
guarantee to keep the goods off the regular 
market and not upset the selling pattern and 
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then use that invoice as a fair market value 
and dump the goods in Canada. This was 
extremely upsetting to the Canadian textile 
market because our market is so much 
smaller. 

Can the Minister give us any information 
about this first free dump which the people 
who have come here have spoken about and 
expressed great concern over? 


Mr. Drury: Frankly, I do not know. The 
new legislation has not been enacted. 


Mr. Hees: No, but it is being discussed. 


Mr. Drury: It is being discussed. I would 
suggest—one should really enquire of the De- 
partment of National Revenue—it is not a 
case of allowing one free dump. In practice 
one’s interest is in establishing the back- 
ground. If this is not allowed or the consign- 
ment is held up at the border until such time 
as dump or non-dump can be established, this 
really would produce quite a serious barrier 
to the movement of goods. There would be no 
way of determining whether the complaint 
that was causing the hold-up was frivolous or 
real, and if there is to be no hold-up on the 
first basis the first time, it is rather difficult 
to go all the way back through the machinery 
and collect increased duties. I think it is real- 
ly for administrative reasons—when you say 
‘“allowed’’—that attempts are not made, even 
though theoretically and, I think, legally as 
well it is possible to go back to collect or 
impose duties retroactively. 
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Mr. Hees: Knowing how long it takes to get 
the wheels of any government—yjust “‘govern- 
ment” in general—in operation with regard to 
boards—I saw this when I was in business 
and from my experience both in government 
and in opposition—I think it could well take 
several months before you could get a hear- 
ing and before a decision is reached. During 
this time, as I see it, very large producers in 
the United States or in Japan could bring a 
very large initial shipment into this country 
and start selling it. As I understand it, it 
must then be proved, not just that the price 
at which these goods were sold hurt one 
manufacturer or producer, but that it caused 
—I think the expression is—general injury 
to the industry. 

From the time the goods arrive and start 
selling in outlets all over Canada—and they 
would start selling like hot cakes if they came 
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in at a very low price;—bargains would be 
advertised and housewives and others would 
flock to stores to buy them,—but until a hear- 
ing could be held before the appropriate 
board, and injury to the entire industry is 
demonstrated and a ruling brought down, the 
whole industry could literally be put out of 
business. I say this because I know the harm 
that was threatened by large shipments of 
Japanese goods, transistor radios, stainless 
steel flatware and canvas footwear, specifical- 
ly, and the pressure we had to bring to pre- 
vent them from coming in from Japan. If 
they had been allowed to enter Canada in the 
size of shipments they desired, whole indus- 
tries and communities would have been put 
out of business. 

As a practical businessman I am very wor- 
ried about this. It was suggested that the time 
to discuss this question would be when the 
draft legislation is presented. From past 
experience I know that will be too late. We 
all know—I am not blaming this government, 
it is the same with any government, it was 
with us—that once draft legislation has been 
prepared, from the Minister down those who 
prepared it feel that they have a vested inter- 
est in it, a pride of authorship, and for some 
reason they feel that if it is changed it is a 
criticism of them. 

My reason for putting these views forward 
to the officials here—and I hope these views 
also reach the proper officials in other depart- 
ments—is that these very real _ practical 
difficulties can be looked into now and I 
would hope something could be done to avoid 
these very real problems which, I am sure, 
will take place if something is not done 
before the legislation is introduced. 

Perhaps the Minister of Industry cannot 
give me the specific answers I want because 
it is not his department, but he is the only 
one that I can reach. I hope he will bring this 
up with his colleagues. 


Mr. Drury: I will be glad to see that your 
ideas are passed on. 

Do you have any concrete suggestions to 
make as to what should be done? 


Mr. Hees: I think the old system of fair 
market value in the home market was about 
as practical a method of dealing with this as 
possible. As I said earlier, there were ways 
by which they tried to get around it, especial- 
ly the American textile manufacturers, by 
selling at a knock-down price to one producer 
and then producing that invoice. The way we 
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would counteract them would be to prove 
that was not the general price at which that 
merchandise was sold. It was fairly easy—if 
you were a manufacturer and knew the coun- 
try—to find out from your contacts in the 
country of concern just what the general 
price was at which the goods were sold on 
the reguiar market during the year—this 
would involve end-of-season clear-outs—and 
you could stop it fairly easily in that way. 

Although that system was not perfect, I 
think it was much better than this new sys- 
tem where you have to prove injury to the 
whole industry. I think that is going to be a 
very lengthy procedure. After all, injury is 
really a matter of opinion. How badly do you 
have to injure an industry before it is consid- 
ered by the government to have been 
injured? It is a matter of judgment. I do not 
believe goods should be allowed to be sold in 
competition with Canadian goods at a price 
lower than the market price at which they 
were sold in the country of origin. It is about 
as simple a basis as you can arrive at, and 
although it is not perfect I think it is a lot 
easier than this new system. 
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We agreed—perhaps we had no choice but 
to agree—to the new GATT arrangement, but 
I know from practical experience that other 
countries devise very ingenious methods for 
stopping our goods going in when they are 
considered to be a serious threat to the goods 
of the country concerned. I am sure the Min- 
ister is also very familiar with them; import 
quotas, border taxes and all kinds of methods 
to slow down delivery of goods. I know the 
American Customs have been very adept in 
the past by simply taking a long time to clear 
shipments. By the time your shipment gets 
cleared, the selling season is over and your 
goods are dead. Perhaps we will have to 
devise some system of our own to protect 
Canadian manufacturers. 

I hope these matters will be seriously con- 
sidered by the government when this legisla- 
tion is being prepared. That is my reason for 
bringing it up today. That is all I have to say, 
Mr. Chairman. 


The Chairman: Mr. Clermont. 


[Translation | 

Mr. Clermont: Mr. Minister, you made a 
statement before the House of Commons on 
December 12 with regard to the program con- 
cerning machinery. 
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But before making this statement in the 
House of Commons, did your Department ask 
for comments from Canadian industries with 
regard to the machinery program? Was a 
Committee set up in this regard? 


Mr. Drury: A committee was set up by the 
Department of Industry. 


Mr. Clermont: The Department set up a 
committee? 


Mr. Drury: Yes. 


Mr. Clermont: Was it a committee in which 
Canadian industry would be able to have its 
views expressed with regard to item 42700-1. 


Mr. Drury: No, there was no formal com- 
mittee but there were talks with the 
representatives of several institutions. For 
instance, the Canadian Manufacturers’ Asso- 
ciation, which expressed its opinion and, if I 
recall correctly, yesterday or the day before, 
before this Committee, the representatives of 
the Machinery Importers’ Association gave us 
their views. But they gave the same ones a 
few months ago to us. The Machinery Import- 
ers Association also expressed their point of 
view to the Department and repeated these 
views to the Committee. We also called in 
representatives from each sector of industry 
to see that their interests were being protect- 
ed. However, there is no over-all committee 
including all interests that was formed. 
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Mr. Clermont: In one word, the Canadian 
industry or some sectors of Canadian indus- 
try, did inform you of their views. 


Mr. Drury: Yes. 


Mr. Clermont: Secondly, Mr. Minister, with 
regard to the review committee or review 
board, I think that one of your officials said 
that the appointment of members to this 
board would be ad hoc. Do you mean to say 
that it is only when you have review cases 
that come up and that you intend to appoint a 
board—a more or less permanent board 
because there have been some apprehensions 
expressed before this Committee with respect 
to the fact that if the board is not a perma- 
nent one some requests might perhaps be 
delayed by several months. 


Mr. Drury: Something has been tried out 
with the import of machinery, with the 
remission with regard to the Automobile 
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Pact. However, we have poor results with the 
experience of these matters of remission and 
competition. There were confiicts of interest 
between those using the machinery which is 
imported and those who produce such parts. 

The method of procedure—the method of 
settling these conflicts were rather well de- 
veloped. So far there has not been a single 
complaint so it is my hope that with the 
operation of the new board being proposed 
now there will be no complaints and that a 
permanent tribunal will have nothing to do. 

If there are any complaints, if there are 
any reasons for appeal, and I hope there will 
be none, we can rather quickly establish a 
review board. 


Mr. Clermont: Mr. Minister, in your state- 
ment, (page 14 of the French version) to the 
House of Commons, in the second paragraph 
I read as follows: 

The minister of Industry would normally 
accept the conclusions of the inquiry 
board. 


Would you be ready to give some explana- 
tions with regard to the expression 
‘“normally”’. 


Mr. Drury: Normally means in principle, in 
theory, almost always. If there are any rea- 
sons not to accept the views of the review 
board they will be published. But for the 
moment I could not see any reason why we 
would not accept these views. 


Mr. Clermoni: In the release given by the 
Prime Minister on December 27, with regard 
to participation of your Department in 
research for certain companies which would 
not have the financial means to carry out this 
research, there is some question of your De- 
partment being able to participate to the 
amount of 50 per cent or to a proportion of 50 
per cent. 

What will be the criteria according to 
which your Department will meet a request 
by a firm for such participation? 


Mr. Drury: The Department lacks funds 
and, of course, if it is a large firm such as 
Imperial Oil that tries to seek assistance for 
their problem with regard to economic 
research, the Department will certainly take a 
long look at such a request. In the case of a 
small firm which decidedly does have the 
funds or the necessary means to pay for 
research and advice, of course, we will have 
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to help them pay for the research and estab- 
lish a viable program—economically viable 
program—so that they may continue their 
operations by seizing opportunities for export 
which we hope will be found through the 
Kennedy Round negotiations. 


Mr. Clermont: In a brief which was tabled 
by the witnesses, Messrs. Gordon Hooper and 
Jean Richard, barrister, they expressed cer- 
tain apprehensions on the part of their clients 
with regard to the two criteria so that the 
equipment will be accepted free in Canada. 
The first is availability and the second, public 
interest. In their brief, if I may refer to page 
do, they claim that it was not necessary 
according to the Kennedy Round agreements 
that Canada include the criterion of 
availability. 

And, secondly, with regard to public inter- 
est—this is what I read on page 5 of the brief 
submitted by these people. This is from the 
French version of the brief and it reads as 
follows: 
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The criterion of public interest if 
applied as proposed by the Minister of 
Industry could result in an importer or 
user of machinery who would be entitled 
to import free because of the fact that the 
machinery is not available in Canada 
might be deprived of his right to import 
free as a result of the decision of the 
advisory board and the review board or 
the Minister because these people feel 
that importing free is not in the public 
interest. This is a very large, discrimina- 
tory criterion which was not anticipated 
when Canada gave this commitment to 
the supplying countries. 


Mr. Drury: As to the first criterion, that of 
availability, I do not understand very well 
what Mr. Hooper means when he says that it 
is not a necessary criterion. The agreement 
we have with our partners in GATT—the 
agreement on this particular tariff item—is 
very clear and the agreement states that if 
there is no availability in Canada imports will 
be free. 

Therefore we have to establish whether 
or not there is any availability in Canada. 

As for the second question I agree with Mr. 
Hooper that this is a very wide criterion but 
since Mr. Hooper is here I should like to 
explain to him that this is a criterion which 
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governs, or which should govern at any rate, 
each action and each motivation on the part 
of government. Moreover it should motivate 
action, the action of this board, both the Ad- 
visory Board and the Review Board. 


Mr. Clermont: In this same brief, Mr. Min- 
ister, it is suggested, following the recommen- 
dations of the Advisory Board and the Re- 
view Board or even as a result of a decision 
you might take as Minister of Industry advis- 
ing the Governor in Council that a right of 
appeal be granted as is the case of rulings on 
the part of the Tariff Board. Let us say an 
appeal to the Exchequer Court. 


Mr. Drury: We have done our best in this 
program to avoid delays and costs as well as 
hinderances of courts. Here there is no ques- 
tion of denying or refusing the rights of any- 
one at all. It is primarily the fact of giving a 
privilege to importers if a certain condition 
exists and if this condition does not exist the 
privilege of course is then denied. In this case 
in my mind there is no question of refusal of 
rights of anyone and for this reason it is not 
necessary to make an appeal or to have 
recourse to the judicial process or to an 
appeal court or to the Exchequer court. 


[English] 


Mr. Clermont: My last question at this 
time, Mr. Minister, will bring you the other 
side of the picture, and I refer to the brief 
presented by the Machinery & Equipment 
Manufacturers’ of Canada. Page 3, Article (1) 
contains their recommendations, and I quote: 


Previously, the “made” and “not made” 
criteria have created confusion both for 
the manufacturer and the user of machi- 
nery and equipment in Canada. We ask, 
therefore, that the criteria of ‘‘availabili- 
ty” be such and be maintained to the 
benefit of Canadian Industry generally 
and be based upon Canadian capabilities, 
both for the present and the future and 
not be allowed to become a series of con- 
troversial and ‘‘ad hoc’’ decisions. 


[Translation] 
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Mr. Drury: I hope that we have achieved 
the aims set forth in this document. 


[English] 
The Chairman: Mr. Hales? 
Mr. Hales: Thank you, Mr. Chairman. My 


questions will revolve around the mechanics 
of this particular piece of legislation. As I 
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review what we have done in the past, the 
Department of National Revenue took care of 
classifications and decided on certain matters 
regarding imports and the tariffs that applied 
thereto. The Department of Finance set the 
rates through legislation and through Parlia- 
ment, and now we have the Department of 
Industry comming into this picture. My ques- 
tion is: What becomes of the department in 
the Department of National Revenue that 
previously handled all these matters concern- 
ing machinery? Are these people being trans- 
ferred to the Department of Industry or what 
is the relationship between the two depart- 
ments now? 


Mr. Drury: I understand that an answer 
was provided to an almost similar question at 
an earlier meeting of the Committee. In brief, 
the work previously done in administering 
the class or kind regulations within the De- 
partment of National Revenue has now disap- 
peared. Consequently, the staff that were 
engaged in this have been shifted to other 
duties; I do not know the details but, I sus- 
pect, within the Department of National 
Revenue. I do know that four of these men 
are now within the Department of Industry 
forming part of the staff of the Board. 


Mr. Hales: I was interested in whether the 
Department of National Revenue was losing 
its official function and duties and whether 
we were not getting into an area of overlap- 
ping. However, you have given me the 
answer and I regret that I was not at the 
meeting when this was outlined in the early 
stages. 

Has the Chairman of the Advisory Board 
been chosen yet? 


Mr. Drury: Not yet, sir. 


Mr. Hales: Will the Chairman be a member 
of the Public Service or will he be a person 
from outside? 


Mr. Drury: We are looking for a man either 
in or outside the Public Service who has con- 
siderable experience in tariff and customs 
matters. Obviously, this kind of background 
will be very useful indeed. If we can find a 
Chairman, no preference will be given to a 
man who is either inside or outside the Public 
Service; he will be from wherever we can 
discover a man with the best capabilities for 
doing this job. 


Mr. Hales: It may be that the man from the 
Department of National Revenue who did this 
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work previously might be worth considering. 
I do not know; I just say that in passing. 

The part of the whole legislation that dis- 
turbes me is the fact that it gives too much 
ministerial discretion. It says that anyone that 
is denied remission must ask the Minister of 
Industry to have his case reviewed. The Min- 
ister can say you may or you may not have 
your case reviewed, and it appears this cer- 
tainly is getting into a very broad field of 
ministerial discretion which we have always 
tried to steer away from in _ responsible 
government.. 
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However, it remains to be seen how this 
will be used but it is certainly very evident in 
this whole documentation that it rests with 
the Minister of the Department as he sees fit 
and that, in turn, is decided by those in the 
Department. I am very doubtful about 
extending this much discretion to an authori- 
ty. However, it is there and I guess it is too 
late to change it and we must just wait and 
see the reaction. 


Mr, Drury: Mr. Chairman, I do not think it 
is too late to change it if there is a better way 
that can be suggested of achieving what we 
are seeking to achieve. This is not a notion 
that has been gestated by functionaries in the 
Department of Industry. I think some evi- 
dence has been given to the Committee that 
this scheme, both in its purpose and in its 
procedures, represents what to me is a very 
satisfactory consensus of those who have an 
interest in this, namely, the users and the 
manufacturers of machinery in Canada. We 
were careful to keep them continuously 
advised not only of our views but the views 
of others and we have arrived, I think, at 
what is a quite satisfactory modus operandi 
and certainly the manufacturing industry con- 
cerned have been prepared to give it their 
blessing. If someone were to come along with 
a better idea, let me assure you I would be 
most receptive. 


Mr. Hales: I do not think there is place for 
argument at the moment, but I think our old 
system worked pretty well and there were 
not too many complaints other than that the 
Tariff Board took too long to hand down deci- 
sions. Outside of that I think it worked per- 
fectly well, but the Tariff Board were too 
slow, or we did not have enough sections in 
the Tariff Board to hand down decisions. 

However, I have one final question on 
availability. It says that machinery will be 
considered as available in Canada if at least 
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one manufacturer has proven capability to 
manufacture machinery, and so on. If another 
machine is available that is not made in 
Canada, and this manufacturer is making a 
series of machines but there is one available 
with a slight technical difference or that has 
some technical advantages, how would you 
rule on a case like that? 


Mr. Drury: To begin with, it is a little hard 
to talk in general terms. You will be glad to 
hear that I will not be giving the rulings; it 
will be people who know something about it. 


Mr. Hales: In the final analysis, you will 
be. 


Mr. Drury: No, in the final analysis it will 
be my job to see that justice has been done, 
and in so far as I am concerned personally 
with giving rulings, it will be on the strength 
of one set of representations made by the 
Advisory Committee and objections to this 
advice by someone who imagines he is 
aggrieved. My refuge will be, if I may use 
the term, to appoint a review board that will 
be equally experienced to produce a recon- 
ciliation of these views. 


Mr. Hales: In that case the review board 
will take the place of the present Tariff 
Board, I suppose. 


Mr. Drury: It will not take the place of the 
present Tariff Board; it will perform in 
respect of this particular matter the functions 
in an appeal sense that the Tariff Board now 
performs in what I would hope would be a 
very much shorter period of time and in a 
rather less formal, less legalistic way. 


Mr. Hales: Thank you, Mr. Chairman. 
The Chairman: Mr. Gilbert? 
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Mr. Gilbert: Thank you, Mr. Chairman. Mr. 
Drury, last week we had before us the 
Canadian manufacturers of machinery and 
equipment and they told us that in Canada 
the manufacturers of machinery and equip- 
ment are composed of 60 per cent foreign- 
owned subsidiaries and 40 per cent Canadian. 
There was an expression of concern by the 
Canadian-owned manufacturers of machinery 
and equipment that they would have difficul- 
ty living with this sharp reduction from 22.5 
per cent to 15 per cent. 

I am wondering what your views are on it 
and what measures you would advise to help 
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the Canadian manufacturers if the trend in 
Canada is to foreign ownership in industry 
and we have 60 per cent in the machine- 
ry and equipment industry. It is becoming 
quite serious and I think some protection 
should be given to these Canadian-owned 
manufacturers of machinery and equipment. I 
am wondering what your views are. 


Mr. Drury: Do I understand your sugges- 
tion to be that in respect of two Canadian 
companies—and these are companies incor- 
porated under the laws of Canada employing 
Canadians and so on—one should look to the 
equity ownership and devise different rates 
for these two companies? 


Mr. Gilbert: I am expressing the concern of 
the Canadian-owned manufacturers of ma- 
chinery and equipment. 


Mr. Drury: The Canadian shareholders of 
machinery... 


Mr. Gilbert: Yes, you are right. They have 
a concern about the stiff competition they will 
meet as a result of the sharp drop in the 
tariff rate from 22.5 per cent to 15 per cent. 
Nobody in the domestic part... 


Mr. Drury: Would not one expect this 
sharp drop in the tariff rate to affect the 
eperations of foreign-owned companies to the 
same degree? 


Mr. Gilbert: The answer to that, Mr. 
Drury, is that foreign-owned companies set 
up their subsidiaries in Canada for the 
express purpose of supplying the domestic 
market. 


Mr. Drury: That was, perhaps, their original 
purpose. 


Mr. Gilbert: That is right. In many cases 
they have neither the desire nor the control 
to determine their export policy and if we in 
Canada are concerned about exports it may 
mean that our exports will have to be 
increased by Canadian-owned manufacturers 
and I am just wondering what your views on 
it are because. this is of serious concern to 
them. 


Mr. Drury: My view, of course, is that 
Canadian manufacturing has to look to a 
much greater degree than it has in the past to 
export markets and one of the main purposes 
of Canada’s participation in the Kennedy 
Round was to enlarge the opportunities for 
participation in the export market. Perhaps 
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the independently Canadian-owned corpora- 
tion has less inhibitions, less restrictions 
placed upon it—I say perhaps—in exploiting 
the export market than would be the case 
with a subsidiary. 

On the other hand, if the policy of the 
company controlling the subsidiary is such it 
might have just as great a desire to exploit 
the foreign market and perhaps also greater 
opportunities. What we as a Department are 
doing is endeavouring to see that all Canadi- 
an companies, whether they be Canadian- 
owned or foreign-owned, increase their 
efforts in the export market. In respect of the 
foreign-owned companies, we do what we can 
to see that no restrictive covenants are either 
impesed upon them or entered into by them 
which would limit their participation in the 
foreign market. 
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Mr. Gilbert: Mr. Minister, if Canadian- 
owned manufacturers of machinery and 
equipment are exporting to the United States, 
I understand—and I am subject to correction 
by your officials—that the tariff rates are 
slightly higher in the United States than they 
are in Canada. Am I right or wrong? 


Mr. McKennirey: Mr. Chairman, the tariff 
rates on machinery of the type that is covered 
by 42700-1 going into the United States at the 
end of the staging will be from 5 per cent to 
7.5 per cent, whereas it will be 15 per cent 
coming into Canada. 


Mr. Gilberi: Did they not complain of the 
acceleration of the reduction? I think ours is 
going to be a 7.5 per cent immediate reduc- 
tion, whereas it is going to be staged in the 
United States. Am I right in that assumption? 


Mr. McKennirey: Yes, you are right. The 
cut from 22.5 per cent to 15 per cent is in one 
step whereas theirs which, as I say, vary now 
somewhere between 15 per cent and 10 per 
cent will be cut down on a staged rate. 


The Chairman: The existing United States 
rate is at the same level or lower than the 
rate we have in Canada under 42700. 


Mr. J. J. McKennirey: That is right. They 
fragmented more. Some of the rates are 15, 
some are 11, some are 10 and so on, and they 
are moving them down to rates of 74 to 5. 


The Chairman: But at the moment they are 
not higher than our 15 per cent rate. 


Mr. McKennirey: No they are not. 
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Mr. Gilbert: Mr. Minister, we will move on 
to another area, adjustment assistance. We 
note that you have given substantial assist- 
ance to industry in three forms: insured loans, 
direct loans, and payment for consultative 
services, but that you have done very little or 
nothing with regard to labour. The only thing 
that I see in the Minister’s statement is some 
agreement that has been entered into between 
the federal government and the provinces 
with regard to retraining. Is that the only 
help that you are going to give to labour? 


Mr. Drury: This plus—I think you will be 
aware of the concurrent announcement by the 
Minister of Labour—an intention to raise 
the levels generally under the Unemployment 
Insurance Act. 


Mr. Gilbert: Does that mean that people 
who are laid off as a result of these adjust- 
ments will receive the higher rates under 
the Unemployment Insurance Act even though 
they would not qualify for them? They have 
to have a certain percentage of work weeks to 
be able to qualify; are you telling us that they 
will qualify regardless .. 


Mr. Drury: No, I am not suggesting that, 
but some kind of transitional or more ade- 
quate assistance to those who are laid off is 
being provided through raising the Unem- 
ployment Insurance rates. 


Mr. Gilbert: But they would have to quali- 
fy, you know, to get the rates. Suppose a 
person was laid off three months hence. He 
would not be getting the new rates because 
he just would not qualify for them. He would 
qualify under the old system of rates but he 
certainly would not qualify under the new 
system, Mr. Minister. 


Mr. Drury: If he qualified under the old he 
would qualify under the new. I do not think 
the terms of qualification are being altered, it 
is merely the levels of contributions and 
benefits. 


Mr. Gilbert: All I am saying is that three 
months hence he would not get the new levels 
because he has not qualified to obtain the 
new levels. 


Mr. Drury: Are you referring to someone 
who has only been in the labour force for 
three months? 


Mr. Gilbert: No, no. Suppose he qualifies 
under the number of contributions required 
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under the Act, are you saying that he will get 
the new rates or would he only qualify for 
the old rates? 
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Mr. Drury: The new rates and the new 
levels of contribution become effective at the 
same time and if you are qualified for 50 
weeks of benefits even though you have only 
contributed for one day at the new rates you 
get the 50 weeks of benefits at the new rates. 
You do not have to wait until you have 
earned them, so to speak. 


Mr. Gilbert: I thank you for that clarifica- 
tion, Mr. Minister. 


Mr. Clermont: May I ask a supplementary, 
Mr. Gilbert? 


Mr. Gilbert: Certainly. 


[Translation | 

Mr. Clermont: Mr. Minister, with your 
over-all program, your transitional program, 
Mr. Gilbert gave to understand that in the 
program you. announced in the House of Com- 
mons or in the Prime Minister’s release that 
there is very little or no help for the worker. 
If your over-all program of transitional help 
is effective will this not help the workers? | 

Secondly, Mr. Minister, according to this 
program each employer if he has 20 or more 
employees would he not be required to give a 
3 months notice? Then would the worker not 
benefit also by the retraining or vocational 
training program of the Department of 
Manpower? 


Mr. Drury: The answer to both questions is 
decidedly yes. The best way of helping work- 
ers is by establishing or by helping to estab- 
lish situations, and plants that are flourishing 
and prosperous. This program is directed 
towards this end. 

As Mr. Clermont mentioned, in order to 
have a more efficient program of training and 
retraining the workers the employers have 
to give a notice of at least 3 months in order 
that retraining programmes be established for 
displaced workers. 


[English ] 
Mr. Clermoni: Thank you, Mr. Minister; 
thank you, Mr. Gilbert. 


Mr. Gilbert: Mr. Minister, my first impres- 
sion of the program was that it was a sort of 
socialism for the rich and private enterprise 
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for the poor, the socialism being for industry 
and the private enterprise being for labour, 
which is quite a change. You are one of the 
authors of the United States auto trade pact 
and one of your adjustment assistance pro- 
grams was the TAB program, and I was just 
wondering why you did not bring in some of 
the provisions of the TAB program to assist 
workers in industry. 


Mr. Drury: We looked long and hard at this 
but came to the conclusion, and I think it is a 
right one, that virtually every manufacturing 
operation in Canada is going to be affected, 
happily I hope, by the Kennedy Round and 
that therefore the TAB system would have to 
extend to every employee of every manufac- 
turer. Because of the difficulties of trying 
to measure the extent to which a firm had 
been affected by the Kennedy Round as dis- 
tinct from being affected by other economic 
phenomena we felt it would be almost 
impossible to work it out and that the most 
satisfactory solution would be to raise the 
level of benefits for everybody without 
attempting to classify them by cause of unem- 
ployment or cause of dislocation. 
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Mr. Gilbert: Mr. Minister, you told us that 
you had informal discussions with the Cana- 
dian Manufacturers’ Association, the Canadian 
Importers Association, and with other 
representatives from each sector of industry 
with regard to changes on 42700-1. Did you 
have any discussions or representations from 
labour organizations, or did you invite them 
to make representations? 


Mr. Drury: We did not invite them to do 
that, no. It was the function of the Depart- 
ment of Labour to prepare a program for the 
employee group, if I can call it that. I think 
that function, more properly, resided with 
them, and the Department of Industry did not 
have discussions or negotiations with 
representatives of the employees. 


Mr. Gilbert: Just one final question, Mr. 
Minister, concerning the statements that Mr. 
Hees made with regard to anti-dumping. The 
basis on which Mr. Hees proceeds in his 
statements is the assumption of one free 
dump. A question arises whether there was 
one free dump permitted under the old anti- 
dumping laws and what assumptions have we 
that it will prevail under the new anti-dump- 
ing code? This is the basis on which Mr. Hees 
proceeds and I am concerned to know 
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whether this is so, whether they are going 
to be permitted one free dump, because it 
did not prevail in the other legislation and 
I cannot see where it would prevail in the 
new legislation. I would like to hear your 
views. 


Mr. Drury: When you say that it did not 
prevail, there was no legislative provision for 
one free dump, and I would expect that there 
will be no legislative provision for one free 
dump in the new legislation. Now, I say I 
“expect”’. 


Mr. Gilbert: 
assumption. 


Well, this would be my 


Mr. Drury: This is not my legislation so I 
am not giving any hostages. But as I did 
mention earlier, I think this so-called ‘‘one 
free dump” is an administrative practice 
rather than a statutory right, and I would be 
very surprised indeed if in the new legisla- 
tion there were provision made for one free 
dump by anybody. 


Mr. Gilbert: I think those are all the ques- 
tions, Mr. Chairman. Thank you, Mr. Drury. 


The Chairman: Are there any further ques- 
tions or comments to exchange with the Min- 
ister at this time? 


Mr. Hales: Mr. Chairman, I thought we 
were just dealing with the machinery pro- 
gram. Are we going on to the adjustment 
assistance part, or is this all part of it? 


The Chairman: Well, since we have the 
Minister with us and since he has some 
responsibility for the program, at least from 
the industry side, it would be in order to ask 
him about such matters because his officials 
have already testified at some length on the 
detail of the program and there may be poli- 
cy questions which you feel can better be 
directed to the Minister. 


Mr. Hales: Has there been a_ statement 
issued by the Minister on the adjustment 
assistance program? 


The Chairman: I think the general policy 
statement was issued by the Prime Minister 
during the Christmas adjournment, and it 
covered both the industry and the labour 
side. This formed the basis for our discussion 
of the details of the program with officials of 
the Department of Industry and also with the 
Parliamentary Secretary and the _ senior 
official of the Department of Manpower and 
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Immigration. The Minister responded to a 
‘suggestion made in the Committee and said 
‘that he would be particularly interested in 
attempting to answer some questions on the 
general policy or general method of adminis- 
tration of the machinery program which had 
‘been raised in discussion with his officials on 
‘this program which, it was felt, would not be 
quite appropriate to have dealt with by 
officials. I think the Minister has proven his 
willingness to also deal with the adjustment 
assistance program in so far as it is his 
departmental responsibility since he is here. 
So if you want to ask a question I certainly 
would rule it in order in the context I have 
mentioned. 
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Mr. Hales: Thank you, Mr. Chairman. I 
would ask the Minister if the machinery that 
we have just been talking about is going to 
be administered by the same adjustment 
board now operative as far as the automobile 
and auto parts companies are concerned? 


Mr. Drury: No, Mr. Chairman, it will be 
quite a distinct, separate board. 


Mr. Hales: My next question would be: 
Why have another board? We are going to 
have so many boards and commissions in the 
Department that we will not know who to 
contact. I would think that the one board 
would be able to handle adjustment assist- 
ance for all manufacturers, whether it be car 
parts, this machinery deal or whatever it is, 
but I understand you are going to set up 
another board. 


Mr. Drury: Well, we would hope on the 
new board to have a rather wider representa- 
tion than on the rather specialized group 
which are dealing with the automotive pro- 
gram. This covers just a narrow facet of the 
manufacturing industry in Canada—an 
important facet but still narrow. 


Mr. Hales: Machinery is machinery and I 
would think that the same board would be 
quite sufficient and quite capable of looking 
after the adjustment assistance program. We 
are getting into a field with so many depart- 
ments, boards and commissions that a manu- 
facturer coming to Ottawa does not know 
where to go. He is completely at sea, he is 
lost, and on top of all this it is costing the 
taxpayers of this country a lot of money. I am 
one of those who believes we have to start 
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curtailing some of this extravagance in con- 
nection with boards, commissions, and over- 
lapping that we appear to be doing right in 
this particular Department. Here is one 
example that I suggest to the Committee. If 
we are going to have one adjustment assist- 
ance board for auto parts, one for other 
machines, one for the manufacturing of furni- 
ture, and one for something else, then we will 
be in no end of trouble. I am glad to hear 
from the Minister that at least some thought 
will be given, I hope, to one board handling 
all adjustments. 

Would you mind explaining to the Commit- 
tee what you have set up in the form of a 
board to handle the adjustments for the 
machinery trade? I do not mean the auto 
parts but the other one. 


The Chairman: If I could interject, Mr. 
Hales, there may be some misconception here. 
As I understand it, at the moment there is an 
adjustment assistance board to carry out the 
special program of assistance to firms to help 
them compete in the Auto Pact climate, if I 
may put it that way. 


Mr. Hales: Yes. 


The Chairman: An advisory board was set 
up on January 1, 1968, to advise whether or 
not you should remit duty on imports of 
machinery... 


Mr. Drury: This is quite an entirely differ- 
ent function. 


The Chairman: ... coming under tariff item 
42700-1. The adjustment assistance program, 
which Mr. Gilbert, Mr. Clermont, and now 
yourself, Mr. Hales, have been asking about 
is a general program to help all firms who 
feel that they will be injured by the Kennedy 
Round agreements or who hope to get greater 
export opportunities if they have some help. 
It is not limited to the machinery facet of our 
industrial picture. 


Mr. Drury: Nor the automobile trade. 


Mr. Hales: But if they want financial assist- 
ance, Mr. Chairman, it is handled by this 
particular board you just mentioned. 


The Chairman: Yes, but this is not the 
advisory board which is set up to advise the 
Minister whether or not firms can bring in 
machinery duty free. 


Mr. Hales: One is to advise whether or not 
you should remit duties. 
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Mr. Drury: That is right. 


Mr. Hales: And the other is to give them 
outright grants to buy machinery so they can 
be more competitive in the automotive 
business. 


Mr. Drury: No, I do not think anybody gets 
an outright grant to make them more 
competitive. 


Mr. Hales: We will say financial assistance 
then. 
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Mr. Drury: Loans. Not necessarily for 
machinery either, the loans are available for 
new buildings. 


Mr. Hales: Then in connection with the 
adjustment assistance program for the machi- 
nery people you are going to set up another 
board. 


The Chairman: Mr. Hales, that is what I 
was trying to clarify. The adjustment assist- 
ance program to which the Minister has been 
referring is not limited to machinery people 
but to Canadian industry generally to help 
them either readjust to injury because of the 
Kennedy Round or to get financing for new 
export opportunities, which is a much broad- 
er and quite different matter than the machi- 
nery program. Am I right in that, Mr. 
Minister? 


Mr. Drury: That is right. 


Mr. Hales: You say they are going to be 
giving loans to these people. There are short- 
term loans, long-term loans, and so on. 


The Chairman: My point is that it is not 
just to the machinery industry. 


Mr. Hales: It is to industry generally, is it? 


Mr. Drury: That is correct, the industrial 
concerns that are affected by the Kennedy 
Round tariff changes arising as a consequence 
of the Kennedy Round discussions. 


Mr. Hales: In this particular arrangement 
you said something to the effect that a manu- 
facturer should advise three months in 
advance that he is going to lay off staff. 


Mr. Drury: That is correct. 


Mr. Hales: Do you feel that management 
can know three months in advance that they 
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are going to lay off staff? I would be very 
doubtful about this. Some of these changes 
could happen overnight and they could not 
give three months’ notice. 


Mr. Drury: In some of these changes the 
decisions can be taken overnight and, in a 
sense, can be crisis-type decisions. What is 
envisaged under this Adjustment Assistance 
Program is the development of a plan for a 
company of developing either new products 
or new markets made possible by the 
increased opportunities for export. Such a 
plan which involves changes in staff, in the 
plant lay out or in the product mix will 
require some physical changes and these pre- 
sumably will have to be thought out and 
planned. If the government of Canada is 
going to insure a loan to the company to 
carry out these changes, to take advantage of 
the opportunities, then the Department of 
Manpower and Immigration wishes three 
months’ notice of large-scale layoffs designed 
to carry out this plan. 

I think you are aware of a number of firms 
in the automobile business who have 
modified, expanded and changed their opera- 
tions quite substantially to take advantage of 


the automobile agreement and the plan to do 


this was not made overnight. To give effect to 
this plan there were, in a number of 
instances, quite large temporary layoffs while 
the physical plant was being made over. The 
Department of Manpower and Immigration 
demands 90 days’ notice of a large layoff of 
this character so that it can make an adequate 
and comprehensive plan to see that these peo- 
ple are not just left on the street. 


Mr. Hales: Does the manufacturer have to 
report to departments, other than Manpower? 
Does he have to report to the Department of 
Industry too? 
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Mr. Drury: He would report to the Adjust- 
ment Assistance Board his whole plan and 
from the Adjustment Assistance Board would 
get the assistance he is seeking, and reporting 
to the Board on his plans for layoffs, either 
temporary or permanent, would be adequate. 
The Department of Manpower could be 
informed in this way. 


Mr. Hales: I think you might except some 
comment from industry that there is too 
much government control of their business. I 
will have to wait and see about that too, I 
guess. 


Mr. Clermont: May I ask a question? 
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The Chairman: Yes, of course. 


Mr. Clermont: Mr. Minister, I think the 
three months’ notice applies only when a 
secondary industry receives a guaranteed 
government loan from the bank or a direct 
loan from the government. 


Mr. Drury: That is correct. 
Mr. Clermont: Not industry in general. 


Mr. Hales: But the Department of Manpow- 
er requests that it be given three months’ 
notice if there is going to be a major layoff. 


Mr. Clermont: Only in the case of a loan 
from the government? © 


Mr. Hales: Yes, just in the case of a compa- 
ny that has had a loan. 


Mr. Clermont: Yes. 
Mr. Drury: That is, applying for a loan. 


The Chairman: I understand the govern- 
ment is taking the position that it does not 
have the constitutional authority to require 
this type of notice from every firm that might 
be making some changes as a result of the 
Kennedy Round and feels it can do so almost 
as one of the terms on which it would grant a 
loan to those firms which request loans, 
either direct or insured. It is almost a con- 
tractual matter. 


Mr. Drury: It is a condition precedent to 
getting a loan that three months’ notice will 
be given, and for those of you who do receive 
complaints from constituents about govern- 
ment interference in telling them how to run 
their business, the three months’ notice is 
required only if they come to the government 
and ask for help. It does not seem to be an 
unreasonable request to make of someone 
who comes to ask for help that he exercise 
himself to take into consideration the least 
possible dislocation to his employees. 


The Chairman: I suppose the employee of 
firms that are not asking for help would 
appreciate their employers giving them simi- 
lar consideration. 


Mr. Drury: I am sure they would. 


Mr. Gilbert: Of course, 
depending on the employers and not depend- 
ing on any government regulation, Mr. 
Chairman. 
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Mr. Drury: There is no constitutional au- 
thority to oppose. It is a general regulation in 
this country. 


Mr. Hales: Will the Minister enlarge on the 
answer he gave me in the House the other 
day concerning the question of whether or 
not Canadian subsidiaries of American com- 
panies will receive this adjustment 
assistance? 


Mr. Drury: Would I care to... 


Mr. Hales: Would you care to enlarge on 
the answer you gave me in the House the 
other day concerning whether or not Canadi- 
an subsidiaries of American companies oper- 
ating in Canada would qualify for adjust: 
ment assistance loans? 


Mr. Drury: There is not very much I can 
add to the answer, which was that if in all 
other respects a Canadian company—and by 
Canadian company I mean a company incor- 
porated and operating under the laws of 
Canada—dqualified for adjustment assistance, 
it would not be disqualified by reason of the 
fact that it was owned abroad. 


The Chairman: Is it correct that you would 
take into account or examine carefully the. 
possibility that such a firm might have access, 
to financing from its parent? 


Mr. Drury: Obviously this would be a con- 
sideration but then this would also be so if 
we were dealing with a subsidiary of a Cana- 
dian parent, and there are many of them. 
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Mr. Hales: Ford of Canada would not qualify 
for an adjustment assistance loan. 


Would not? 
No. 


Mr. Drury: 
Mr. Hales: 


Mr. Drury: Not by reason of being foreign’ 
owned; this would not be the reason for 


disqualification. 


Mr. Hales: It would be because the parent 
company should put up the money itself, TI 
would imagine. 


Mr. Drury: Ford is not wholly-owned. 
abroad. In any event, they are unaffected by. 
the operation of the Kennedy Round. There is 
another special arrangement covering them. 


The Chairman: Before giving the floor to 
Mr: Latulippe, I have noted, Mr. Minister, 
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that the trade adjustment program in the 
United States to help firms adjust to the Ken- 
nedy Round does not limit such assistance to 
the firms that are wholly owned by United 
States citizens or firms. It would appear from 
the Act that subsidiaries of foreign parents in 
the United States are no less eligible than 
American firms for assistance under the 
American adjustment assistance program. 


Mr. Drury: This is my understanding. 


[Translation] 


The Chairman: Mr. Latulippe, you have 
some questions to ask? 


Mr. Latulippe: Mr. Chairman, I should like 
to ask the Minister whether the object of this 
program is to decrease the cost of machinery. 
Is the object of this program in fact a 
decrease in the cost of machinery? 


Mr. Drury: It is certainly with a view to 
reducing the cost of machinery, in favour of 
the importers. 


. Mr. Latulippe: Would there not be some- 
thing to be done, for instance, with regard to 
American machinery which is sold at a cer- 
tain price, and which could be produced by 
Canadians at much lower prices, but that 
Canadians cannot produce because of indus- 
trial property rights accepted by Canada? 

There are a great many Canadian citizens 
who could. produce machinery at much lower 
cost, but in view of such intergovernmental 
arrangements, it is very difficult for them to 
do so. Could your program provide for some- 
thing in this regard so that Canadians would 
find it advantageous to manufacture certain 
machinery which is now made in the United 
States, but through patents or royalties can- 
not be made here in Canada. 


Mr. Drury: It is a question of agreements 
on patents or agreements between private 
firms. It is very difficult for the government 
to make any changes in this regard. 


.Mr. Latulippe: In the interest of Canadians, 
it seems to me that the patent act might per- 
haps be changed in some way. American 
industries are certainly taking advantage of 
prices because we could manufacture them at 
half the price we pay for them over the bor- 
der, but because we cannot manufacture them 
here, we are being exploited by Americans. 
Even if we have these programs, we can still 
manufacture machinery at a much lower cost 
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than what these programs are going to give to 
us. 


Mr. Drury: So then what you are seeking is 
a way of forcing Americans to licence manu- 
facture in Canada? 


Mr. Latulippe: Not precisely. Similar 
machinery could be made, but because of the 
patents it is rather difficult. However, some 
American machines are made here in Canada, 
but the American firms ask for royalties to be 
paid by Canadians who manufacture their 
machinery. These royalties are rather expen- 
sive. Would there not be any agreements to 
be made in this regard so that certain machi- 
nery could be exempted? For instance, in the 
manufacture of furniture, mattresses, sewing 
machines, etc., almost all is manufactured in 
the United States, and prices are exhorbitant. 
We could make them at a much lower cost in 
Canada. Would there not be some agreement 
that could be reached here?: 
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Mr. Drury: Yes, but the owners of the pat- 
ents are going to ask who is going to pay for 
the research cost, and the only way to be able 
to recuperate the cost of research is through 
royalties. Consequently, the one who owns 
the patent or the copyright asks or requires a 
royalty. He does not look for the regulation of 
prices through the government. 


Mr. Latulippe: But there is certainly some 
machinery that could be made at much lower 
cost. With regard to used machinery does it 
come exactly under the same criteria as new 
machinery? 


Mr. Drury: Yes, I think so. 


Mr. Latulippe: Let us say that new machin- 
ery is valued at $10,000 and second-hand 
machinery, at $5,000. Are you going to base 
yourself on the price of $5,000? 


Mr. Drury: Base what? On what price? 
There is no customs tariff on this, so the 
question of price does not come in at all. 


Mr. Latulippe: There are certain customs 
tariffs; not all of them are changed. If you 
have a 35 per cent customs duty to pay and 
you give 15 per cent, there is certainly some 
margin left. 


Mr. Drury: No, we are attempting to 
remove customs duty, so there is no customs 
duty. You do not go from one percentage 
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figure to another. This has no ordinary impor- 
tance. Did: I explain it properly? 


Mr. Latulippe: Yes, I understand to a cer- 
tain extent, but it is not very clear in my 
mind. 


Mr. Clermont: The Minister might perhaps 
mention that machinery enters Canada free 
if it is not available in Canada. 


Mr. Drury: Yes, of course, provided it is 
not available in Canada. 


Mr. Clermont: Mr. Latulippe had not men- 
tioned this in his question. 


Mr. Drury: I thought he understood this. 
Mr. Latulippe: Thank you. 


[English] 
The Chairman; I think it is Mr. Gilbert and 
Mr. Hales. 


Mr. Gilbert: Mr. Minister, yesterday I dis- 
cussed with the representatives of the Cana- 
dian Manufacturers’ Association the problems 
of product specialization versus multi-model 
products such as we have here in Canada 
with regard to Canadian manufacturers. I 
cited the United States auto pact as... 


Mr. Drury: We like to call it the 
Canadian-United States auto pact. 


Mr. Gilbert: I am sorry...an example of 
product specialization and an agreement 
between countries which had been of advan- 
tage to Canadian manufacturers and of cer- 
tain advantage to American manufacturers. I 
pointed out that in Canada we were paying 
$50 million in remissions with regard to 
automobiles coming into Canada. I then asked 
them if there were any other products that 
would fit into this pattern or policy which the 
government had set forth in the 
Canadian-United States auto pact and they 
said, “At the moment, no”. What are your 
views on this? Are there any other products 
which would fit into this formula of which 
you were part author and which may have 
been of an advantage to Canadians? 


Mr. Drury: This is quite a specialized for- 
mula and I tried to indicate on a number of 
occasions that it is not susceptible of general 
application. There are possibly some other 
products which could fit into this format. 
However, it is quite clear that now is not the 
time to approach the Americans, particularly 
the American Congress, suggesting this kind 
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of further disbandment of the trade barriers 
when they are having some difficulty at the 
moment in digesting not only the present 
automobile pact, but also the forthcoming 
reductions under the Kennedy Round. I think 
the simple answer is that this is capable of 
some limited extension but certainly not at 
this particular moment. 
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Mr. Gilbert: One of the representatives was 
asked what help Canadian-owned manufac- 
turers required in order to be able to compete 
effectively with American-owned, and he 
cited more help in research. I might say that 
the person who gave this answer is the presi- 
dent of one of the largest corporations in 
Canada. 


Mr. Drury: Who is getting quite a lot of 
help in research. ; 


Mr. Gilbert: No, he is not. 
Mr. Drury: From the government? 


Mr. Gilbert: He felt they were not. It was 
Mr. Pollock. 


Mr. Drury: He is not? 


Mr. Gilbert: The impression I got from his 
answer was that Canadian-owned manufac- 
tures were not getting the research assistance 
necessary for them to compete with foreign- 
owned subsidiaries in Canada and foreign 
competition. 


The Chairman: Of course, we do not have 
the transcript available as yet, but I had the 
impression he was not complaining about 
what the manufacturers already were receiv- 
ing, but he felt even more should be done. 


Mr. Drury: Yes, with that I agree. 


Mr. Gilbert; Have you in mind any further 
assistance that you could give to these 
manufacturers? 


Mr. Drury: If by further assistance you 
mean new programs, not at the moment. It. 
will be recollected that just last year there 
was introduced this new so-called IRDIA pro- 
gram, which is only beginning to take effect 
now. This system of grants is only beginning 
and one would expect that this assistance 
would flow out from the central government 
on a rising curve. I think probably what Mr. 
Pollock, either speaking as a company man or 
as a representative of the CMA, had in mind 
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was that the level of 1967 was inadequate. 
With this I would agree, but our program 
contemplates a rise in the curve. At the 
moment, until we see the extent to which 
advantage is taken of this, I would hesitate to 
bring forward additional programs. 


Mr. Gilbert: I hope it is not too late for 
Canadian manufacturers. That was said with 
a smile, Mr. Minister. 


Mr. Drury: Mr. Chairman, while Mr. Gil- 
bert has the floor I might point out to him in 
respect to the subject in which he and Mr. 
Hees were interested, namely, possible legis- 
lative authority for a one-time dump, that in 
the discussions which took place in Geneva 
regarding what was really a universal dump- 
ing code rather than each country having its 
own regime, we represented strongly and had 
accepted the following provision’ relating to 
just this particular question. 

Where for the dump product in ques- 
tion the authorities determined a) either 
that there is a history of dumping which 
caused. material injury or that the 
importer was or should have been aware 
that the exporter practises dumping and 
that such dumping would cause material 
injury and b) that the material injury is 
caused by sporadic dumping, massive 
dumped exports of a product in a rela- 
tively short period to such an extent that 
in order to preclude it recurring it 
appears necessary to assess an anti- 
dumping duty retroactively on these 

_ imports the duty may be assessed on pro- 

ducts which are entered for consumption 
not more than 90 days prior to the date 
of application of provisional measures. 


So that there is an agreed provision to 
assess duties on a retroactive basis, assuming 
this is administratively possible, to cover this 
massive one-time dump. 


Mr. Gilberi: Thank you, Mr. Minister. 


Mr. Hales: I understand these adjustment 
assistance loans to industry affected by the 
Kennedy Round are going to be insured by 
the government. 


iT 


Mr. Drury: Loans by the usual lending 
institutions will be insured, which means that 
the government will assume the majority of 
the risk associated with the loan with a small 
portion of it assumed by the lender. 


Finance, Trade and Economic Affairs 


February 7, 1968 


Mr. Hales: Of course there have not been 
any loans made as yet. Will there be any 
made before the end of this government 
financial year? 


Mr. Drury: This will depend, Mr. Chair- 
man, on the passage of the legislation and 
really on the speed with which prospective 
borrowers make application. 


Mr. Hales: Is there any money set up in the 
budget for this purpose? 


Mr. Drury: There will be provided in the 
estimates the monies necessary to cover the 
direct loans in the amount of some $10 mil- 
lion and the insurance premiums. 


Mr. Hales: This would be in the estimates 
that are to be tabled, for next year, but there 
is nothing in last year’s estimates to cover 
this? 


Mr. Drury: You are quite correct, it is not 
in this year’s estimates or even in the supple- 
mentary estimates but in next year’s main 
estimates. 


Mr. Hales: So even if legislation was passed 
we have no authority to give any money to it 
until April 1, 1969. 


Mr. Drury: That is correct. 


Mr. Hales: I suppose it would be unfair to 
ask the amount set out in the estimates for 
this? 


Mr. Drury: It would not be unfair to ask, 
but it would be unfair of me to give an 
answer. ; 


The Chairman: I think Mr. Clermont has a 
question but before recognizing him I want to 
make a comment about our procedure. 

With the conclusion of our discussion with 
the Minister we seem to have concluded our 
agenda of witnesses and are in a position to 
prepare our final report to the House. Perhaps 
Mr. Hales and Mr. Gilbert can help me. Do 
your parties have caucuses tomorrow 
morning? 


Mr. Gilbert: Yes. 
The Chairman: What time? 


An hon. Member: 
tomorrow morning. 


There are no caucuses 


An hon. Member: We had ours today. 
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The Chairman: Our caucus was supposed to 
be tomorrow but I understand it has been 
cancelled for this week. Mr. Hales, you had 
yours today in the customary way? 


Mr. Hales: We had our caucus this morning 
at 9.30. 


Mr. Drury: Just until 10.00. 


The Chairman: Mr. Noél, would you agree 
with me that our caucus has been cancelled? 


Mr. Noél; Yes, 
cancelled. 


our national caucus is 


The Chairman: What I was going to suggest 
is that we have a meeting tomorrow to begin 
discussing our final report to the House. I will 
invite the officials from the departments of 
Finance, Industry and Commerce to be avail- 
able tomorrow to cover the eventuality that 
we decide to go in camera to prepare a 
report, and if the members wish, we might 
have the further information that the mem- 
bers may request. However, since we do not 
have our full group with us at the moment I 
do not want to try and finalize any procedure 
for finalizing our report. 

My own thought was, and I might request 
your comments on this, that rather than have 
the Steering Committee meet and prepare a 
report, we might sit down as a group around 
the table, because we are accustomed to 
working together anyway and discuss what 
final form our report might take. I will have 
something in draft form on which to base our 
discussion. What is the opinion of those pres- 
ent on the procedure I suggested to finalize 
our work on this reference? 


[Translation] 
Mr. Clermont: Mr. Chairman, you are 
undoubtedly speaking of a morning sitting. 


The Chairman: Yes. 
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Mr. Clermont: Yes, because you and I are 
both members of the Committee on Labour 
and Employment which is to sit tomorrow 
afternoon at 3.30 or after the question period. 


The Chairman: Your comment also includes 
several other members of our Committee 
from other parties and my suggestion would 
be to have a sitting tomorrow morning and to 
cancel the afternoon sitting and if we have 
not finished with the work on our report to 
finish that work next Tuesday in the morning. 
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[English] 

Thank you, Mr. Clermont, for reminding us 
of that point. I must ask the Minister and 
you, Mr. Clermont, to excuse me for inter- 
rupting in order get this procedural matter 
out of the way. 


Mr. Gilbert: Mr. Chairman, we have no 
objection to meeting tomorrow morning. 


The Chairman: Then we will agree, subject 
to any changes tomorrow, that we will have a 
regular meeting tomorrow, at which time we 
will decide whether or not we want to pro- 
ceed in camera. We will not meet tomorrow 
afternoon. 


Mr. Clermont: Would you mention the time 
that we will meet tomorrow morning? 


The Chairman: We will meet at 11.00 o’clock 
in our usual civilized fashion. 


Mr. Clermont, I think you had a question. 


[Translation ] 


Mr. Clermont: Mr. Chairman, you were 
allowed a few questions with regard to agree- 
ments in the automobile industry between 
Canada and the United States. More often 
than not, we hear about the part which is 
supposed to represent the passive area of 
these agreements. 

Does it seem that following these agree- 
ments, the federal treasury would be poorer 
by $50 million or less per year? Unfortunately 
certain Canadian workers have lost, or would 
have lost their jobs, but would the Minister 
be then in a position to give the assets side of 
the ledger, that is to what extent new jobs 
have been created in Canada as a result of 
the agreements, and whether these agree- 
ments have increased our exports to the Unit- 
ed States under the heading of automobile 
parts or automobiles? 


Mr. Drury: Unfortunately, Mr. Chairman, I 
do not have any figures, very precise figures 
here. But I can say that about 50,000 new jobs 
in the automobile industry were created. I am 
proud of that achievement. 

Exports increased by approximately 400 
per cent above the level of 1964, and there 
has been an increase in production and this, 
of course, depends a bit on the increase in the 
Canadian market as well as the outside mar- 
ket, the foreign market. I should perhaps 
limit myself to the figures in export increases 
that is, 400 per cent, and the new jobs, 
approximately 50,000. 
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I am sure that the federal treasury is decid- 
edly much richer because of the agreement 
although we lose $50 million in customs duty. 


[English] 


Mr. Gilbert: Mr. Minister, it would be of 
interest, when you conclude the new agree- 
ment if you would bring it forward so that 
we can study the details and the effects of it. 


The Chairman: If I am not mistaken, Mr. 
Minister, actually the present agreement does 
not have a fixed expiry date; it goes on 
indefinitely subject to the right of either side 
to cancel it at one year’s notice. The discus- 
sions going on now are a review of its effects, 
which review was provided for in the agree- 
ment itself. Many articles on the pact 
read as if it were going to terminate some 
time this year. This is not actually the form 
in which the agreement was written. 


Mr. Hales: I do not think we should close 
the books at this particular moment. I would 
like to ask the Minister about the figures of 
40,000 or 50,000 new jobs he speaks of. Are 
those net figures, taking into consideration 
the people that were laid off and lost jobs 
through smaller plants being closed down? 


Mr. Drury: This is 
employment. 


net increase in 
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Mr. Hales: Then you gave us the export 
figures but you did not give us the increase in 
the import figures. 


@ 1745 


Mr. Drury: No. There has been an increase 
in the import figures. I will be glad to give 
them to you, Mr. Hale. 


Mr. Hale: Just so that we have the records 
straight. 


Mr. Drury: I think it is something of the 
order of 132 per cent. 


Mr. Hale: When you see the net picture on 
exports and imports it is a more realistic 
answer. 


Mr. Drury: I was asked to speak about 
what Mr. Clermont quite properly called the 
“actif”: . 


Mr. Clermoni: But usually we hear only 
the... 


Mr. Drury: “Passif’’. 


[Translation] 


The Chairman: I think that on this optimis- 
tic note, I should say that the sitting is 
adjourned. 
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APPENDIX AA 


DEPARTMENT OF MANPOWER AND 
IMMIGRATION 


CANADA 


Herb Gray, Esq., M.P., 
House of Commons, 
Ottawa 4, Ontario. 
' Ottawa 2, February 2, 1968. 
Dear Mr. Gray: 

During my testimony on the manpower 
portion of the Prime Minister’s announcement 
of policy concerning the Kennedy Round 
tariff adjustments you asked, and I under- 
took, that we would check to ascertain wheth- 
er the American legislation contained a provi- 
sion for advance notice of layoffs to govern- 
ment or to the workers. 

We have reviewed the relevant legisla- 
tion—The Trade Expansion Act of 1962 and 
The Automotive Products Trade Act of 
1965—and can now confirm that no such 
provision exists. 


The only section of the legislation which 
could conceivably be used in that manner is 
section 311 of the Trade Expansion Act. It 
provides that “no adjustment assistance shall 
be provided to a firm... until its adjustment 
proposal shall have been certified by the 
Secretary of Commerce: (1) to be reasonably 
calculated materially to contribute to the eco- 
nomic adjustment of the firm; (2) to give 
adequate consideration to the interests of the 
workers of such firms adversely affected by 
action taken in carrying out trade agree- 
ments; and (3) to demonstrate that the firm 
will make all reasonable efforts to use its own 
resources for economic development.” 


Yours sincerely, 


Duncan R. Campbell, 
Acting Director, 
Planning and Evaluation 
Branch, 


Program Development 
Service. 
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TELEGRAM 
Feb. 5, 1968 7.21 p.m. 


HERBERT GRAY ESQ., MP. 
CHAIRMAN, | 


STANDING COMMITTEE ON FINANCE 
TRADE AND ECONOMIC AFFAIRS 


HOUSE OF COMMONS 
OTTAWA, ONT. 


The twenty-three members of Canadian 
Machine Tool Distributors Association across 
Canada import approximately eighty percent 
of all metalworking machine tools, combined 
total value $81 million in 1966. Our segment 
of the machinery industry is in complete 
agreement with the government’s legislation 
on tariff under the Kennedy Round negotia- 
tions. 


We issued press release mid-December last 
year reading as follows: 


“Introduction to Parliament of legislation per- 
taining to the new tariff on machinery follow- 
ing the Kennedy Round negotiations is wel- 
comed by members of the Canadian Machine 
Tool Distributors Association. Our organiza- 
tion is concerned primarily with metal-work- 
ing machine tools which are better described 
as the “master tools of industry’, and which 
is the basic equipment used by secondary 
industry in producing their wide variety of 
products defined under the broad heading of 
“machinery”’. 


“In the recent past, in many instances a 
manufacturer has been obliged to raise an 
amount equal to one-third of the price of the 


machinery needed to pay for duty and taxes. 
The aim of the government—the three 
departments involved being the Department 
of Finance, Department of Industry and De- 
partment of National Revenue—is to make 
Canada more competitive in the domestic and 
export market. This means lowering of prices 
for consumers and exporters. Under the new 
legislation for producers of machinery who 
are facing “competition from abroad, 15 per 
cent MFN or 24 per cent B.P. tariff protection 
is maintained. 


“However, for machinery of a type not avail- 
able from Canadian sources, remission of 
duty may be granted which permits virtual 
duty free entry on this class of equipment. A 
high percentage of the metalworking machine 
tools used by Canadian industry fall into this 
category. 

“Complete facilities will be ready January 
Ist, 1968 for granting certificates for remis- 
sion of duty for importers of machinery of a 
type not available in Canada. It is expected 
that there will be no undue delay in obtaining 
permission to import equipment without pay- 
ment of duty or in obtaining a refund if duty 
has been paid. 

“It is our Association’s firm belief that this is 
an important step in assisting all phases of 
primary and secondary industry across our 
country.” 


(signed) 
CANADIAN MACHINE TOOL 
DISTRIBUTORS ASSOCIATION 


55 YORK STREET, SUITE 512, 
TORONTO 1, ONTARIO. 
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The Standing Committee on Finance, Trade and Economic Affairs met at 
11.40 a.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Cantin, Clermont, Comtois, Flemming, Gilbert, 
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The Committee resumed consideration of the subject-matter of the pro- 
posed Customs Tariff resolution. 


Messrs. Annis, Burns and Drahotsky were questioned. 
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for their assistance to the Committee and they were permitted to withdraw. 


At 12.45 p.m. the Committee adjourned to 11.00 a.m., Tuesday, February 
13, 1968, at which time the Committee will sit in camera. 
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The Chairman: Gentlemen, I think we are 
in a position to begin our meeting, unofficially 
for the moment. 


The main item on our agenda is to com- 
plete our report to the House. We have 
finished hearing all the witnesses those who 
appeared in an official capacity and those 
from the public—and have had some rather 
detailed consideration of the subject matter of 
the tariff resolution. 


Before we begin considering the text of our 
final report—I might say we are now in a 
position to operate officially—you may recall 
that a few days ago Mr. Monteith asked for 
some information on the impact of the tariff 
changes on the furniture industry. We agreed 
to suspend discussion on that particular item 
in the tariff because Mr. Monteith could not 
be present at the time the item came up. I 
therefore think we should take a few minutes 
today to ask Dr. Annis and Mr. Burns par- 
ticularly if they would summarize for us the 
impact of these tariff changes on the furniture 
industry, both on the import and export side. 


Dr. C. A. Annis (Director, Economic 
Affairs, Industry Tariffs and Trade, Depart- 
ment of Finance): Under both the Kennedy 
Round Agreement and the resolution before 
the Committee the rate of duty on furniture 
would be reduced from a present level of 25 
per cent to either 20 per cent or 174 per 
cent, depending on the type of furniture. In 
either case the reduction will be staged equal- 
ly over five steps. 


With regard to the most important types of 
furniture, those made of wood and any other 
material other than furniture in chief value of 
metal, the reduction will be from 25 per cent 
to 20 per cent over four annual steps of one 
percentage point each. 
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In respect of furniture which is in chief 
value of metal—this relates primaruly to cer- 


tain office or garden furniture and is a less 
important part of the total than the wooden 
furniture—the reduction is from 25 per cent 
to 173 per cent, again over a period of five 
annual steps of 14 percentage points each. 
With regard to the volume of trade affect- 
ed, on the basis of the calendar year 1966, 
total imports of all furniture—the two groups 
together—were not quite $24 million, of 
which $18.7 million was from the United 
States. If the Committee is interested in a 
breakdown as between metal and other furni- 


ture, I think I can supply some figures which 


do not correspond exactly to that breakdown, 
but they segregate wooden and_ other 
furniture. 


The Chairman: Would you want to have 
this breakdown? 


Mr. Monteith: Not at this moment, neces- 
sarily. Perhaps later, but I doubt it. 


Mr. Mackasey: Do you have the figures for 
wooden furniture? I am thinking of those in 
the low cost labour area. 


The Chairman: Do you mean imports, Mr. 
Mackasey? 


Mr. Mackasey: Yes. 


Dr. Annis: The imports of furniture sub- 
stantially of wood in 1966 were just over $13 
million. The imports of furniture and fixtures 
of iron or steel were not quite $5 million. 


Mr. Mackasey: Do you have the $13 million 
broken down? 


Dr. Annis: The imports of all furniture, 
other than wood, were $9.8 million. I suppose 
the two basic figures that one should look at 
there are first furniture substantially of wood, 
which is just over $13 million, and furniture 
other than of wood, which includes the metal 
but it would also include plastic or uphol- 
stered furniture where the upholstery is the 
main component of the pe winich is $2.0 
million. 


Mr. Monteith: Can you give us the exports? 


{ 
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The Chairman: I think Mr. Burns will want 
to handle that one. 


Mr. Monteith: Do you have the figures for 
1966, Mr. Burns? 


Mr. D. H. Burns (Acting Chief, Commodity 
Arrangements, Department of Trade and 
Commerce): If I may, Mr. Chairman, I would 
first of all like to provide the exports to the 
United States, and then as the United States 
market is by far the greatest, we can look at 
the total figures. The figures are United States 
import figures and they are in United States 
dollars because they are more specific to the 
tariff items that are concerned in the United 
States. 


Wooden furniture other than chairs, United 
States imports in Canada in 1966 were $2.3 
million; chairs were $172,000; parts of wooden 
furniture where $525,000 and metal furniture 
was slightly over $1 million. 


There is a classification in the Canadian © 


exports statistics known as “furniture and 
fixtures’, which is a broader classification 
than we have been talking about, and under 
that classification exports in 1966 were $7.4 
million. 


e 1150 
[Translation] 


Mr. Noél: Would it be possible to get the 
precise figures up to 1966 as regards importa- 
.tions since the devaluation of the dollar? 


[English] 
The Chairman: Since 1962? 
Mr. Noél: Well, yes—in round figures. 


The Chairman: Is it possible to have some 
figure on imports of furniture as mentioned 
by Mr. Noél 


Mr. Noél: Wooden furniture; just wooden 
furniture. 


The Chairman: Mr. Drahotsky? 


Mr.. A. H. Drahotsky (Chief, Commercial 
Policy Division, Department of Indusiry): I 
could provide figures on furniture and fixtures 
that include all household furniture, and then 
other furniture and fixtures. This is the DBS 
classification for which I could provide 
figures from 1963 to 1966. 


. The Chairman: Perhaps you could provide 
these figures. Would you want them at this 
time, Mr. Noél? 
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Mr. Noél: No. What do you include in 
household furniture; does that take in white 
goods. 


Dr. Annis: Not the white goods. 
Mr. Noél: Just furniture, metal and plastic. 


Dr. Annis: But furniture is defined fairly 
widely and would include some borderline 
items. Would kitchen cabinets be a suitable 
example of a borderline item if it were pro- 


duced by a manufacturer of furniture? 


Mr. Noél: That would suit me. I just want 
to have an idea. 


Mr. Drahotsky: I could name some of the 
items that are included in the category of 
household furniture. 


Mr. Noél: Yes. 


Mr. Drahoisky: Included are chairs, book- 
cases, cabinets, coffee tables, dressing tables, 
porch furniture, juvenile furniture, smoking 
stands, tea wagons, upholstered furniture, 
irrespective of material. 


Mr. Noél: That is perfect. If you have the 
figures since 1962 I will be perfectly satisfied. 
Round figures will do; I just want to have an 
idea. 


Mr. Drahotsky: Speaking, then, of the cate- 
gory which is described as furniture and 
fixtures, the 1963 imports were valued at 
$22.3 million; in 1964, $24 million; in 1965, $27 
million and in 1966, $28.6 million. There has 
been a steady increase in imports from $22.3 
million in 1963 to $28.6 million in 1966, but 
due to the growth in the total Canadian mar- 
ket the imports now supply a smaller per- 
centage of the total than they did in 1963. In 
1963 imports accounted for 5 per cent of the 
Canadian market; in 1966 they accounted for 
4.7 per cent of the Canadian market. 


The Chairman: I think Dr. Annis wants to 
say something at this point. 


Dr. Annis: The point I would like to add, 
Mr. Chairman, is that you will note the 
figures which Mr. Drahotsky just gave are 
larger than the figure I gave earlier for the 
imports of furniture. The figure I gave was 
that relating specifically and only to the dou- 
ble tariff items 51901 and 51902-1. I beg your 
pardon, the first number that I just cited was 
51901-1. That is the one particular catego- 
ry—you might say  furniture—narrowly 


defined. The reason the figure I gave is lower 


February 8, 1968 


is. that some of the goods to which Mr. Dra- 
hotsky has referred would be included in 
other tariff items including those, the two on 
page 100 of the Resolutions appear immedi- 


ately above. 
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Mr. Flemming: Would they be under the 
same category as being mostly of wood? 
Would they come under that description? 


Dr. Annis: Some of them would. For exam- 
ple, the two items that I referred to immedi- 
ately above the one for which I had given 
statistics relate respectively to billiard tables 
and bagatelle and other game tables or 
boards. Then there are some other items 
which would include products made largely 
by the furniture industry. 


- Mr. Flemming: Mr. Chairman, I would like 
to ask Dr. Annis whether his item of $13 
million of furniture importations mostly of 
wood are very largely from the United States. 


Dr. Annis: Yes, sir. 


The Chairman: Before returning the floor 
to Mr. Monteith, I wonder whether we have 
as yet had Mr. Burns give us a picture of the 
concessions granted to us by trading partners, 
many in the actual furniture field? 


Mr. Burns: Mr. Chairman, I have some 
details of the American tariff concessions 
which, as I think I mentioned earlier, are the 
most important so far as being of particular 
interest at the moment. There are a number 
of United States tariff items that are applica- 
ble. I think it is true that they made 50 per 
cent cuts across the board in this sector. 

In wood furniture other than chairs the 
previous rate was 10.5 per cent and that is 
being reduced to 5 per cent. There was a 
separate item on chairs of wood which was 17 
per cent and that is going to 8.5 per cent. The 
same change applies to another tariff item 
covering parts of wooden furniture; in other 
words, from 17 per cent to 8.5 per cent. On 
metal furniture the reduction is from 20 per 
cent to 10 per cent. 

There is another item in the United States 
tariff I think is relevant and that is furniture 
in parts of textile materials except cotton and 
this applies, I think, to upholstered furniture. 
The rate of duty prior to the Kennedy Round 
in the United States was 35 per cent and that 
is being reduced to 17.5 per cent. 

There are others as well, Mr. Chairman, 
furniture mainly of rubber or plastics where 
the rate is going from 30 per cent to 15 per 
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cent or from 12.5 per cent to 6 per cent 
depending on the kinds of materials, and so 
on, but the ones I have mentioned specially 
are the more important of the group. 


Mr. Monteith: 


Did you receive any 
representations from the furniture industry as 
a whole prior to the Kennedy Round 
beginning? 


Dr. Annis: Yes, we did. There was a brief 
submitted to the Canadian Tariffs and Trade 
Committee on behalf of the industry as a 
whole. 


Mr. Monteith: And have you had any 
representations since the completion of the 
Round? In other words, has any discontent 
been expressed? 


Dr. Annis: I do not recall any expressed on 
behalf of the industry collectively, but before 
being too sure about this I would want to 
check back because I do recall something 
being received in the Department of Finance 
which I think could be interpreted as an 
expression of concern on behalf of at least 
one or two firms. 


Mr. Monteith: But you do not recall any 
association expression of concern, particu- 
larly? 


Dr. Annis: No, sir, but I would not say that 
there was not. I have a rather vague recollec- 
tion of one piece of correspondence but I 
cannot recall whether it was signed on behalf 
of a particular firm or the association. 


The Chairman: Perhaps you could inform 
Mr. Monteith direct when you check. 


Dr. Annis: I would be glad to do that, sir. 


The Chairman: Mr. Mackasey, do you have 
a question? 


Mr. Mackasey: Not really. I wanted to 
know, leading out of Mr. Monteith’s question, 
whether there had been any representations 
from the industry in general? 
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Mr. Chairman, my conception of the furni- 
ture industry in Canada is that traditionally, 
it is composed of small, almost family units 
that are not conducive to mass-production. 
Will these changes work to the immediate 
detriment of these firms or to their advan- 
tage? Is the furniture industry in general so 
structured that it can take advantage of these 
tariff cuts? 
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The Chairman: Perhaps Mr. Drahotsky or 
Mr. Burns is in a better position to comment 
on that. 


Mr. Burns: Mr. Chairman, I might make a 
couple of general comments on what Mr. 
Mackasey has asked. 


The first one is that Canadian manufactur- 
ers of wooden furniture have been making 
increasing sales in the United States market. 
They are small, compared with our imports 
of wooden furniture, but in fact, a number of 
Canadian firms have been quite successful in 
marketing their products in regional markets 
in the United States. 

Secondly, the reduction in the item cover- 
ing parts of wooden furniture may have cer- 
tain effects on the production costs of Canadi- 
an producers, in the _ sense that, as I 
understand it, there are a fair number of 
standardized parts for wooden furniture, and 
the ability to make longer runs on parts com- 
bining both the parts for their own use and for 
export may create some element of increased 
opportunity for Canadian firms. 


If I just may mention the metal furniture 
industry, I understand that a number of firms 
in that industry in Canada, particularly 
through advanced design and so on, have 
been making useful strides in selling in the 
United States market. 


Mr. Monteith: On that last subject, Mr. 
Burns, there are some furniture firms which 
bring in the mechanism for making a ches- 
terfield into a bed, and that sort of thing. 
Some of these are brought in and the building 
and the upholstering of the chesterfield bed is 
completed in Canada. However, I take it that 
you were referring to those particular types 
of furniture which, because of the lower tariff 
on the incoming parts, could possibly be of 
assistance to the Canadian manufacturer? 


Mr. Burns: Mr. Chairman, I was also trying 
to say that the increased ability to compete in 
the United States’ market for parts of wooden 
furniture will give some furniture firms the 
opportunity to produce parts, not only for 
their own production but for export as parts 
to the United States. This will give them 
longer runs, which will presumably reduce 
production costs. 


Mr. Monteith: Are there any supplementar- 
ies on this aspect, Mr. Chairman? If not, I 
just have one further question which is really 
disassociated. 
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The Chairman: One or two others have 
questions on the furniture industry. 


Mr. Monteith, you may proceed. 


Mr. Monteith: This may not actually be a 
fair question, and if the officials do not wish 
to answer it I will understand. I recall that 
some time after the auto pact came into being 
there were rumours of some preliminary dis- 
cussions on possibly the furniture business 
being a factor and of an understanding being 
entered into on furniture. I will put the ques- 
tion very bluntly and then you can determine 
whether it is in order, Mr. Chairman. 


Have there been any negotiations with the 
United States on a free-trade pact such as 
there is in-the auto agreement? 
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The Chairman: Mr. Monteith, as you your- 
self suggested, you may be putting these 
gentlemen in a difficult position. Had an 
official statement been made on behalf of the 
government, or on behalf of the department 
as an emanation of the government, they 
could bring it to our attention. In the absence 
of that, perhaps you should reserve your 
question. 


Mr. Monteith: I tried to get the answer 
from the Minister on one occasion, and he 
would not say either yes or no. 


Mr. Hales: Mr. Drury made a statement on 
that yesterday afternoon. 


Mr. Monteith: Did he? 
Mr. Gilbert: Yes. 


The Chairman: Perhaps we should refresh 
our memories on the position he took. 


Mr. Gilbert: He said that no action had 
been taken by the government on other prod- 
ucts to which to apply the formula of the 
Canadian-United States auto pact; particular- 
ly because of its being an election year in the 
United States and the attitude of Congress on 
the Canadian-United States auto pact. 


Mr. Mackasey: I am glad he said it was an 
election year in the United States and not in 
Canada. 


The Chairman: Mr. Hales wished to add 


something on this. 


Mr. Hales: No; Mr. Gilbert completed the 
statement. 


The Chairman: The various departments 
have been taken off the hook on this one. 
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Mr. Monteith, do you have _ further 


questions? 


Mr. Monteith: I do not think so. Thank you, 
Mr. Chairman. 


The Chairman: Mr.. Noél and Mr. Mackasey 
have some questions. 


[Translation] 


Mr. Noel: Mr. Chairman, I noticed earlier 
from the figures we were given, that, as far 
as percentage is concerned, from 1963 to 1966 
imports of American furniture had dropped 
from 5 per cent to 4.7 per cent whereas in 
absolute figures an increase in importations is 
noted. 


I am a little surprised to see that the 
devaluation of the dollar in relation to the 
American dollar, that is from 100 to 923, has 
not awarded better protection to Canadian 
industry. It would interest me to know 
through which ports of entry imports arrive 
in Canada. 


The Chairman: You mean by what city, by 
what town? 


Mr. Noél: I should like to know if the 
imports arrived from eastern ports, whether 
the Maritimes or Ontario or Quebec, or if 
they came through the Western provinces, for 
in that case there is a question of freight 
rates to be taken into account. We notice that 
furniture manufacturers are found mostly in 
Ontario, in Western Ontario, in Mr. Mon- 
teith’s county. 

Many of them are also found in the Eastern 
Townships of the Province of Quebec and 
also in Montreal. 
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I would like to know, if possible, whether 
imports come through Canada’s western ports 
of entry, or the Middle West, or if they come 
through ports of entry in the provinces of 
Ontario and Quebec. This would tell me 
whether it is the quality or the design of the 
furniture which brings about increased 
imports. Then perhaps we would be required 
to stimulate our furniture makers into being 
more creative. 


The Chairman: I think the answer to your 
question would pertain more to the Depart- 
ment of National Revenue, which is not 
represented here today. However, perhaps 
Mr. Drahotsky, who is the Chief, Commercial 
Policy Division, Department of Industry, 
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could give us some information concerning 
this. 


Mr. Drahotsky: Mr. Chairman, I would like 
to answer that question. Statistics indicating 
the distribution of imports through ports of 
entry are available at the Federal Bureau of 
Statistics. If the Committee would like to 
have them they could be produced. 


The Chairman: Perhaps you could send 
them to Mr. Noél and then our Clerk could 
distribute them to the other members of our 
Committee, since this is an interesting ques- 
tion. Does this meet with your approval, Mr. 
Noél? 


Mr. Noél: That answers my question, thank 
you. 


[English] 


The Chairman: Are there further questions 
on the furniture aspect? 


Mr. Mackasey: Mr. Chairman, there was 
mention of the fact that we are beginning to 
export more furniture to the United States. 
Does this apply more to metal furniture than 
to wooden furniture? 


Mr. Burns: In terms of the actual volume 
of trade moving, wooden furniture is more 
prominent in our exports to the United States 
than metal furniture so far. 


Mr. Monteith: Mr. Chairman, may I ask a 
supplementary? You mentioned earlier that 
imports have been increasing but that on a 
percentage basis total consumption has gone 
down. We have the export figure for 1966. 
Have those exports been increasing over the 
years since 1962? 


Mr. Burns: Mr. Chairman, I do not have 
figures that correspond directly with the 
figures I gave earlier in relation to United 
States imports in 1966, but in terms of the 
Canadian export figures in this rather broad 
category of furniture and _ fixtures, our 
exports have increased from a level of $3.8 
million in 1963 to a level of $7.4 million in 
1966. 


Mr. Monteith: And you have no idea of a 
comparable percentage as far as their con- 
sumption was concerned? 


Mr. Burns: I would have thought it was an 
extraordinarily small percentage. 


Mr. Mackasey: Mr. Chairman, since we 
have pretty well established that the increase 
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din-exports is in wooden furniture, would you 
care to state whether in the research done by 
the Department of Industry that increase in 
exportation of wooden furniture is based on 
the price factor or on uniqueness of design? 


Mr. Burns: Mr. Chairman, subject to what 
Mr. Drahotsky may have to say on this, I am 
sorry that we did not bring an expert on this 
product area with us today. However, it is 
my understanding, as a layman, that in one 
or two important cases of Canadian exporters 
to the United States, the penetration of the 
United States market has been accomplished 
because of design factors rather than price 
factors. 


Mr. Mackasey: This of course, leads me to 
my point, that while the cut in tariffs may be 
very important it seems their importance 
applies mostly to those firms that are pre- 
pared for increased productivity or longer 
runs. Traditionally, wooden furniture facto- 
ries in Canada have always been a family 
unit. I think our main asset in penetrating the 
United States market could be uniqueness in 
the design of our products. We all realize the 
reputation that Danish furniture has built up. 
I am just wondering what the Department of 
Industry is doing in this field. Perhaps we are 
putting too much emphasis on reduction of 
tariffs and increasing the potential of longer 
runs and possibly the Department of Industry 
is not helping the small wooden furniture 
manufacturer in an area where he can make 
real progress, individual creativity of design. 


Mr. Drahotsky: Mr. Chairman, the Depart- 
ment of Industry has a very active design 
program of which a large portion is devoted 
to promoting improvement in the Canadian 
design, particularly in the furniture industry. 
There is also under consideration a moderniza- 
tion program for the furniture industry, but 
I cannot say at this time what stage this 
program has reached. Our Wood Products 
Branch is working on it in close co-operation 
with the industry and I could obtain further 
details from this Branch. 


The Chairman: Perhaps you could provide 
those details directly to Mr. Mackasey. 


Mr. Mackasey: Mr. Chairman, I know of 
the program. I just wanted the public to 
know that the Department of Industry has 
done a commendable job in increasing our 
exports by emphasizing uniquely Canadian 
design. This is the point I would like to make. 
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Mr. Monteith: As an aside, I think it might 
be pointed out that The Design Centre origi- 
nally was set up under the Department of 
Trade and Commerce and it has since been 
transferred to the Department of Industry. 


Mr. Mackasey: I am not concerned about 
any program that was instituted under Mac- 
kenzie King, I just want to know how well it 
is functioning in 1968. 


The Chairman: I think aside from the ques- 
tion of administrative responsibility for the 
program is the fact it has been expanded 
considerably in recent years and this gives 
the Department of Trade and Commerce 
additional selling points in its active efforts to 
promote the sale of Canadian furniture on the 
foreign market, which I am sure it is doing. 


Mr. Gilbert: I have three short questions, 
Mr. Chairman. Are the American tariff con- 
cessions being staged over a five-year period 
similar to the Canadian tariff concessions? 


Mr. Burns: Yes. 


Mr. Gilbert: And am I right in assuming 
that the weight of exports is to the United 
States, in other words that we export very 
little to Great Britain and European 
countries. 


Mr. Burns: Mr. Chairman, I would be glad 
to supply a detailed breakdown of our export 
figures. The United States market is certainly 
our most important market but I would 
expect that we would find that exports to 
various sections of the Caribbean would be of 
some significance. 


Mr. Gilbert: Have you any figures on 
imports from Scandinavian countries? Scan- 
dinavian furniture seems to be making quite 
an impact on the market. 


Dr. Annis: The dollar values of imports of 
furniture—and this includes mostly wooden, 
metal and other materials—in 1966 were as 
follow: Denmark $1,503,000, EEC, $728,000, 
the United Kingdom $579,000, Japan, $292,- 
000, and then there is a miscellaneous catego- 
ry for all others. Unfortunately I do not have 
a figure for Sweden here. Apparently it must 
have been smaller than these others or it 
would have been separately enumerated. If 
you wait a moment I think we also can get a 
figure for Sweden. 
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- The Chairman: Of course Scandinavian 
design has also been picked up by our own 
Canadian manufacturers and it may well 
be that a lot of the furniture that was 
Scandinavian is now actually Canadian 
manufactured. 


Mr. Gilbert: Mr. Chairman, this could very 
well be the case. 


The Chairman: It may be that the impact 
on our market from imports is not as great as 
one might think. 


_ Mr. Gilbert: It just indicates what great 
designers and planners those Swedish people 
are. 


The Chairman: I wonder if it is because of 
the concentration of Swedish industry in a 
few private hands—I am thinking of the Wal- 
lenberg family. I do not know if we would 
want such a situation here. We will have to 
‘discuss that at another time. 

Mr. Hales, perhaps you could ask your 
questions while the officials are checking the 
figures? 


_ Mr. Hales: Well, I have a different line of 
questioning. I do not want to disrupt the line 
of thought at the moment. 


The Chairman: Mr. Drahotsky, have you 
the figures now for Sweden? 


Mr. Drahotsky: Yes, Mr. Chairman. Imports 
from Sweden seem to be largely wooden 
household furniture, not upholstered, and in 
1966 these imports accounted for a dollar 
value of $157,000 out of $12.6 million of im- 
ports in this category. 


Mr. Gilbert: It just indicates how these 
Canadian manufacturers are stealing Scan- 
dinavian designs. 


The Chairman: So sometimes when we visit 
friends and they seem to be boasting about 
their Scandinavian furniture possibly it may 
be the product of Mr. Monteith’s area or Mr. 
Hales area, and may be Mr. Latulippe 
also has a_personal link with furniture 
manufacturing. 


Mr. Hales: We do not steal anything in our 
area. 
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. The Chairman: Mr. Hales, I believe you 
have a question. 
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Mr. Hales: Mr. Chairman, while the officials 
are here I would like to take advantage of 
their presence and ask some rather personal 
questions because they affect my area. I have 
three products in mind, namely farm milk 
coolers, home freezers and textiles. 


I would like to know that changes have 
been made concerning the importation of 
American farm milk coolers. Prior to the 
Kennedy Round these were imported to 
Canada free of duty because they were looked 
upon as an agricultural implement or prod- 
uct, as I understand it. Has been any change 
made on this? 


Dr. Annis: No, sir, there has been no change 
on that product. 


Mr. Hales: What is the American duty on 
Canadian made farm milk coolers going into 
the United States? 


The Chairman: Mr. Burns, will you be able 
to extract that on short notice? 


Mr. Burns: Mr. Chairman, as Mr. Hales 
knows, we have been aware that there is a 
discrepancy in the tariff treatment between 
Canada and the United States on this product. 
I am not immediately able to identify the 
tariff item under which this product is pres- 
ently dutiable on import into the United 
States, but I think I can say whatever rate 
was applied was reduced by 50 per cent in 
the Kennedy Round. I will identify the exact 
item to Mr. Hales at a later point. 


Mr. Hales: I see. So we have some advan- 
tage there. It will be approximately half of 
what it was before? 


Mr. Burns: That is right. 


Mr. Hales: Why would the negotiators not 
take this discrepancy into consideration? Why 
should we in Canada allow American milk 
coolers to come in duty free? 


Mr. Burns: Mr. Chairman, may I make a 
comment or two about this question? It has 
been clear that there is not complete reciproc- 
ity between Canada and the United States in 
the general area of agricultural machinery 
and equipment. There is a very broad range 
where in fact there is reciprocity, but on the 
periphery there are a number of products 
which are presently dutiable on entry into the 
United States and which, of course, have 
been free of duty on entry into Canada. This 
is a subject which we have discussed and are 
continuing to discuss with the United States 
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to see if ways can be found to establish pre- 
cise reciprocity. Certainly the product, farm 
milk cooler, is one of the priority items in 
these efforts to achieve a reciprocal arrange- 
ment with the United States. 


Mr. Hales: Could I ask if discussions were 
held with the Americans at the Kennedy 
Round on this very unfair situation? 


Mr. Burns: Mr. Chairman, certainly this 
question was raised with the United States 
during the Kennedy Round discussions. The 
problem in dealing with it in that context 
was, except for items where the present rate 
of duty in the United States is 5 per cent or 
less, the United States did not have authority 
to eliminate tariffs. Its authority was restrict- 
ed to 50 per cent reductions in their current 
tariffs, and we made it a matter of priority to 
ensure that for the particular tariff items 
under which farm milk coolers and a number 
of other Canadian agricultural products are 
presently dutiable we would at least get the 
50 per cent cut. 


The Chairman: Which was all the Ameri- 
can negotiators had the authority to make at 
that time. 


Mr. Burns: That is right, Mr. Chairman. 
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Mr. Hales: I think I have made my point 
that a very unfair situation exists for the 
Canadian manufacturers of farm milk coolers, 
of which there are three very large ones in 
Canada. They are up against free importation 
from the United States. This is most unfair to 
them, and while we are trying to correct this 
situation these poor firms are undergoing a 
real financial hardship. I hope I have made 
my point clear to the Committee and to the 
officials that although it may seem small in 
some respects it certainly is not a small prob- 
lem with these manufacturers and they are 
quite concerned about it. When they export to 
the United States they are faced with a 
tariff—granted it is half of what it was, 
which is some help—but in the meantime 
American farm milk coolers flood our country 
and they are up against a real hardship. 


Mr. Monteith: It has 
corrected. 


only been half 


Mr. Hales: Yes, half corrected, and only on 
the export side of the problem. 
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The Chairman: Could I ask a question on 
this point, Mr. Hales? Am I right or wrong in 
saying that the Royal Commission on Farm 
Machinery are presently holding hearings? Do 
these hearings deal with the whole question 
or on implements of interest only to western 
agriculture? 


Mr. Hales: The problem is that farm milk 
coolers should never have been classed as 
agricultural implements. 


The Chairman: I do not quarrel with the 
point you made. I just wonder if this is part 
of the terms of reference of the particular 
royal commission. I do not say that is the 
answer to the point, I just wondered about it. 


Mr. Hales: I think that is a good sugges- 
tion, Mr. Chairman. I might drop a letter to 
the chairman of that task force and bring it 
to their attention. 

My other question concerned home freezers. 
What transpired in that connection during the 
Kennedy Round of tariffs? 


The Chairman: Dr. Annis, would you like 
to start? 


Dr. Annis: A home freezer for Canadian 
purposes would be classified as a refrigerator, 
would it not? 


Mr. Hales: Yes, I think so. 


Dr. Annis: On refrigerators we have agreed 
to make a reduction of 24 percentage points 
staged over five annual instalments. 


Mr. Monteith: From what to what? 


Dr. Annis: From 224 to 20 per cent. I will 
check this, as I spoke from memory. 


Mr. Hales: This is on imports coming into 
Canada? 


Dr. Annis: Yes, sir. 


The Chairman: Mr. Burns, are you in a 
position to tell us something about export 
concessions, if any? 


Mr. Burns: Not for a moment. 


The Chairman: We will give you a chance 
to go through your documents. 

While this is being checked, I have a small 
procedural matter to bring to the attention of 
the Committee. We have received a letter 
from John D. Richard, who appeared with Mr. 
Gordon Hooper several days ago. This letter 
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has been circulated. I do not know if copies 
have reached the members as yet, and there- 
fore I will read it. It is addressed to myself as 
Chairman. It says: 


For the record, Mr. Gordon Hooper has 
asked me to advise you and the members 
of the Committee that he has not 
appeared before the Tariff Board in any 
appeal since the month of October, 1966. 

' Following his last appearance before the 
Tariff Board, Mr. Hooper informed inter- 
ested persons that he did not propose to 
appear before the Tariff Board in any 
further appeals. Mr. Hooper, who is now 
70 years of age, remains a Customs Con- 
sultant but no longer appears before the 
Tariff Board on appeals to that Board. 


Yours very truly, 
John D. Richard. 


As I said the letter is signed by John D. 
Richard, the barrister who appeared before 
the Committee with Mr. Hooper. I presume it 
will be agreeable to the Committee to 
include this letter in our record. 


Mr. Hales: It would appear for general pur- 
poses that the manufacturer of home freezers 
in Canada subjected to a 23 per cent reduc- 
tion on imports. 


The Chairman: Staged over several years. 


Mr. Hales: Yes, over a five year period. 
Were many concessions granted on the export 
of home freezers? 


_ Mr. Burns: Mr. Chairman, I would like to 
read a United States tariff item which I think 
is probably the item concerned. It reads: 


Refrigerators and refrigerating equip- 
- ment, whether or not electric, and parts 
thereof. 


The rate of duty before the Kennedy 
Round was 104 per cent. The rate when the 
concessions are finally in effect will be 5 
per cent. Exports from Canada to the United 
States in 1966 under the 103 per cent were 
$3.7 million. 
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Mr. Hales: Thank you, Mr. Burns. He 
gained 53 per cent advantage on his 
exports. I have no further questions, Mr. 
Chairman. 


Dr. Annis: May now I return? I should not 
have answered that question from mem- 
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ory. My memory fooled me in that case. I was 
thinking about another item. Actually, in the 
case of the home refrigerator the Canadian 
rate of duty is already 20 per cent and there 
was no change. 


Mr. Hales: No change. 


The Chairman: How did you get away with 
that? 


Dr. Annis: The rates that were above 20 per 
cent were brought down to 20 per cent in this 
field. This was an area in which we drew the 
line at that point and we were successful in 
maintaining it, 


The Chairman: It would appear that you 
got a concession the other way. 


Mr. Hales: This would not vary? This is 
from all countries. Suppose they came in 
from Europe? 


Dr. Annis: Yes, sir. 


Mr. Hales: So the manufacturer of home 
freezers came out on top in the Kennedy 
Round tariffs. 


Dr. Annis: Yes, sir. 


Mr. Hales: All right, that is good. In the 
textile field, what rate do finished shirts com- 
ing into Canada from Japan pay? I know the 
cloth factor might come in here. 


Dr. Annis: Finished shirts coming into 
Canada from Japan or any other country 
entitled to most MFN treatment would be 
subject to a tariff reduction. I should draw 
the distinction here that if they are wholly of 
cotton the rate would be reduced. Possibly I 
should look this up rather than answer from 
memory. They would be classified under tariff 
item 52305-1 on which the present MFN rate 
of duty is 25 per cent, which is being reduced 
to 224 per cent in five annual instalments of 3 
percentage point each. 


Mr. Hales: Is there much change if it is one 
of the synthetic products? 


Dr. Annis: In that case the present rate on 
the finished shirt, which would be classified 
under another tariff item relating to manufac- 
tures or wearing apparel of man-made fibres, 
would be 274 per cent. This would again be 
reduced to 25 per cent in annual instalments 
of a 4 percentage point. 
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Mr. Hales: What about the finished shirt 
which is made: of the same materials coming 
in from J apan? 


Dr. Annis: I am sorry, sir, I thought we 
were talking about the product. 


Mr. Hales: I am sorry, I mean the cloth of 
which the shirts.are made. 


Dr. Annis: All right. 


Mr. Hales: I think you will understand 
what I am _ getting at when we get these 
figures. | . 


Dr. eae 
revert back to cotton—there are. two tariff 
items which might be involved, but the rates 
of duty are the same depending on whether it 
is bleached or coloured cotton. In each 
instance the present rate on the cloth would 
be 224 per cent ad valorem, which is being 
reduced to 20 per cent over five steps of a 4 
percentage point each. 


- Mr. Hales: They are both the same? 


“Dr. Annis: Yes, both the same in the case 
of white cotton cloth or coloured cotton cloth, 
but it is different in the case of synthetics. 
The rates are higher and they are being fur- 
ther reduced. Just a moment, I had. better 
look this up. 


Mr. Gilbert: I have a supplementary, Mr. 
Hales. 


_ Mr. Hales: Yes. 


Mr. Gilbert: Would these rates be subject 
to any voluntary agreement on import quotas 
with Japan? 


@ 1235 


Dr. Annis: The rates of duty are not affect- 


ed by any voluntary export controls exercised 
by Japan. Where voluntary export controls 
are exercised those relate to volumes of ship- 
ments in given periods. 


Mr. Gilbert: Fine. 


Mr. Hales: The point is that the spread 
between the tax on the cloth and the tax on 
the finished shirt is not broad enough to 
encourage the manufacturer to make shirts 
in Canada and employ Canadians. In other 
words, the manufacturer of shirts in Canada 
is thinking in terms of closing up his plant 
and buying his shirts ready-made from Japan. 
I was trying to get at what the thinking was 
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behind this so that we could give more protec=' 
tion to the manufacturer in the textile field in’ 
order that we would import less from Japan 
and employ more Canadians. 


Dr. Annis: The effects of the Kennedy 
Round concessions in this regard are neutral 
in the sense that there is the same reduction 
on the finished shirt as on the fabric. I would 
say the Kennedy Round changes in a sense do 
not affect the competitive situation in that 
respect. | vy 


Mr. Hales: No. 


Dr. Annis: Your question, of course, goes 
beyond that. You have pointed to a very real 
problem which exists and to which I think 
there are no easy answers. Imports of finished 
shirts from Japan and other countries have 
been a matter of concern to Canadian produc- 
ers. Of course, looked at from the point of 
view of the primary textile producer, the cot- 
ton mill, imports of fabrics are also a prob-: 
lem. I am sure that while a greater reduction’ 
on the fabrics would have been welcomed by. 
the shirt manufacturers, it would not have 
been welcomed by the manufacturers of the 
fabric, firms such as Dominion Textile,. 
Wabasso, and so.on. In a sense I suppose’ 
there is a conflict of interest between two, 
Canadian groups of producers in that particu- 
lar regard. As far as cottons are concerned, 
the concessions provided for here, these 
reductions of duty, do not affect that one wise 
or the other. 


If we were to go on to the matter of the 
synthetics, the shirts made of man-made 
fibres, in that case the reduction on the 
finished shirt is again 24 percentage points, 
but in this instance, as of now the rate of 
duty on the fabric is a compound rate of duty 
that works out in ad valorem terms at a high- 
er rate than on a finished shirt. It is being 
reduced by somewhat. more than the rate on 
the finished shirt. ; 

The justification that has been ised in the. 
past for the persistence of a higher rate on. 
fabrics made of man-made fibres is that this 
is an area where imports, despite the rather 
high rate, have been very substantial. In 
relation to Canadian production, imports have 
been higher than they have been on the 
finished materials. On that point, at least as. 
far as men’s dress shirts are concerned, i 
think it would be fair to say that imports, 
while they have increased somewhat, still 
represent a rather modest proportion of the 
Canadian market. In saying that I would not: 
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deny that there has been some increase, and 
that this increase has been of real concern to 
Canadian producers. I know that it has been, 
and they have certainly made that view 
known to officials and to members of the 
government. 


Mr. Hales: Thank you. I would like to have 
seen a harder deal driven and more bar- 
tering done on the cloth or fabric used in 
shirt manufacturing and the tariff reduced to 
as low as possible a level so that we could 
have helped the textile industry, which is in 
very serious trouble. However, this is the pic- 
ture and it is a little better than it was. 
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The Chairman: Is there any further general 
discussion on the tariff Resolution? 


Mr. Mackasey: On that particular point, are 
we not subject as well to pressure from For- 
mosa or Taiwan in this area, aS we now are 
from Japan? 


Dr. Annis: Yes, sir. 


Mr. Mackasey: Do you think this is 
growing? 


Dr. Annis: Yes, sir. Imports of both fabrics 
and of made-up clothing articles from a num- 
ber of countries, which are often referred to 
collectively as low-cost sources, have been 
increasing and these are a cause of concern. I 
might add that despite this increase the Unit- 
ed States remains the single largest source of 
imports for most of the products concerned. 


Mr. Mackasey: I have one last question. In 
general are our exports to Japan greater than 
our imports from that country? 


Dr. Annis: Yes, sir, much greater. In abso- 
lute terms the growth in our exports to Japan 
has been fully as great as the growth in our 
imports from Japan over recent years. There 
has been growth on both sides, and our 
favourable balance has remained very large. 


Mr. Mackasey: Thank you. 


The Chairman: If there is no further gener- 
al discussion on the tariff Resolution I suggest 
we go into an in camera session to consider 
our report. I think we should decide whether 
we want to have the officials remain in order 
to provide technical information. 

I suggest, because we did not start quite as 
early as we usually do, that perhaps we can 
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at least begin consideration and possibly we 
will reach some degree of unanimity. Let us 
try to keep going for a period at least, and 
then we will be in a position to send this 
back to the House so that the business of the 
House may be able to proceed expeditiously. 
Do you want the officials to remain? 


Mr. Gilbert: There is very little hope that 
we will finish by one o’clock. I think we 
should have a fresh look at it on Tuesday 
morning rather than break it up by continu- 
ing now until one o’clock and still not finish. 


Mr. Monteith: There is another point, Mr. 
Chairman. I am wondering if, for instance, 
you have drafted any type of report yourself? 


The Chairman: I have a draft report. It is 
just a basic document in which I did not 
presume... 


Mr. Monteith: I quite understand. However, 
I wonder if you feel free to let members of 
the Committee have a copy as a draft. If you 
did this we might be able to deal with it 
more expeditiously on Tuesday. 


The Chairman: I could circulate this but it 
is really just a very basic document, and it is 
more in the form of a series of categories and 
basic information. If it is the wish of the 
Committee to finalize this on Tuesday morn- 
ing rather than of right now, we could do 
that. 


We will now adjourn until Tuesday morn- 
ing, when we will meet in camera to com- 
plete our report. Let us decide before we 
adjourn if we wish to have the officials with 
us to provide us with any technical informa- 
tion we may want. 


[Translation | 
Mr. Clermont: I believe that this would be 
preferable. 


The Chairman: Yes, it is preferable. 


We invite the officials who are with us now 
to join us and continue to assist us as they 
have in the past. I think before we adjourn it 
might be important to note for the record a 
word of appreciation to Dr. Annis, Mr. Burns, 
Mr. Drahotsky and Mr. Halvorson. These gen- 
tlemen have been most helpful to the Com- 
mittee in our study of these tariff Resolutions. 
Perhaps we have helped to establish the utili- 
ty of these types of direct exchanges between 
members and officials in standing committees 
of the House. We now stand adjourned until 
next Tuesday morning at 11 a.m. 
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REPORT TO THE HOUSE 


FRIDAY, March 1, 1968. 


The Standing Committee on Finance, Trade and Economic Affairs has the 
honour to present its 
NINTH REPORT 


In accordance with its Order of Reference of December 14, 1967, your 
Committee has considered the subject-matter of the proposed Customs Tariff 
resolution the texts of which were laid before the House, Monday, November 6, 
1967. 


Your Committee has held 22 meetings and has heard the following 
witnesses: . 
| The Honourable Mitchell Sharp, Minister of Finance 
The Honourable Robert Winters, Minister of Trade and Commerce 
The Honourable C. M. Drury, Minister of Industry 
Mr. John Munro, Parliamentary Secretary to the Minister of Manpower 
and Immigration. 


From the Department of Finance 

Mr. R. Y. Grey, Assistant Deputy Minister 
Dr. C. A. Annis, Director of Tariffs 

Mr. J. Loomer, Tariff Division. 


From the Department of Industry 

Mr. J. J. McKennirey, Director, Machinery Branch 

Mr. H. H. Wright, Industrial Policy Adviser 

Mr. L. F. Drahotsky, Chief, Commercial Policy Division. 


From the Department of Trade and Commerce 

Mr. M. Schwarzmann, Assistant Deputy Minister (Trade Policy) 

Mr. T. M. Burns, Director, Section II, Office of Trade Relations 

Mr. R. M. Esdale, Chief, Grain Division 

Mr. A. R. A. Gherson, Chief, United States Division, Office of Trade 
Relations 

Mr. R. M. McKay, Agriculture and Fisheries Branch. 


From the Department of National Revenue 


Mr. A. H. Halvorson, Customs Appraisal Division. 


From the Department of Manpower and Immigration 
Mr. Duncan Campbell, Acting Director, Programme Development 
Services. 


From the Consumers’ Association of Canada 
Dr. H. E. English, Executive Vice-President 
Miss F. Janzen, Executive Secretary. 
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From the Canadian Importers Association 
Mr. Ernest P. Carr, President 

Mr. Keith G. Dixon, General Manager 

Mr. Murray E. Corlett, Q.C., Counsel. 


From the Machinery and Equipment Manufacturers Association of 
Canada 


Mr. J. P. Finnigan, President 
Mr. H. J. A. Chambers, Past. President 
Mr. G. D. Lewis, Vice-President 


On Behalf of a Number of Importers of Machines 


Messrs. John Richard, Counsel and Gordon Hooper, Customs Con- 
sultant. 


From the Canadian Chemical Producers Association 
Dr. D. E. Jones, President 

Mr. D. D. Stokes 

Mr. R. B. MacPherson 

Mr. K. B. Mathewson 

pMreDaS. Hart 


Representing the Canadian Salt Industry 
Messrs. J. H. Rowland and A. D. Huffman 


From the Canadian Manufacturers Association 
Mr. Carl A. Pollock 

Mr. Archibald Johnston 

Mr, CE. Terrell 

Mr. R. Lang 


From Electrohome Limited 

Mr. Carl A. Pollock, President 

Mr. D. S. Sykes, Executive Vice-President 
Mr. William N. Hemphill, Secretary 


Briefs from the undermentioned were also filed with the Committee: 
Canadian Machine Tool Distributors Association 
Canadian Farm and Industrial Equipment Institute 
Dominion Chartered Custom-House Brokers Association 


The Committee recommends the subject-matter of the proposed Customs 
Tariff resolution to the House for its favourable consideration with the follow- 
ing comments: 

The Kennedy Round negotiations would appear to provide considerable 
potential benefit for Canada’s export trade and the Canadian economy. How- 
every, great care should be taken in the drafting of the Canadian legislation 
based on the new international anti-dumping code to ensure that interests of 
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Canadian manufacturers, workers and farmers are adequately protected. Your 


Committee recommends that the bill relating to this code be referred to this 


Committee for study in order that it may hear the views of those concerned. 


While the question of non-tariff barriers was not specifically included in 
the Committee’s Order of Reference, the matter came up from time to time 
in the course of the hearings. It is the view of the Committee that the Govern- 
ment should take cognizance of the danger that such trade barriers could 
possibly impede the beneficial aims of the Kennedy Round agreement. There- 
fore your Committee recommends that the Government should intensify its 
efforts to deal with existing non-tariff barriers and also be prepared to counter- 
act any new non-tariff barriers that may be created in order to ensure that 
Canadian industry and agriculture are not at a competitive disadvantage. 


Your Committee also recommends that the Government pay close attention 
to the manner of operation of the Adjustment Assistance and Machinery Pro- 
grammes to ensure that their aims with respect to furthering the best interests 
of labour and business in Canada are in fact being met and, for this purpose, 
that these programmes be reviewed from time to time by this Committee. 


A copy of the relevant Minutes of Proceedings and Evidence (Issues 
Nos. 12 to 25 inclusive) is tabled. 


Respectfully submitted, 
HERB GRAY, 


Chairman. 
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MINUTES OF PROCEEDINGS 


TUESDAY, February 13, 1968 
(34) 


The Standing Committee on Finance, Trade and Economic Affairs met 
in camera at 11.07 a.m. this day. 


Members present: Messrs. Ballard, Cameron (Nanaimo-Cowichan-The 
Islands), Cantin, Clermont, Flemming, Gilbert, Gray, Hales, Hees, Irvine, 
Lafilamme, Lambert, Macdonald (Rosedale), Mackasey, McLean (Charlotte), 
Monteith, More (Regina City), Wahn—(18). 


In attendance: Messrs. C. A. Annis, Director of Tariffs, Department of 
Finance; T. M. Burns, Director, Section II, Office of Trade Relations, Depart- 
ment of Trade and Commerce; L. F. Drahotsky, Chief, Commercial Policy 
Division, Department of Industry; A. H. Halvorson, Customs Appraisal Division, 
Department of National Revenue (Customs and Excise). 


The Committee had for consideration a draft Report to the House on the 
subject-matter of the proposed Customs Tariff resolutions. 


The Committee discussed the draft report and made a number of amend- 
ments and additions. During the discussion, Messrs. Annis, Burns and 
Drahotsky were called upon to clarify certain technical points. 


After further discussion, the draft report was approved, on division, and 
it was 


Ordered,—That the Chairman present the report to the House. (See 
pages 25—4 to 25—6) 

It was agreed to print as an appendix a telegram to the Chairman from 
the President of the Dominion Chartered Customs-House Brokers Association. 
(See Appendix CC). 


In accordance with the decision of January 18, 1968, the following replies 
to members are printed as appendices; 


Appendix DD: From the Department of Industry re furniture imports. 


Appendix EE: From the Department of Trade and Commerce re furniture 
exports and farm milk coolers. 


In accordance with the decision of February 1, 1968, the brief of the 
Canadian Farm and Industrial Equipment Institute, together with comments 
of Departmental officials, is included herewith as Appendix FF. 


In accordance with the decision of February 1, 1968, information provided 


by Canadian Chemical Producers Association in answer to a question on exports 
by Canadian-owned companies is attached hereto as Appendix GG. 


At 12.50 p.m. the Committee adjourned to the call of the Chair. 


Dorothy F. Ballantine, 
Clerk of the Committee. 
25—7 
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APPENDIX CC 


ZCWNBOTI1ZC 172/163 6 EX 
TLX WINNIPEG MAN 9 1040ACST 


MR HERB GRAY CHAIRMAN. 


STANDING COMMITTEE FINANCE TRADE 
AND ECONOMIC AFFAIRS HOUSE OF 
COMMONS OTTAWA 


WE ARE DISTURBED BY NEWSPAPER 
REPORTS INDICATING THAT CUSTOMS 
HOUSE BROKERS HAVE CRITICIZED THE 
DETAILED WORKINGS OF THE NEW 
MACHINERY PROGRAM INTRODUCED 
JAN 1/68 AS A RESULT OF THE KEN- 
NEDY ROUND NEGOTIATIONS. AS PRESI- 
DENT OF THE DOMINION CHARTERED 
CUSTOM-HOUSE BROKERS ASSCCIATION 
WHICH NUMBERS SOME 450 CUSTOM- 
HOUSE BROKERS ACROSS CANADA, I 
WOULD LIKE TO ASSURE YOUR COM- 
MITTEE THAT NO STATEMENT OF 
CRITICISM EMANATED FROM THIS AS- 
SOCIATION. RATHER, WE HAVE BEEN 
COOPERATING WITH BOTH THE 


DEPARTMENT OF NATIONAL REVENUE 
AND THE DEPARTMENT OF INDUSTRY 
IN AN EFFORT TO EFFECT SMOOTH 
IMPLEMENTATION WHICH WE FEEL IS 
IN TOE OBES D. INTERES ts 1 Olea. hy 
IMPORTING PUBLIC WHOM WE REPRE- 
SENT AND THE GOVERNMENT WHOM 
WE ARE LICENSED BY. 

FURTHER I HAVE BEEN IN TOUCH WITH 
MR HUGH THOMAS, PRESIDENT OF THE 
ASSOCIATION OF INTERNATIONAL BOR- 
DER AGENTS, WHOSE MEMBERSHIP 
INCLUDES MEMBERS OF THE DOMINION 
CHARTERED CUSTOM-HOUSE BROKERS 
ASSOCIATION OPERATING AT BORDER 
POINTS AND HE CONFIRMS AND CON- 
CURS WITH THE AFOREGOING STATE- 
MENT. 


CHARLES R RIESS PRESIDENT DOMIN- 
ION CHARTERED CUSTOM-HOUSE BROK- 
ERS. ASSOCIATION 500-356 MAIN ST 
WINNIPEG 1, MANITOBA. 


APPENDIX DD 


[Translation | 
OTTAWA February 12, 1968. 


Mr. A. Noél, M.P., 
House of Commons, 
Ottawa, (Ont.) 


Dear Mr. Noel: 

Last Thursday you requested information 
on household furniture imports, by provincial 
ports of entry. 


I am enclosing a table containing this infor- 
mation for the main items of household furni- 
ture, for the years 1964 to 1966. Unfortunate- 
ly, no previous figures were available on a 
comparative basis. 


Sincerely yours, 

L. F. Drahotsky 

Chief, Commercial Policy 
Division 

Office of the Economic Adviser. 
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HovusEHOLD FURNITURE ImporRTS, BY PROVINCIAL Ports oF ENTRY 


Unupholstered 
Province Year Wood Metal Upholstered Others Total 
$ $ $ $ $ 
Newioundland.cc... Jc ogee, 2 1964 9,525 3,185 675 PARA bY 15,457 
1965 10, 706 5,518 — COE 16,951 
1966 2,814 3,496 253 24122 8,685 
Nove Scotiagc. nr... Mm aay 1964 47,031 14,659 3, Loo 2,631 67,474 
1965 44 381 17,978 4,446 5, 804 72,609 
1966 59,422 9,377 9,490 8,095 86, 384 
Prince Edward Island......... 1964 2,560 3,490 940 — 6,990 
1965 — = — = — 
1966 819 “= 745 — 1,564 
New BIunsWwiek 6.6. ois claleals 1964 Sri iz 6,791 1,695 2,002 19, 200 
1965 21,319 11,072 667 2,020 35,078 
1966 15, 163 7,299 237 1,316 24,015 
RIO DOE a yee eels erage eae 1964 aol. UL. 581,465 370, 523 386,488 4,869, 783 
1965 4,329,577 636, 938 395, 100 391,487 D600, 102 
1966 4,224,981 543, 899 932, 167 379, 907 5, 540, 954 
MRUEANI saw cae eee 1964 3,937, 854 941, 134 464, 843 612,213 5,956, 044 
1965 4,743,521 1,036, 454 620, 662 599, 839 7,000,476 
1966 5,930,428 904, 283 433,047 613,073 7,881,461 
Manion... es 28, Lhe 1964 358, 184 86, 660 51, 586 27,055 523,985 
1965 359, 545 68, 174 34,976 36, 202 498 , 897 
1966 374, 582 43, 663 30,737 24,372 473, 354 
SSE CCH WAN cet orn 5 a ceils wr 1964 57, 927 24,045 12,084 6,180 100, 236 
1965 57,633 11, 744 13,611 3,821 86,809 
1966 32,455 8,749 17,973 6,906 66, 083 
Albertatiiy Ai Siecle 1964 335, 944 100,895 21,107 20,606 478,552 
1965 360, 307 56,673 31,278 301245 481,531 
1966 380, 636 49,899 52,948 30, 937 514,420 
British Columbia,«.w.« 9% < «t4 1964 969, 271 146, 763 84, 641 152,339 1,353,014 
1965 1,339, 535 127,441 102,060 174,996 1,744,032 
1966 1,572, 869 100, 678 85, 709 122,987 1, 882, 243 
WHR OU ei poe ead thee 1964 — — = — ret 
1965 — 376 — — 376 
1966 — — — — — 
CANADA V4 .oo7e ete, 1964 9,258,315 1,909, 087 1,011, 247 1,212,086 13, 390, 735 
1965 11, 266, 524 1,972,368 1,202,800 1,248, 169 15,689,861 
1966 12,594, 169 1,671, 343 1,023, 306 1,190, 345 16,479,163 


Source: Dominion Bureau of Statistics. 
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DEPARTMENT OF TRADE AND COMMERCE 


Ottawa 4, February 13, 1968 


Miss D. F. Ballantine, 

Clerk of the Standing 

Committee on Finance, Trade and 
Economic Affairs, 

House of Commons, 

Ottawa, Ontario. 


Dear Miss Ballantine: 


At the Committee meeting on February 8th, 
two questions arose on which I undertook to 
supply detailed information. 


Mr. Gilbert asked for information on 
Canadian exports of furniture other than to 
the United States. Attached are two tables 
extracted from the export statistics published 
by the Dominion Bureau of Statistics, show- 
ing Canadian exports of a number of classes 
of furniture for 1966 and for the first ten 
months of 1967. 


Mr. Hales enquired about United States 
tariff treatment for farm milk coolers. These 
products are dutiable on entry into the United 
States under tariff item 661.35, “Refrigerators 
and refrigerating equipment, whether or not 
electric, and parts thereof’, at 9 per cent ad 
valorem. The pre-Kennedy Round rate of 
duty for this item was 10.5 per cent, and the 
final rate when the United States reductions 
are completed on January 1, 1972, will be 5 
per cent. 

Yours sincerely, 
T. M. Burns, 


Director, Section II, 
Office of Trade Relations. 


1966 


Extract from Export Statistics— 
Dominion Bureau of Statistics 


Furniture, Wooden, Household, Not Up- 


holstered 


Country 
United Kingdom 
Belgium-Luxembourg 
Germany West 
Greece 
Netherlands 
Ethiopia 
Israel 
Republic of South Africa ... 
Japan 


oor oe ee 8 0 &© © @ 


oeeoereeoe eee ee 8 @ 


@) 0, €,'0, ©, 0, © ©6206, 01.0 (6 ele e 8 0 6 /@ 


eoceeewre eee ese 2 © & % @ 


eoesereoeer eee ee eves eee oo @ 


eoecerereverer oer eee eevee ee ee @ 


a ae ee ee 
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1966—con. 
Value 
Country $,000 
Furniture, Wooden, Household, Not Up- 
holstered 
Australia -:::1::. Cael eae) 2 
British -Guiana @SLens) Aree! 25 
Venezuela: -. (OM9 7), Ofte. Sem 1 
Bahamas 'Pi.7 P44: Sa £2 
Bering oe. RR, bo ie ade ahh 107 
Ber pasos. tile oo. eos 18 
SPAIATOA Sa Mirus. nS a ec, 3 
Leeward and Windward _Is- 
lands acai bRR Benes, 29 
trinidad, and: Tobago... a. 7 
Dominican Republic ......... 1 
Netherlands Antilles ........ 5 
St. Pierre and Miquelon ..... 22 
Pnrted’ States: 7). .ctac ces. ee 1,332 
1,576 


Furniture, Metal, Household, Not Upholstered 


United- Kingdom*2../02. 4798. 4 
Prance 920. SOL Pe aa 2 
Sweden. ie: 23 p08 2 RE. 2 
COPA N el has o6 2 eis 5s: acal's ak oa ed ke 4 
Waet= NOM, oie ew Siete acs ees ile 11 
PXNISE GAG isa oyeis Sale c chenscomennen aes 1 
British Crusania: on sera nek 18 
SurinamMir ous 7M. OO, RTA C 3 
Bahianyas: ee) et unter Sos ees ij 
Bermuda: .iis..... canned. « 20 
Barbados |... is sreeshineasie bos 13 
Leeward and Windward Is- 

Tands“). 3 Sede. Sen eae 16 
Prinidad..and, (LOoagOn oa. view 14 
Netherlands Antilles ......... 4 
St. Pierre and Miquelon ..... 9 
Prnited , States oe. .cc wena sae 81 

209 

Furniture, Household, Upholstered 

United Kin geom, 25 ieee eee 114 
Wetherlandsi, ¥. oi .iuts adore 26 
PthiOpias iii. o. ss. 4.5.s10e. SE 1 
Tapani ia. wer ta ews we 2 BE 1 
Perrvisl: CAMA |. «dana axes se 3 
Banamas: ...<. seks cs ss 5.0 eee 4 
Bermudas. Geen 5 wees eee 83 
Barbados, .ca vss oaks scene me 6 
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1966—con. 1966—con. 
Value Value 
Country $,000 Country $,000 
Furniture, Wooden, Household, Upholstered Office Furniture and Visible Record Equip- 
WA AiCAute nd, os ax Ue < Lee aes 3 ment 
Leeward and Windward Is- British Honduras < 34 atienetln 1 
lands GICARENGR. . aon ys 2a Barbad0e ack aeh aicce ee cee oh 
Trinidad “and-=2 Obag0 wee. ce 14 SAINIGISA; tity es ath alls 38 eee 59 
French West Indies .......... 1 Leeward and Windward 
Netherlands Antilles ......... 6 Eslands  .. PE Rian ao 24 
St. Pierre and Miquelon ..... 6 Trinidad and Tobago ........ 5 
binited. States ...22:..22s + ae 91 Dominican Republic. ........ 1 
Netherlands Antilles ........ 1 
370 St. Pierre and Miquelon .... 5 
United StateSjgeis sociation 1,789 
Furniture Frames and Household Furniture gl 4 
NES 
British. Guiana: . 7404422 S82: 39 
Surinam:+«::::. BBRIGA, eet 1 Furniture and Fixtures NES 
Patiamas --. VOR, DalsTt 1 Weed ~ TST ORT, a. es, Mees 76 
Bepmnuda: \sas:t2tce7>. Ree. 37 USI NANG Ree enaseherty sg Meat MR A x BC 9 
Parades. eA Roe oth ees 5 Belgium -Luxenipourg . "yo. 6 
Faenica- Betas... Se See 5 PVANCO seo), eitews aetnee Fasseec re ome 2 
Leeward and Windward Is- Germany West ............0. Lt 
ATO Si uicaehs se cea att sae 22 Netherlands {iw wisat .4ek dese 13 
Trinidad’and “Tobago... 689.4 7 NoOrwayiss?. veliae co eldartub «a $4 
Netherlands Antilles ......... 4 Switzertands,{as. areti. Riaek ae 1 
St. Pierre and Miguelon ..... 3 be bandon -vavnd ceeng Lise eck sieey 1 
Wnited States ....cc45 eee 53 Ghanac. 0. al Sfhevcod) tare & 12 
Republic of South Africa .... 16 
178 ' Congo Leopoldville .......... 28 
Isiberiarates®.. Sic. edhk Beds 2 
Ceylon ever. obs deeueetl, “ie i bet . 1 
Office Furniture and. Visible Record Equip- Malaysia & Singapore ...... 1 
ment | Pakistan ywievehttia ero Ye. ee. : 1 
United Kingdom oss ine, BR 9 Japan — EE DUP OWN aa. Ge F BA 1 Ouro 6 6 
Belgium-Luxembourg ....... 9 Viet Nam TD 2 pe Bee * 14 
France... biawhaiW bas. & 3 AUIGU ALS a me eo oo ame. nes 39 
Germany: West -oeccececeee.s 3 Driisn Gulanae. «oi. ceet eee 3a 
Sweden*-s2 720. 08BG04 5258, Di ‘} Argentina ....... eee eee eee 1 
Switzerland: -... 22425. 2908; 3 PETU ose eee eee ee eee eee 1 
Kuwait nie... rolouniM heme it 48 Slag pauceganin Mi ecmiende be > i : 
CMSA Si can nedaannean. ee 8 WeneZ rela may tg Ss  e 17 
Republic ot South Africa es 6 Bahamas Tete e Fetes eo SE eRe aoe lee oe 107 
RP TSL EY | ety nov elle Onto, has Meat lesa 3 Orinda: ita vale, noel ae eee 38 
Sevier... oe 1) Sees es 1 Biss: Honduras 2: Gen ee Z 
bss 5: Sieur Caan er Renee amare F< “lie 1 Barbados ....uunseccscs. ee 73 
IndonesiaasRiONg V. .piqueevon, 1 BAMMAIUCAy <.vc0n0ise or cpse an es SOD 88 
PAPA cn cuenrec oan, AMOUMMLA . 3 Leeward and Windward 
PMstralia, .csiawnnia wows UB 1 islandss at, 23)... 4. FOF A 46 
British. GUANA: biccniedetea ae | Trinidad <a! Tobago tn.) «ae 38 
PUCCINI 9 Maas sta as CRA ee: 1 QUDA  anatae aaa 1 » OER 3 
Bile no aw eae eae as ae NS 2 French. West Indies ..........0.5. 6% 1 
VenezZusla. wn sdoaee 5 in ees ae 8 Haiti, Republic. of: <sasea: nce chany 5 
BANANAS: anes enawa cea ane 50 Netherlands ‘Antilles i). ..0.00. 1 
PRCTINU GAs wicaidona ahi Prete +. oO 66 Wicaragua: «.s.2.+..9.. bah cbctat at erate ote 1 
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1966—con. 1966—con. 
Value Value 
Country $,000 Country $,000 
Furniture and Fixtures NES Furniture, Household, Upholstered 
se a . eS Pee eee eee 30 Netherlands !\:...:4.y,.. UCR 8 
Hp Wirgip aslandsdtioe. too) 6 : . . 
St. Pierre and Miquelon ...... Li. : aah Stakdorynstes: ; 
PTAC a SUG OS. so. ae situins wy on'tn, MAE L125 ,6 a a i Seeman ey eo ig PVE ae Soe 
Bermucdar tse co. wes eke eee ee 76 
2.622 1sar DAGGS Marunaginme ees Ga Cle 7 
GAMA ae oe ee 1 
Leeward and Windward Islands 9) 
1967—-January to October mrench West, Indies 4.) 1 
Extract from Export Statistics— Netherlands Antilles ........ 6 
Dominion Bureau of Statistics St. Pierre and Miquelon 8 
Furniture, Wooden, Household, Wnited,Statese «so ttctetetets 135 
Not Upholstered 252 
United: Kangdom +... ...105.f40.0% 1 
PPANCerts Peers oe tee re. 1 
sea BE Re bls Saee kk | ; Furniture Frames and Household Furniture 
OER aN A aie oe ee os 6 NES 
HALRINUECU Te lp h tgle aN Iat laut he inet 11 
URED TE 0 elegi peliadnds tie yagi at See 5 GUY ADSL” mmvovecsapert asia pecnaee tes 10 
POEL Om cee. omar tas sot. « o7 Ecuador. {tierce ied cee 1 
DOR OaOC ears bree St ne cs os 9 Suriname... wi), -eiiee oe 
BIA Rh TS he Aiea ee On Dae ne a 2 Bh erhestt, Ve, 28 Sam. Ao 1 
Leeward and Windward Islands Bete  POOMRI te | ai oe 
Trinidad and Tobago renner che 1 Peru da ry ae ee ee ee 20 
Netherlands Antilles ........ Z. British iHoOnaueas, . u. «cuca. 2 
St. Pierre and Miquelon... .. 21 Barbadosiswrsi...)zaas..d aceeirens: 3 
eae SLATES. ee ei 1,128 Leeward and Windward Islands 13 
1,251 Haiti, “Republic «Of +..:.:0.45 hei. | 
Netherlands Antilles ........ 5 
St. Pierre and Miquelon ...... 6 
Furniture, Metal, Household, Not Upholstered ignited? States mecitinsnes . he 51 
AE CeeC INS GON) 8s oc wast siete 9 
GOGO sete tiict. . Wise + see ete wy it 114 
ELL AAG Tak Depa gyyertuess cneseyss oA bree as 2 
PACT ieee tries Wa teat atte Eiatets « 1 
SPOR eT ave ae Poe eee ee 10 Office Furniture, Wooden 
SURMAOTt ey cat resets leet. ogetads 1 Uniteds Kingdom 2581 aus: 5 
ea AMOASt hae thes . Taelare srents 5 Union of Socialist Soviet 
eeRMUCa. ee . iia hice sy. ts Sou eG 24 Replica eee Ae & t 
British Honduras .........-. 2 Banainas’ seo tee. area ee oe 2 
Barbados .....--+.+-sseseees 8 Bermtda ove c. tor oe nae 14 
AI IaIC as eriaea tie + Lah. Shikteeedes \! ; 
: LATMAICa: 2.) gc: ssciean en omer 2 
Sie wand SRR Leeward and Windward Islands 2 
MrinicaG tan th ODae Or. vide eae 4 
Netherlands and Antilles .... { uae Rico ... fy Aaa aie. ‘ 
St. Pierre and Miquelon ..... . St. Pierre and Miquelon ..... ye 
RTCOL TALES. 5 « anon ee: sha * ikdal 85 United. Statesy con x ee cases Se 4 1,178 


164 1,226 
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1966—con. 
Value 
Country $,000 
Office Furniture NES 
WnitedsKingdom., ......,..s). » aber 19 
Bracers. .. 2.ieaie til Uist. Ae 1 
TAC cabs oes ohn «bee oor 3 
Republic of South Africa .... 3 
CongosKunshasal.te. . ci vate cae Z 
Bahamas es, HOLS, ie wae 2 ak 
Bermmrida? DAE HMO Te, st 45 
Barbados Pore BP CYSTS PAB 24 
JATMNAICA> s.crretamtots Pewee. 24m thes 39 


Leeward and Windward Islands an 
Trinidad and Tobago 
Cuba 
French West Indies 
Puerto Rico 
St. Pierre and Miquelon 
United States 


eeocee ee eee eee ee ee we ee ee 


eoocwee ee ee 


eecereeeeeceee ee ee eo 


Furniture and Fixtures NES 
United Kingdom 
Ireland 
Belgium-Luxembourg 
France 
Germany West 
Netherlands 
Switzerland 
Libya 


for) 


Sor OWFRWH OS 


eoceotereeeee ee 
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1966—con. 
Value 
Country $,000 
Furniture and Fixtures NES 

GEASS |b na Naedevew a sccuean ee 1 
Republic of South Africa .... 3 
Céylonwe....... SOLU, bre oxy 3 
HONS KON’ 6. eo esp ess Baits 4 
Pakistan ask. . Wiesdwardk as ous 10 
MOLI <5 ay Sabla 4k 6's oa) De ee 9 
Thavand neat. (abs ee. sss eso 1 
VWieteNamr. Resubliowsy sesso 1% 
Australianie ant Mestiesle~-Tt ) 26 
GLY AT Orgy 03:03 as thb ete beeps deve 32 
SUGMAAI Mituntiese sce npcnesestits ei bio bens 3 
VENCZUICLA |: 4s sn ae eee tes 9 
Bahamas .2.0G6vor feng w, 70 
Bermuda {...........8ereiele 33 
Barbados: +..2 22000. Gene ee? 28 
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APPENDIX FF 


CANADIAN FARM AND INDUSTRIAL EQUIPMENT INSTITUTE 
60 Adelaide Street East, Toronto 1, Ontario 


CUSTOMS AND EXCISE COMMITTEE 


Representations made pursuant to the invi- 
tation of the Chairman of the Standing 
Committee on Finance, Trade and Econom- 
ic Affairs on the Kennedy Round negotia- 
tions of the General Agreement of Trade 
and Tariffs. 


1. It is the opinion of this industry that in 
future negotiations of this type, a panel of 
advisors from industry, who are considered to 
be expert in this field, be made available to 
Government representatives before and dur- 
ing such negotiations. We feel that errors, 
which do not appear serious on the surface, 


but which could be extremely serious for cer- 
tain areas of Canadian Industry could be 
avoided. 


2. It is also apparent that when Remission 
Programmes are considered they should be 
administered by the Department of National 
Revenue and not the Department of Industry! 
We believe this is obvious when it is consid- 
ered how many senior Customs and Excise 
personnel were transferred to the Department 
of Industry recently in order to administer 
the machinery programme under Tariff Item 
42700-1. 


We would further submit that these Remis- 
sion Programmes effect Customs and Excise 
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administration from the time of importation 
and that it is virtually impossible to eliminate 
any one phase effecting an importation from 
Customs and Excise jurisdiction, whether it 
be tariff classification, Refund, or Drawback 
procedures or Appeal Procedures. 


3. In the administration of Remission of 
Duty on Tariff Item 42700-1, it has been ruled 
that there will be no Remission of Federal 
Sales Tax even though the 15% Customs Duty 
would be remitted. This appears to be a ludi- 
crous inconsistency. If a remission is granted 
it indicates that the machinery is not avail- 
able in Canada and in no way would cause a 
detrimental effect on Canadian Industry. Fur- 
thermore, we would submit that if this pro- 
gramme was designed to avoid penalizing 
importers when like goods were not available 
from Canadian sources, why would the 12% 
Federal Sales Tax not be remitted on the 15% 
Duty? 

The only effect this policy can have is to 
complicate the administration of the pro- 
gramme far beyond the value of the revenue 
involved and further complicating bookkeep- 
ing procedures within industry. 


4. Applications for Remission of Duty are 
being considered on a quantity basis. We 
would submit that if such machinery is not 
available in Canada it would be far easier to 
contro! at Customs Ports across the country if 
the remission was granted on a period of time 
basis. 

For example, if an importer expected to 
import twenty four machines of a certain 
type during a twelve month period and 
remission was granted the permit could cover 
a six month period. Prior to expiry of this 
permit, the importer would be required to 
submit another application stating how many 
machines had been imported to date and the 
latest estimate of machines expected to be 
imported in the next twelve months. This 
procedure could effectively ensure that any 
one importer did not corner the market in the 
event a Canadian Source was contemplated. It 
would also eliminate the necessity of each 
Customs Port in Canada being responsible to 
a Central Control for reporting each importa- 
tion on which a remission was granted. 


5. Another regulation made in the adminis- 
tration of Tariff Item 42700-1 is that the Cus- 
toms Duty on the first $500.00 does not quali- 
fy for remission. This rule is causing consid- 
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erable problems both for importers and the 
administration of the programme. Again, we 
would submit that if a Remission is to be 
granted, it does not affect Canadian Industry 
and consequently no exception should be 
made in granting the remission, unless of 
course it is not in the “‘public interest”. 


DEPARTMENT OF FINANCE 


Ottawa 4, February 12, 1968. 


Miss Dorothy F. Ballantine, 

Clerk of The Standing Committee on Finance, 
Trade and Economic Affairs, 

House of Commons, 

Ottawa, Ontario. 


Dear Miss Ballantine: 


You asked for comments on a submission 
which was made to the Committee under date 
of January 8, 1968 by the Canadian Farm and 
Industrial Equipment Institute. I should like 
to confine my comments to their first point. It 
appears to me that the other points already 
have been dealt with either directly or 
indirectly in the course of the Committee’s 
proceedings. 

I question the soundness of the Institute’s 
suggestion that in future tariff negotiations a 
panel of advisers from industry be made 
available to Government representatives 
before and during the negotiations. If my 
understanding of this proposal is correct, it 
would involve discarding the kind of consul- 
tative procedures which Canada used in the 
Kennedy Round negotiations through the 
Canadian Tariffs and Trade Committee, and 
adopting instead procedures along the lines of 
those which have been used by the United 
States. It might be thought that the latter, by 
giving industry representatives more of a say 
in the actual negotiations, would tend to pro- 
duce results more acceptable to the interested 
parties. However, on the basis of my own 
observations and discussions with members of 
other delegations, I doubt that this works out 
in practice. It seems to me that improvements 
in Canadian methods of consulting with 
industry should be sought through further 
refinement of present procedures rather than 
abandoning them and adopting the USS. 
system. 


Yours sincerely, 


C. A. Annis 
Director, Tariffs 
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Comments from the Department of Indus- 
try on the Canadian Farm and Industrial 
Equipment Institute’s Brief of January 8, 
1968, to the Standing Committee on fFi- 
nance, Trade and Economic Affairs 


1.” This, is’ a” matter” Of jbroad commercial 
policy consideration outside the bounds of 
this Department’s responsibility. However, it 
seems likely that the Canadian Tariffs and 
Trade Committee which was established 
specifically for the Kennedy Round negotia- 
tions, and which received extensive represen- 
tations from industry and other interested 
parties, would have taken these considera- 
tions into account. 


2. The Department of Industry’s role in the 
Machinery Program is compatible with its 
responsibilities vis-a-vis users and builders of 
machinery in Canada. Precise administrative 
arrangements have been worked out between 
the Departments of Industry and National 
Revenue to avoid any overlapping of func- 
tions. Basically, the Department of National 
Revenue continues to determine tariff clas- 
sification as well as to administer remissions 
once these have been granted by Governor- 
in-Council under Tariff Item 42700-1, the De- 
partment of Industry’s responsibility is relat- 
ed specifically to assessing the availability of 
machinery in Canada in order to recommend, 


or not, tariff remission. These functions, 
while complementary, are different and 
separate. 


The transfer of four officers of the Depart- 
ment of National Revenue to the Machinery 
Program Division of the Department of In- 
dustry was accomplished through the normal 
conpetition procedures of the Public Service 
Commission. One of these officers is at an 
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intermediate level, while the other three are 
at a junior level. The Machinery Program 
Division has a total staff of twelve officers on 
strength. 


3. Mr. Raymond C. Labarge, Deputy Minis- 
ter of National Revenue, provided extensive 
comment in respect of sales tax, in his letter 
of February 5, 1968, to the Committee, which 
was printed as Appendix Z to the minutes of 
Proceedings and Evidence of February 6, 
1968. 


4. Applications for remission of duty are 
considered for specific quantities of machines 
to be imported over a reasonable period of 
time, both factors being assessed in relation 
to the normal commercial operations of the 
applicant. This practice effectively avoids the 
likelihood of preemptive imports. 


The accounting control of importations 
subject to remission is centralized in Ottawa 
rather than at each Customs Port. 


5. The $500.000 minimum against which 
duty relief does not apply is calculated on the 
basis of each application. The principal objec- 
tive of this provision is to encourage import- 
ers to group their machinery requirements on 
one application, thereby minimizing the 
administrative costs of assessing applications. 

Because this provision has the effect of 
reducing the number of separate applications 
being submitted to the Department, it has in 
fact facilitated the administration of the Pro- 
gram; nor are there indications that importers 
are experiencing any difficulties as a result of 
this provision, which, in effect, simply 
requires them to make a single payment of 
$75.00 duty against the first of usually several 
importations covered by one application. 


APPENDIX GG 


THE CANADIAN CHEMICAL PRODUCERS’ 


Answer to Question on page 594 of Minutes 
of Proceedings and Evidence of the Stand- 
ing Committee on Finance, Trade and Eco- 
nomic Affairs 


On Thursday, February ist, Mr. Gilbert 
asked “if our exports are $400 million, what 


ASSOCIATION 


part of that $400 million 
Canadian-owned companies?” 


ANSWER 

25% is exported by Canadian-owned compa- 
nies and the remaining 75% by Canadian sub- 
Sidiaries of foreign companies. 


is exported by 
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Cantin, Lambert, Stafford, 

Comtois, | Latulippe, Thompson, 

Flemming, ) Lind, Tremblay, 

Gilbert, Macdonald (Rosedale), Wahn. 

Hales, McLean (Charlotte), 


Dorothy F. Ballantine, 
Clerk of the Committee. 


ORDER OF REFERENCE 
THURSDAY, February 29, 1968. 


Ordered,—That Bill S-25, An Act respecting London and Midland Gen- 
eral Insurance Company, be referred to the Standing Committee on Finance, 
Trade and Economic Affairs. 


Attest: 
ALISTAIR FRASER, 
The Clerk of the House of Commons. 
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REPORT.TO. THE. HOUSE 
THURSDAY, March 7, 1968. 
The Standing Committee on Finance, Trade and Economic Affairs has the 
honour to present its 
TENTH REPORT 


Your Committee has considered Bill S-25, An Act respecting London 
and Midland General Insurance Company, and has agreed to report it without 
amendment. 


However, your Committee recommends that the title of the French version 
of the Bill be amended to read ‘‘Loi concernant La London et Midland Com- 
pagnie d’Assurance Générale’. 


A copy of the Minutes of Proceedings and Evidence relating to this Bill 
(Issue No. 26) is tabled. 


Respectfully submitted, 


HERB GRAY, 
Chairman. 


26—4 


MINUTES OF PROCEEDINGS 


THURSDAY, March 7, 1968. 
(35) 


The Standing Committee on Finance, Trade and Economic Affairs met 
this day at 10.10 o’clock am., the Chairman, Mr. Herb Gray, presided. 


Members present: Messrs. Ballard, Cameron (Nanaimo-Cowichan-The 
Islands), Clermont, Gilbert, Gray, Irvine, Lind, Macdonald (Rosedale), More 
(Regina City), Noél, Thompson, Tremblay (Richelieu-Verchéres), Wahn—(13). 


In attendance: Mr. C. J. Connell, Group Vice-President of Avco Delta 
Corporation Canada Limited and Vice-President of London and Midland Gen- 
eral Insurance Company; Mr. K. R. Kirkpatrick, Vice-President and General 
Manager of London and Midland General Insurance Company; Mr. F. W. 
Rhodes, Secretary of Avco Delta Corporation Canada Limited, Secretary of 
London and Midland General Insurance Company, and Chief Counsel of Avco 
Delta Corporation Canada Limited; Mr. D. E. Patterson, Chief of the Registra- 
tion and Deposit Branch, Department of Insurance. 


The Committee proceeded to the consideration of Bill S-25, An Act re- 
specting London and Midland General Insurance Company. 


The Chairman introduced the Parliamentary Agent, Mr. David F. Alex- 
andor, who in turn introduced the officials. 


Mr. Alexandor read a prepared statement explaining the purpose of the 
Bill. 


It was moved by Mr. More, seconded by Mr. Lind, sponsor of the Bill, 


Agreed,—That the Statement read by the Parliamentary Agent be ap- 
pended to this day’s evidence. (See Appendix “HH’’) 


The Committee proceeded to the questioning of the witnesses. 


The examination of the witnesses being concluded, the Preamble was 
carried. 


Clauses 1 and 2 were adopted. 
The Title of the Bill was carried. 


It was agreed that the Chairman report Bill S-25 to the House without 
amendment. 


The Committee noted that the Company has a French name, the title in 
the French version of the Bill uses the English name. 
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On motion of Mr. Irvine, seconded by Mr. Lind, 
Resolved,—That the title of the French version of Bill S-25 be amended 
to read Loi concernant La London et Midland Compagnie d’Assurance Générale. — 


At 10.25 o’clock a.m., the Chairman excused the witnesses and the Com- 
mittee continued sitting in camera to discuss agenda and procedure. 


At 10.50 o’clock a.m., the Committee adjourned to the call of the Chair. 


D. E. Levesque, 
Acting Clerk of the Committee. 


EVIDENCE 


(Recorded by Electronic Apparatus) 
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The Chairman: Gentlemen, I think we can 
start unofficially for the moment in the hope 
that we will be able to proceed officially by 
the time we are ready to formally dispose of 
the Bill. 


The item on our agenda today is considera- 
tion of Bill S-25, an Act respecting the Lon- 
don and Midland General Insurance Com- 
pany. Representing the proponents of the Bill 
is their Parliamentary Agent, Mr. David F. 
Alexandor, and I will ask him to introduce 
the other members of the delegation. 


Mr. David F. Alexandor (Parliamentary 
Agent): Thank you, Mr. Chairman. Mr. Kirk- 
patrick, the General Manager of London and 
Midland General Insurance Company; Mr. 
Connell, Vice-President of London and Mid- 
land General Insurance Company and Mr. 
Rhodes, Secretary of the Company and Chief 
Counsel. 


The Chairman: Thank you, Mr. Alexandor. 
I note that the sponsor of the Bill, Mr. Jim 
Lind, who is also a member of our Commit- 
tee, is here and we ask that the record note 
that officially. I think we should hear first 
from the representative of the Department of 
Insurance in order that he may give us the 
comments of that Department on this Bill. 


Mr. D. E. Patterson (Chief, Registration and 
Deposit Branch, Department of Insurance): 
Mr. Chairman and honourable members, the 
sole purpose of this Bill is to change the name 
of this Company from the London and Mid- 
land General Insurance Company to Avco 
General Insurance Company. There are two 
reasons for this desired change. Primarily, 
this company is a member of the Avco group 
of companies, and Avco Corporation is the 
parent company of the entire group. Second, 
last year there was a company in the United 
Kingdom that used the words “London” and 
“Midland” as the main words in its name. 
That company went into bankruptcy and 
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there have been some questions as a result of 
that. The Department received several enqui- 
ries asking if there was any connection be- 
tween the two London and Midland compa- 
nies. There is no connection whatsoever, and 
that is the second reason for requesting this 
change of name to Avco General Insurance 
Company. . 


The Chairman: Mr. Patterson, speaking on 
behalf of the Department, is there any reason 
the Committee should not favourably recom- 
mend this change to the House? 


Mr. Patterson: Mr. Chairman, there is no 
reason of which we are aware. 


The Chairman: I think we should now call 
upon the Parliamentary Agent, Mr. Alexan- 
dor, and also his associates, to make a pres- 
entation to us. I note, which is in line with 
the previous discussion of this Committee 
with respect to consideration of private bills, 
that I asked our Acting Clerk, Mr. Levesque, 
to arrange to have some background material 
on the Bill distributed to the members before 
the hearing. This step was taken, and I trust 
we will be able to make this a continuing 
practice. 


I see we are now in a position to proceed 
officially and I ask that this be noted in the 
record. Mr. Alexandor, would you proceed? 


Mr. Alexandor: Thank you, Mr. Chairman. 
I would like to make a few comments on this 
background material which you have in front 
of you. There are five operating and active 
companies which are subsidiaries of Avco 
General Insurance Company which were 
inadvertently omitted from this list. They are 
Aveo CFC Limited, Avco Delta Dominion 
Limited, Aveo Delta Quebec Limited, Avco 
Finance Limited and Avco Highland Plan 
Limited. The list of companies numbered (1) 
to (8) are also subsidiaries. The companies 
numbered (4) to (8) are either nonoperative 
or intended to be nonoperative. In other 
words, they are not accepting new business. 


I would also like to say that there is an 
additional reason the company is seeking this 
change of name. I believe there are ten insur- 
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ance companies in Canada which use the 
word “London” as part of their corporate 
name. In an effort to achieve some form of 
distinctiveness the company wishes to change 
its name to Avco General Insurance 
Company. 
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I have no further comments. The gentlemen 
here, the officers of the Company, will be 
pleased to answer any questions you may put 
to them. 


The Chairman: I ask the Committee wheth- 
er they would like to see the statement dis- 
tributed yesterday by the Parliamentary 
Agent of the Bill, on which he has based his 
remarks this morning, made part of our 
record? I think we may as well. I do not 
think he has read it in its entirety although 
he has summarized it. I suggest the Commit- 
tee might want to incorporate it in our 
record. Our printed proceedings will note the 
additions. 


Mr. More (Regina City): I move that the 
statement distributed to us for consideration 
by Mr. Alexandor yesterday be made an 
appendix to today’s Proceedings. 


Mr. Lind: I second the motion. 
Motion agreed to. 


The Chairman: We are on the Preamble 
now. If Mr. Alexandor’s associates do not 
have any additional remarks I will open the 
meeting for questions and comments from the 
members. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Mr. Chairman, I have a point I would 
like to bring up. It has nothing to do with 
this Bill. You may recall that at earlier hear- 
ings of the Committee last year I raised a 
question about the various new life insurance 
companies being incorporated, and suggested 
at that time that perhaps the Committee 
should have some sort of hearing, some sort 
of investigation of the operations of the life 
insurance business. It seemed to me that we 
were proliferating them a great deal. This is 
not so in this case. It is an existing company. 


As you will recall, Mr. Humphrys told us at 
that time that the Department was a bit con- 
cerned about the continual incorporation of 
new life insurance companies and they were 
asking themselves whether they really were 
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necessary. You very kindly permitted me to 
have this exchange with the witnesses at the 
time... 


The Chairman: Perhaps I was too kind. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): ...and I wonder whether you have 
given any more consideration to the possibili- 
ty of the Committee’s having a sort of fact- 
finding session with representatives of the 
insurance companies and various other organ- 
izations so that we can find out what the 
policies of the industry are with regard to 
investment, costs, and so on, to guide us in 
future decisions. 


The Chairman: Speaking personally, I 
think it would be a very useful area of work 
for the Committee. We should note and 
remind ourselves that unfortunately the pres- 
ent rules of Parliament do not permit us to 
undertake independent investigations, no 
matter how useful members of the Committee 
may think they are. Instead, we have to have 
specific Orders of Reference from the House 
covering the areas we look into. 


Perhaps the useful thing for me to do in 
my capacity as Chairman would be to get in 
touch with the Minister of Finance to find out 
whether the government would be interested 
in asking the House to approve an Order of 
Reference in this regard. Mr. Patterson is 
here. He might want to take note of this so 
that if the advice of the Department is sought 
with respect to this informal request I am 
prepared to make on behalf of the Commit- 
tee, the Department will be able to express 
its views. 

As I say, speaking personally I think this 
would be a very useful area of inquiry by us 
although, as you very fairly point out, Mr. 
Cameron, this particular issue does not apply 
directly to this Company which already is 
incorporated. 


Mr. Clermont: Mr. Chairman, I understand 
from what was said before the Committee 
this morning that the companies numbered (4) 
to (8) in the paper delivered to us last night 
will be non operating companies in the near 
future. 


Mr. Alexandor: That is correct. 
Mr. Clermont: What about number (1)? 


Mr. Alexandor: Number (1) is an active, 
operating company. 


March 7, 1968 


Mr. Clermont: According to the last para- 
graph on page 2, one of the main reasons for 
your asking for a change of name is because 
the name of the present company is similar to 
one in England that is not operating any 
more. 


Mr. Alexandor: One of the reasons for the 
proposed change of name is that the name of 
the company, London and Midland General 
Insurance Company, is almost identical with 
that of an insurance company in the United 
Kingdom which recently became _ insolvent 
causing embarrassment to the company 
because there was confusion in the minds of 
some of the 6,000 agents and representatives 
of the company in Canada. 


e 1020 
Mr. Clermont: Thank you. 


The Chairman: Are there any further ques- 
tions on the preamble? 


Mr. Gilbert: Mr. Chairman, when the Par- 
liamentary Agent said that companies (4) to 
(8) are non-operative did he mean that they 
intended to wind them up? 


Mr. Alexandor: This is correct. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Except for No. (2), the Adanac Gener- 
al Insurance Company of Canada, I notice the 
others appear to be finance companies and, in 
one case, a motor company and, in another 
case, a realty company which was apparently 
an investment company. Are these to be part 
of your general insurance company opera- 
tions? 


Mr. Alexandor: No, sir. The parent compa- 
ny, Avco Delta Corporation Canada Limited, 
is generally in the business of finance and 
related activities. The only two subsidiaries 
which are in the insurance business are the 
company under consideration this morning, 
London and Midland General Insurance Com- 
pany and Adanac General Insurance Compa- 
ny of Canada. 


The Chairman: Mr. Alexandor, if you like, 
you too can call upon any of the people pres- 
ent from the companies to supplement or to 
add to your remarks in answer to any ques- 
tion or comment that comes forward from the 
Committee. 


Mr. Alexandor: May I clarify the answer to 
a member’s question—I think it was Mr. 
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Clermont’s. The other companies, Nos. (4) to 
(8), will either be wound up or disposed of. I 
should have added that. 


The Chairman: Just before the meeting 
opened Mr. Lind and Mr. Irvine brought a 
matter to my attention which they may want 
to bring to the attention of the Committee at 
this time. I understand they have noted an 
error in the translation with respect to the 
French text of the Bill. Perhaps you ought to 
bring this to the attention of the Committee. 


Mr. Irvine: Mr. Chairman, I would like to 
move an amendment to the title of the French 
version of this Bill. I think you do have a 
copy of the change as proposed. Because of 
my inferiority complex with regard to speak- 
ing the French language I would not want to 
desecrate it by trying to read it, and I would 
ask you, Mr. Chairman, to read it for me. 


The Chairman: I understand in the French 
version of the preamble of the Bill the pres- 
ent name of the company is given in French 
as “La London et Midland Compagnie d’As- 
surance Générale” and so the title should read 
“Loi concernant La London et Midland Com- 
pagnie d’Assurance Générale’. It is not a 
major point but one I think we should be 
concerned with if we want to see that the 
best style and form is used with respect to 
official documents in both of our official lan- 
guages. I think this is your point, Mr. Irvine, 
and Mr. Lind also brought this to our atten- 
tion. Is there any comment on this point? In 
other words, the present title refers to “Loi 
concernant la London and Midland General 
Insurance Company” and on further reflection 
it appears that the better style in French 
would be ‘“‘Loi concernant La London et Mid- 
land Compagnie d’Assurance Générale.” Yes, 
it actually was a mistake in the printing. The 
proper title of the Bill appears in French, but 
the printing of the preamble is not set forth 
properly. The Clerk informs me that in the 
past two alternate methods have been used to 
correct such a situation. One is to have a 
formal amendment; the other is to merely 
draw this to the attention of the House in our 
report. In order to avoid doubt, I think, an 
amendment should be made to dispose of this 
problem. 


@1025 


Mr. Irvine: I would like to move an amend- 
ment to the title of the French version of this 
bill: 
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«Loi concernant la London et Midland 
Compagnie d’Assurance Générale» 


instead of: 


«Loi concernant la London and Midland 
General Insurance Company» 


._ Mr. Lind: I second the motion. 
Amendment agreed to. 


The Chairman: Is there any further discus- 
sion on either amendment or the preamble? If 
not, let us proceed with formal consideration 
of the Bill. 


Clauses 1 and 2 agreed to. 
Preamble agreed to. 

Title agreed to. 

Bill as amended agreed to. 


The Chairman: Shall I report the Bill as 
amended? 
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Some hon. Members: Agreed. 


The Chairman: Gentlemen, we have com- 
pleted our consideration of this Bill. I wish to 
thank you for attending, not only to give us 
the necessary explanations but to provide 
background material. Your co-operation ena- 
bled us to expedite our consideration of the 
Bill. 


Before I adjourn the meeting I suggest that 
rather than try to convoke a meeting of the 
Steering Committee, which is difficult because 
we are all very busy, perhaps at this time we 
could have a meeting of the Steering Commit- 
tee in camera. There are some very important 
matters to discuss regarding our agenda. 


I excuse both Mr. Alexandor and Mr. Pat- 
terson, as well as their associates. I would 
like the interpretation staff to remain. 


Mr. Alexandor: Thank you, Mr. Chairman. 


March 7, 1968 
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APPENDIX “HH” 


Re: BILL S-25 


An Act respecting London and Midland 
General Insurance Company 
(By Parliamentary Agents) 


Delta Acceptance Corporation Limited was 
incorporated as a public company under the 
laws of Ontario by Letters Patent dated 
March 26, 1954. In July, 1962 Delta Acceptance 
Corporation Limited acquired the whole of the 
outstanding share capital of London and Mid- 
land General Insurance Company, a company 
which had been incorporated by Act of Par- 
liament dated July 17, 1947 under the name of 
the Progressive Insurance Company of Cana- 
da and had subsequently changed its name to 
London and Midland General Insurance Com- 
pany by Act of Parliament dated April 12, 
1957. Subsequently, Delta Acceptance Corpo- 
ration Limited changed its name to Avco 
Delta Corporation Canada Limited. 


London and Midland General Insurance 
Company carries on a general insurance busi- 
ness in most of the provinces of Canada. The 
main reason for the proposed change of name 
is that it is the policy of the parent company 
to foster a cohesive sense amongst all its sub- 
sidiary organizations by arranging for the 
word “‘Avco” to appear in the corporate titles 
of the various companies in the group. The 
following companies are also subsidiaries of 
Avco Delta Corporation Canada Limited: 


(1) Aveo Delta Realty Limited, form- 
erly Grand Prairie Investments Limited 


(2) Adanac General Insurance Company 
of Canada 


(3) The North West Mortgage and Fi- 
nance Company Limited 


(4) Consolidated Finance 
Limited 


Western 


(5) Empire Acceptance 
Limited 


(6) General Finance Company Limited 


Corporation 


(7) Lorne-Bruce Motors Limited 


(8) Waverly Finance Company Limited. 


Since Adanac General Insurance Company of 
Canada only underwrites special risks, and 
since there is little demand for this type of 
business, this company may be wound up in 
due course. It was intended to wind up The 
North West Mortgage and Finance Company 
Limited; however, it has been discovered that 
the charter is valuable for dealing in second 
mortgages in the Province of Manitoba. It is 
likely that the name will be changed in the 
near future. All of the remaining companies 
in this list are non-operating. It is intended to 
wind all of them up in the near future pend- 
ing, for example, the distribution of a desig- 
nated surplus (Consolidated Finance Western 
Limited), the maturing of debentures (Empire 
Acceptance Corporation Limited), and the 
transferring of any old business still remain- 
ing. A few of the companies are just corpo- 
rate shells. 


Therefore, in effect there are nine compa- 
nies in this group which are operating at this 
time. All bear the name “Avco” except Ada- 
nac General Insurance Company of Canada 
and London and Midland General Insurance 
Company. A tenth company (The North West 
Mortgage and Finance Company Limited) will 
be operating and will likely change its name. 


The company’s desire to change the name 
of London and Midland General Insurance 
Company has to some extent been enhanced 
by virtue of the publicity given to the insol- 
vency in the United Kingdom of an insurance 
company (entirely unconnected with the ap- 
plicant) bearing the same name. 
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STANDING COMMITTEE ON 
FINANCE, TRADE AND ECONOMIC AFFAIRS 


Chairman: Mr. Herb Gray 
Vice-Chairman: Mr. Gaston Clermont 
and Messrs. 


Ballard, Hees, Monteith, 

Cameron (Nanaimo- Irvine, More (Regina City), 
Cowichan-The Islands) ,Laflamme, Noel, 

Cantin, Lambert, Stafford ™, 

Comtois, Latulippe, Thompson, 

Flemming, Lind, Tremblay (Richelieu- 

Gilbert, Macdonald (Rosedale), Verchéres) ™, 

Hales, McLean (Charlotte), Wahn— (24). 


Dorothy F. Ballantine, 
Clerk of the Committee. 


“® Replaced Mr. Mackasey on February 15, 1968. 
® Replaced the late Mr. Tremblay on February 15, 1968. 


ORDERS OF REFERENCE 
THURSDAY, February 15, 1968. 


Ordered,—That the names of Messrs. Tremblay (Richelieu-Verchéres) and 
Stafford be substituted for those of the late Mr. Tremblay and of Mr. Mackasey 
on the Standing Committee on Finance, Trade and Economic Affairs. 


THURSDAY, February 15, 1968. 


Ordered,—That the Report of the Task Force on the Structure of Cana- 
dian Industry entitled ‘Foreign Ownership and the Structure of Canadian 
Industry” be referred to the Standing Committee on Finance, Trade and 
Economic Affairs. 


Attest: 


ALISTAIR FRASER, 
The Clerk of the House of Commons. 
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MINUTES OF PROCEEDINGS 


THURSDAY, March 14, 1968. 
(36) 


The Standing Committee on Finance, Trade and Economic Affairs met 
at 11.10 a.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Cameron (Nanaimo-Cowichan-The Islands), 
Cantin, Clermont, Comtois, Flemming, Gray, Lambert, Lind, Macdonald (Rose- 
dale), McLean (Charlotte), Monteith, More (Regina City), Noél, Thompson, 
saltsman, Tremblay (Richelieu-Verchéres), and Wahn—(17). 


Also present: Messrs. Faulkner, Gilbert and Lewis. 


In attendance: Mr. Melville H. Watkins, Associate Professor of Economics, 
University of Toronto, and Chairman of the Task Force on the Structure of 
Canadian Industry. 


The Chairman reminded the Committee that during the in camera por- 
tion of the meeting of March 7, 1968, the Committee had noted that there 
are two outstanding Orders of Reference before the Committee, namely, 

(a) By-Law No. 1 of the Canada Deposit Insurance Corporation, and 
(b) Bank Cost of Borrowing Disclosure Regulations. 

The Chairman read a draft Report to the House on the subject of the 

By-Law of the Canada Deposit Insurance Corporation which was approved on 


motion of Mr. Cameron (Nanaimo-Cowichan-The Islands), seconded by Mr. 
Comtois. 


Ordered,—That the Chairman present the Report to the House. 


With reference to the Bank Cost of Borrowing Disclosure Regulations, it 
was agreed that the Chairman would attempt to arrange a schedule of meet- 
ings for after the recess. 

The Committee then proceeded to consideration of the Report of the Task 
Force on the Structure of Canadian Industry. 

The Chairman introduced Professor Watkins, who made a statement and 
was questioned on the work of the Task Force and the major issues dealt with 
in the Report. 

At 1.15 p.m. the Committee adjourned to Tuesday, March 19, 1968, at 
11.00 a.m., when Professor Watkins will again be the witness. 

Dorothy F. Ballantine, 
Clerk of the Committee. 
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EVIDENCE 


(Recorded by Electronic Apparatus) 


Thursday, March 14, 1968. 


The Chairman: I think we are in a position 
to start, gentlemen. I now declare open this 
meeting of the Standing Committee of the 
House of Commons on Finance, Trade and 
Economic Affairs. 


[Translation] 


The Standing Committee on Finance, Trade 
and Economic Affairs is now in session. 
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[English] 

Gentlemen, today our order of reference 
from the House is that the report of the Task 
Force on the structure of Canadian industry, 
entitled ‘Foreign Ownership and the Struc- 
ture of Canadian Industry’, be referred to 
the Standing Committee on Finance, Trade 
and Economic Affairs. Our principal witness 
this morning is the Chairman of the Task 
Force, Professor Watkins. Before calling on 
Professor Watkins, there are one or two other 
matters of procedure I would like to dispose 
of. 

First of all, as outstanding orders of refer- 
ence we have By-Law No. 1 of the Canada 
Deposit Insurance Corporation and the Bank 
Cost of Borrowing Disclosure Regulations. I 
think I brought to the attention of the Com- 
mittee last week that the by-law of the Cana- 
da Deposit Insurance Corporation, which was 
referred to us, has since been amended to 
bring it into line with certain amendments to 
the Canada Deposit Insurance Corporation 
Act. However, these amendments have not 
yet been referred to us. I suggest to the Com- 
mittee there would be little point in our look- 
ing at a by-law which was not in the form 
actually being used by the Deposit Insurance 
Corporation. I would therefore like to recom- 
mend to the Committee that we agree on a 
report along these lines: 

On July 5, 1967, By-Law No. 1 of the Cana- 
da Deposit Insurance Corporation passed as 
Order in Council P.C. 1967-579, dated March 


30, 1967, and amended by Order in Council 
P.C. 1967-1065, dated May 26, 1967, was 
referred to your Committee for study. 


It has been brought to the attention of the 
Committee that the By-Law has been further 
amended by Orders in Council P.C. 1968-197 
dated February 1, 1968, and P.C. 1968-295 
dated February 15, 1968, in order to bring it 
in line with the recent amendments to the 
Canada Deposit Insurance Corporation Act. 
The amendments to the By-Law have not, 
however, been referred to the Committee. 

Your Committee is of the opinion that no 
useful purpose would be served by studying 
the By-Law in its original form, but would be 
pleased to study the revised By-Law should 
the House feel it is desirable. 

Are there any comments on this draft 
report? 

May I have a formal motion to approve 
this report? 


Mr. Cameron 
Islands): I so move. 


(Nanaimo-Cowichan- The 


Mr. Comitois: I second the motion. 
Motion agreed to. 


The Chairman: With regard to the regula- 
tions for disclosure of interest rates on bor- 
rowing from banks, I believe there are three 
or four groups that would like to submit 
briefs to us. Because we do not know at the 
moment exactly when the House might 
adjourn or prorogue for an interval, I think 
perhaps it would be best if we left this 
matter in the hands of the Chairman. I will 
attempt to schedule meetings to hear these 
briefs in line with the developments of the 
work of the House. Are there any comments? 


I have already read the order of reference, 
which is the main reason for our meeting 
today. I should report to the Committee, 
again in line with our discussions of last 
week, that I issued a press release in which I 
indicated that our first witness today would 
be Dr. Watkins. I went on to say: 
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It is expected that at subsequent meet- 
ings the Committee will hear from other 
Task Force members. Following this the 
Committee will go on to hear from in- 
terested groups and members of the 
public at further meetings which will be- 
gin after a period of time has elapsed 
during which briefs can be prepared and 
filed. 


I continued by saying: 

Because definite information is not 
available as to when the current session 
of the House of Commons may be 
adjourned or prorogued and when it 
may resume the Committee has, as yet, 
not set a final date by which all those 
who wish to express views on the 
report must file their briefs. 


I concluded by saying: 

... however, that all those wishing to do 
so should certainly begin preparing their 
briefs now and should indicate as soon 
as possible their desire to file a brief 
(and whether they wish to appear per- 
sonally before the Committee in support 
of it) to the Clerk of the Committee... 
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The news media were kind enough to give 
my comments some attention. Unfortunately 
perhaps, they did not see fit to indicate that I 
felt it desirable for interested groups to let 
the Clerk of the Committee know at the 
earliest date they were thinking of preparing 
briefs. Perhaps I might repeat this, because I 
think it was the key part of the announce- 
ment I made which arose out of the discus- 
sions of the Committee last Thursday. I think 
it is very important to us to know—once we 
know more about the sittings of the House, 
and so on—just what burden of work we 
face and the time we should allot for it. 

Our witness today is Dr. Melville H. 
Watkins. He studied at the University of 
Toronto and the Massachusetts Institute of 
Technology. He is on staff at the University 
of Toronto and is now Associate Professor of 
Economics. His particular interest in teaching 
and research is economic history. His publi- 
cations include the Economics: Canada, of 
which he was joint editor; Approaches to 
Canadian Economic History, again he was 
joint editor of this volume, articles such as A 
Staple Theory of Economic Growth, which 
appeared in the Canadian Journal of Eco- 
nomics and Political Science in May, 1963; 
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Technology and Nationalism, which appeared 
in a volume entitled, Nationalism in Canada. 
He has been a frequent contributor to the 
Canadian Forum and a member of the edi- 
torial board, and he also served as chairman 
of various community and other groups. 


Dr. Watkins, I would now ask you to pre- 
sent your brief. Even though copies were 
distributed before the opening of this meet- 
ing and because it is not too long, we might 
ask you to make your presentation by read- 
ing it or presenting it along the lines of the 
statement we have. 


Professor Melville H. Watkins (Chairman 
of the Task Force on the Structure of 
Canadian Industry): Permit me to begin, Mr. 
Chairman, by thanking this Committee for its 
readiness to hold hearings on the Task Force 
Report on Foreign Ownership and the Struc- 
ture of Canadian Industry so soon after its 
tabling in the House of Commons. I know 
that I speak for all of my colleagues on the 
Task Force when I say that we appreciate 
your interest and concern with our Report. 


I appear before you today in my capacity 
as head of the Task Force which prepared 
the Report. The Task Force was appointed a 
little better than a year ago to assist the 
government in examining the issue of foreign 
ownership and the structure of industry. The 
Task Force consisted of eight academic 
economists serving on the faculties of six 
universities. 


Appointments to the Task Force were 
made by a ministerial committee under the 
chairmanship of the hon. Mr. Gordon and 
further consisting of the hon. Mr. Sharp, the 
hon. Mr. Marchand, the hon. Mr. Teillet and 
the hon. Mr. Turner. The ministerial commit- 
tee oversaw the work of the Task Force and 
over the course of approximately one year I 
met with the committee some half dozen 
times. 

As well, there was a committee of senior 
officials which held about the same number 
of meetings, either with myself or jointly 
with the Task Force as a whole. This latter 
committee acted in a consultative role with 
the Task Force. 

The Task Force was instructed to prepare 
a report for the government on foreign own- 
ership and the structure of industry, to do 
such research as it deemed necessary, and to 
complete its work as quickly as it thought 
feasible. The Task Force proceeded to initiate 
some research projects and to prepare a 
number of background papers which would 
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facilitate the writing of its report. All mem- 
bers of the Task Force except myself under- 
took the writing of such papers, and we 
appointed a number of research associates to 
our staff to prepare special studies for us. 


It was understood from the outset that the 
ultimate disposition of our report was a deci- 
sion for the government. Our Report was 
completed for circulation to the ministerial 
committee on January 12, in English, and 
was tabled in the House of Commons, in 
English and French, on February 15, without 
endorsation by the government. It was hoped 
that its publication would contribute to the 
public dialogue on the issue of foreign 
ownership. 


It was never intended by the Task Force 
that its research studies and background 
papers should be published. A Task Force is 
not a royal commission. These papers were 
prepared for the purpose of the Task Force. 
They were circulated to ministers and senior 
officials for their information and to facilitate 
their consideration of the Report. Such argu- 
ments and findings of these papers, as were 
judged relevant and correct by the Task 
Force, were incorporated in our Report. The 
individuals who prepared these _ papers, 
whether members of the Task Force or 
research associates, are now at liberty to do 
with them as they wish, subject only to the 
necessary constraint of confidentiality which 
attaches to any of other data. 
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The ability of the Task Force to complete 
its work in less than one year reflects two 
facts. On the one hand, a good deal is 
already known about foreign ownership in 
Canada. from’ ~“both’ |“ pubic’ and™ “private 
research. Much of the Report is based on 
existing knowledge, and properly so. The 
most important purpose filled by the Task 
Force may well be to bring this knowledge 
before a wider audience. Oh the other hand, 
a Task Force does not have, and ought not to 
have, the luxury of three of four years 
before reporting. When dealing with an 
important issue, it should have some sense of 
urgency. 

The Report represents a consensus of the 
views of the members of the Task Force. 
While the Task Force consisted of eight per- 
sons, this statement, strictly speaking, applies 
to only six. Professors Rosenbluth and 
Woodfine ceased their participation in the 
work of the Task Force in early September 
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because of prior academic commitments. 
While the Task Force had reached a consen- 
sus in general terms on its proposals at that 
time, the Report itself had not been drafted. 


It has been said that if you put six econo- 
mists in a room to discuss any issue, you will 
get twelve opinions. That has not been true 
in this case. At the same time, consensus does 
not mean that every member of the Task 
Force agrees with every sentence, but rather 
that all six endorse the over-all Report. 


The dominant theme of our Report is that 
foreign direct investment should be seen in 
the framework of the operations of multina- 
tional corporations. What is involved is not 
simply a capital flow, as the term foreign 
investment seems to imply, but rather a 
package of technology, management, product, 
and market access, as well as capital. Hence 
the benefits from foreign direct investment 
are larger than they would be if only capital 
were involved. But so too are the costs. 


Most direct investment is accounted for by 
large corporations with market power, or 
oligopolists. Because these corporations are 
not fully disciplined by the market, they 
should be subjected to government policies so 
that they will more fully serve the public 
interest. When these corporations are 
foreign-owned, the need for government poli- 
cy is increased so as to mitigate any tendency 
for these corporations to be responsive to 
foreign laws and policies. 

There has been a tendency in this country 
for those who wish to minimize the costs of 
foreign ownership to insist that foreign- 
owned subsidiaries are really Canadian com- 
panies automatically respecting Canadian 
interests, or else that they are really global 
entities transcending the interests of nation- 
states. Both of these points of view represent 
wishful thinking. At least so far as American 
subsidiaries are concerned, when the chips 
are down these companies too often prove to 
be neither Canadian nor global, but 
American. 

The notion that companies can, or should 
be, a-national should be unacceptable to any- 
one who believes that the public interest 
always requires exercising some control over 
private power, and that the nation-state, 
whatever its limitations, remains the only 
effective means for doing that. 

The question is whether these companies 
are going to be Canadian or American. Our 
Report simply says that in certain critical 
respects such as foreign policy, the answer 
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must be unambiguous, that they are 
Canadian. 


On the basis of our conception of what 
foreign direct investment is really all about, 
the Report identifies six major issues and 
puts forth proposals with respect to each. 


1. Canada must come to terms with the 
multinational corporation as a fact of life. 
Foreign ownership and control are already 
pervasive in Canada and are likely to remain 
so. In order to provide a sharper focus for 
government policy, the Report recommends 
the creation of a special agency to co-ordi- 
nate policies with respect to multinational 
enterprise. We suggest a number of functions 
it might fulfil. 


One of these is to do research. In effect, 
work of the nature done by the Task Force 
shouid be continued on a regular basis. The 
issues involved are too important to be dealt 
with on the basis of an occasional crash 
program. The Dominion Bureau of Statistics 
has done first-class work on foreign invest- 
ment, and would be able to do more if its 
resources were increased, but policy-oriented 
research is not properly one of its functions. 
The Economic Council has been saying some 
useful things lately about the need to ration- 
alize Canadian industry and will certainly 
continue to do so. It has not, however, to date 
dealt in any comprehensive way with foreign 
ownership and it is, in any event, not direct- 
ly involved in the policy-making process. 
Individual departments can do worthwhile 
research but it is likely to be focussed on 
their specific interest. 


Canada needs a set of comprehensive poli- 
cies toward multinational enterprise, and this 
is not likely to emerge and be sustained 
unless an appropriate and responsible agency 
exists. Such an agency does not have to con- 
stitute any substantial addition to the civil 
service. In considerable part, personnel could 
be pulled together from existing departments. 
Also, the agency could be a section of an 
existing department, provided the head has 
access to the minister. 


2. There is a shocking absence of informa- 
tion about the activities of large corporations. 
Our Report recommends five specific steps 
that could be taken, though it recognizes that 
not all may be necessary. 


Concurrently with the work of the Task 
Force, the government has been considering 
amendments to the Canada Corporations Act 
and our Task Force has co-operated in that 
work. We certainly hope that action will 
shortly be taken in that regard. 
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It is recognized that all proposals in this 
area face possible difficulties as to the consti- 
tutional powers of the federal government. 
While the Task Force had legal advice on 
this matter, our general feeling was twofold: 
that the government should be willing to 
take initiatives that would test its constitu- 
tional rights, and that where federal power is 
lacking, provincial governments might recog- 
nize the importance of the issues involved 
and take the necessary steps. 


Because there are so many possible routes 
by which disclosure might be obtained, there 
is a danger of continuing to do too little 
under the guise of weighing the alternatives. 
Coming to terms with large private compa- 
nies regardless of the nationality of owner- 
ship is a minimum necessity, and company 
law is an obvious means. But the greatest 
potential probably lies in amending the Cor- 
porations and Labour Unions Returns Act so 
that, as a minimum, its original intent is 
served. 


Until appropriate steps are taken, the cor- 
porations themselves remain the chief 
repositories of information about their activi- 
ties. It may be that business associations, and 
even individual corporations, will appear 
before this Committee. I would be so bold as 
to suggest that in that case they should be 
encouraged to provide information on their 
activities not now available to the public as 
the quid pro quo for any special pleading. 
Otherwise, it may not be possible for a prop- 
er judgment to be made on their submissions. 


3. The economic benefit for Canadians 
from foreign direct investment is not as large 
as it should be in considerable part because 
of the absence of competition. Foreign firms 
sometimes come to Canada not for reasons of 
efficiency per se but because they want to 
hold a market share behind the tariff wall or 
to take advantage of advertising spillover. 
They may choose to lead a quiet life and not 
to compete vigorously with respect to price. 
Canadian policy should be directed toward 
maintaining competition within Canada by 
anti-combines policy and by tariff policy. 

Our Report does not spell out in detail how 
anti-combines policy should be changed 
because of a prior reference to the Economic 
Council in this regard. We do point out, 
however, that the revision of anti-combines 
legislation should be done in a way that does 
not preclude the rationalization of industry 
in the public interest. To combine the two 
goals of competition and rationalization is not 
an easy matter, but it should prove possible. 


March 14, 1968 


4, Without an appropriate set of industrial 
policies which create an efficient structure of 
industry in Canada, the benefits of foreign 
direct investment tend to be emasculated. In 
recent years, a good deal has been written 
and said about the virtues of tariff reduction. 
On the whole, the Task Force agrees with this 
aim, but tariff reduction is not the universal 
panacea to solve all our problems and it 
might well exacerbate some of them. 


The structure of Canadian industry is fre- 
quently one of too many and too small firms. 
Tariff reduction provides a spur for ration- 
alization, but does not in itself provide the 
means. There remains a need for leadership, 
planning and capital. The Department of 
Industry has played a role in the past and 
should continue to do so, but there is also a 
possible role here for the Canada Develop- 
ment Corporation to provide both entre- 
preneurship and capital. Also there is a need 
to ensure that American anti-trust legislation 
does not exclude American-controlled firms 
from the rationalization programs. 
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Tariff reduction will facilitate rationaliza- 

tion within multinational corporations and in 
a manner appropriate to their mode of opera- 
tions. The result could be more decisions 
made by the head office and less by the 
subsidiaries. In turn this could mean less 
sensitivity to Canadian interests and needs. 
This suggests that rationalization programs 
should be accompanied by deliberate meas- 
ures to ensure a stronger Canadian presence 
through Canadian ownership and through 
government policy. 
5. The Task Force feels very strongly that 
the intrusion of American law and _ policy 
into Canada through the vehicle of the 
American subsidiary in Canada must cease if 
Canadian sovereignty and national independ- 
ence are to be maintained. 

Our major recommendation in this regard 
is that a government export trade agency be 
created to ensure that export orders are filled 
when they conform with Canadian law and 
Canadian foreign policy. It also appears to be 
our most controversial recommendation. To 
speak frankly, I have been disappointed with 
the reception it has been accorded. United 
States restrictions on the freedom of its 
Canadian subsidiaries to export to Commu- 
nist countries is a serious matter, very proba- 
bly involving economic costs and certainly 
creating political costs. There has been a 
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tendency in this country on this issue either 
to engage in helpless hand wringing or to 
advocate intemperate responses such as 
nationalization. 


The Task Force worked long and hard to 
try to find a viable solution. We think we 
have succeeded, or at least that our proposal 
deserves serious consideration. If there are 
other solutions they should be brought for- 
ward, but some solution is better than none. 


Our proposal is a most moderate one. It 
would establish how many bona fide orders 
there actually are which are not being filled. 
If, as is sometimes alleged, there are few, 
then we would know this and a_ present 
source of tension in Canadian-American rela- 
tions would be mitigated. For genuine orders, 
in no circumstances would an American- 
owned firm be required to fill the order if a 
firm owned in Canada or overseas could do 
So. 

We are not trying to create trouble for its 
own sake. When the order could be filled only 
by an American-owned film, then and only 
then would the agency compel adherence to 
Canadian policy. 

Nor should credence be given to the argu- 
ment that corporations should be free to 
trade with whom they wish. American sub- 
sidiaries in Canada are incorporated under 
Canadian law, federal or provincial, and they 
should be responsive to Canadian policies 
and interests. Certainly they must not be 
permitted to argue that they should be free 
to choose whether or not to trade with Com- 
munist countries when they are, in fact, 
simply obeying foreign law. 


In the final stages of our work, the United 
States issued its new mandatory controls on 
direct investment. Our Report was virtually 
completed, and none of our major recommen- 
dations hinged on that fact. 


Canada has now been exempted from these 
controls. Given their consequences for the 
Canadian dollar in the past two months, this 
is a welcome development. 


There is an important lesson from this 
sequence of events. It is clear that doubts as 
to which national policy applies to American 
subsidiaries in Canada can, in the final anal- 
ysis, be resolved only in Washington. It is 
fortunate that American policy toward Cana- 
da is typically reasonable. There is, of course, 
a case to be made for ensuring that Canadian 
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policy toward the United States is such as to 
increase the probability toward that Ameri- 
can policy toward Canada will be favourable. 
But there is also a case to be made not only 
for vigorous Canadian policies which will 
ensure that in the future firms incorporated 
in Canada will instantly recognize that they 
are first and foremost Canadian firms, but 
also for policies which, in the long run, will 
increase the extent of Canadian ownership of 
Canadian economic activity so as to reduce 
our vulnerability to American economic 
policy. 

Furthermore, in order for Canada to carry 
out the commitment that we will not permit 
American subsidiaries in Canada to be used 
as conduits for U.S. funds to other countries, 
we may well have to introduce information- 
gathering procedures of a mandatory nature 
more or less along the lines which were 
recommended by our Report for at least the 
larger foreign-owned subsidiaries. 
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More generally, recent events suggest the 
need for exhaustive up-to-date information 
on the foreign exchange transactions of firms, 
information of the kind that results 
automatically under foreign-exchange con- 
trols. It should be possible to do this in the 
absence of foreign exchange controls. Cer- 
tainly the present guiding principles ques- 
tionnaire is grossly inadequate for this 
purpose. 


6. Foreign ownership creates benefits, but it 
is important that the share which goes to 
Canadians be maximized. It is generally 
accepted by economists that the most obvious 
benefit for the host country from foreign 
direct investment is the taxes collected. Be- 
cause of the great attention paid to the 
Canadian tax system as a result of the Royal 
Commission on Taxation, the Task Force did 
not involve itself in any detailed way in this 
area. 


We do make the general but important 
points that there should be an on-going 
examination of taxation procedures to ensure 
that Canada gets its proper share of taxes 
paid by multinational corporations, and that 
caution should be exercised in granting spe- 
cial tax arrangements or subsidies to indus- 
tries which are predominantly foreign-owned. 
There has been some suggestion that these 
recommendations imply discrimination, but 
this is not the case. In some respects, foreign- 
owned firms differ from Canadian-owned 
firms. Failure to obtain the full share of taxes 
in Canada from foreign-owned firms is likely 
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to rebound to the benefit of foreign share- 
holders or foreign governments. For domestic 
firms, failure to collect proper taxes in Cana- 
da may be socially undesirable, but it does 
not reduce over-all Canadian incomes and 
affects only their distribution. 


The Task Force strongly endorses the crea- 
tion of the Canada Development Corporation 


aS a means of increasing participation by 


Canadians, both as investors and as decision- 
makers. We have been accused of resurrect- 
ing worn-out ideas. There is, however, no 
virtue in novelty for its own sake and it was 
our conviction that the Canada Development 
Corporation was highly relevant and neces- 
sary, and that it should be created. If giant 
firms are a fact of life, the CDC might be 
thought of as a Canadian version thereof. 


This country has often taken institutional 
initiatives in the past, at least in a North 
American context, as in the creation of On- 
tario Hydro and the CBC. I think the CDC 
has similar possibilities to make a lasting con- 
tribution to Canadian economic life. 


The question of whether foreign-owned 
subsidiaries should be encouraged to issue 
their shares in Canada has long been a con- 
tentious issue. The Task Force considered the 
pros and cons at length and, on balance, came 
down on the side of more encouragement. 
The chief reason was because of the state of 
the Canadian capital market. A rising demand 
for equities is not being matched by a rising 
supply of Canadian equities. Canadian pur- 
chases of American securities have increased 
sharply in recent years and are likely to con- 
tinue to do so unless something is done. 

Our proposal in this regard is modest: that 
stronger incentives be considered to encour- 
age all large firms to issue shares in Canada 
and thus foster more Canadian ownership. 

Our proposals are numerous, but they are 
not a package. We are not presenting Canadi- 
ans with an all or nothing choice. Further- 
more, there is no necessary economic cost 
involved in implementing these proposals. 
Rather, they are intended to increase the 
economic benefits from foreign direct 
investment. 

If all of our proposals were put into effect, 
Canada would still have one of the most lib- 
eral policies toward foreign direct investment 
in the world. Foreign corporations should still 
find Canada a profitable place to invest. In- 
deed, with a better set of industrial policies 
on the part of the government they should 
earn larger profits, and Canadians should find 
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themselves deriving larger economic benefits 
and enjoying more political independence. 


My personal view is that our proposals add 
up to a bare minimum of what must be done 
over the near future if Canada is to have any 
kind of real independence. 


I hope that you will have occasion, Mr. 
Chairman, to invite my five colleagues who 
were on the Task Force and who are present- 
ly on this side of the Atlantic to appear 
before you. While each of them has wide- 
spread knowledge of the many issues involved 
in foreign ownership, you might find it par- 
ticularly useful to discuss with Professor 
Bonin licensing and joint ventures as alterna- 
tives to direct investment; with Professor 
Safarian the sources of economic growth, the 
performance of firms and the balance of pay- 
ments; with Professor Rotstein the politics of 
foreign investment and particularly extrater- 
ritoriality; with Professor Hymer the policies 
of other countries toward multinational enter- 
prise and the interrelationship of oligopoly 
and foreign ownership, and with Professor 
Masson foreign ownership in resource 
industries. 
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You might also find it useful to invite some 
of our research associates. I include at this 
point a list of names and topics which I think 
perhaps I do not need to read. 


The Chairman: No, we have it before us, 
Doctor. 


Professor Watkins: None of these research 
associates are responsible for the contents of 
our report and the use we made of their 
work. I would be pleased, Mr. Chairman, to 
answer any questions. 


The Chairman: Thank you Professor Wat- 
kins. Will those who would like to ask ques- 
tions of Professor Watkins please signify in 
the usual way. I have already noted for my 
list Mr. Wahn, Mr. Macdonaid and Mr. Salts- 
man. I also see Mr. Cameron, Mr. Clermont, 
Mr. Lambert and Mr. Flemming. To ensure 
some immediate balance between the various 
party groups, I may not take them exactly in 
this order, and I know the Committee will 
not object to that. We will start with Mr. 
Wahn. 


Mr. Lamberi: Pardon me, Mr. Chairman, 
may I raise a slight point of order. In view of 
the House business this afternoon I rather 
suspect that for this Committee a meeting this 
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afternoon will be highly impractical and 
therefore our questioning should be short. 


The Chairman: You have anticipated a 
point I was going to raise. I am glad you are 
implying agreement in advance that we 
should not attempt to meet this afternoon, 
because I think most of us are interested in 
this tax Dill. 


I would suggest, if we do not complete our 
questioning of Professor Watkins this morn- 
ing, that I attempt to find a mutual conven- 
ient time next week, if we are still sitting, 
when we could have Dr. Watkins back to 
pursue these very important issues before us 
with him at some greater length. This is why 
I suggested we have some _ alternation 
between the party groups in the first round 
rather than take the list in the immediate 
order I have it. We will start with Mr. Wahn. 


Mr. Wahn: Mr. Chairman, Dr. Watkins, 
your report suggests that we should proceed 
with the Canada Development Corporation. 
Various people have various ideas as to how 
this Corporation should be financed and what 
its objects should be, and sometimes these 
ideas are conflicting. Have you made any 
recommendation as to whether CDC should 
be financed solely by governmental funds, 
private and public funds, or private funds, 
and what basically should its objects be. 
Should it be to buy back Canadian businesses 
that have gone to the United States, should it 
be to prevent take-overs of Canadian busi- 
nesses—if these are the purposes then perhaps 
public funds are appropriate for its financing— 
or should it be to provide a medium for small 
Canadian investors to invest in Canadian 
enterprises or to provide Canadian capital for 
new enterprises. What should its objectives 
be? I put the question because until you 
decide what its objectives are you cannot 
determine what the nature of the corporation 
should be. 


Professor Watkins: That is quite right, we 
chose not to discuss directly the issue of how 
the Canada Development Corporation should 
be financed, but I think we were fairly 
explicit on what we thought its objectives 
should be, and there would then be certain 
implications for its finance perhaps follow 
from that. We thought it should be a develop- 
ment corporation in the sense of acting like a 
large giant holding company trying to organ- 
ize consortia of Canadian investors and 
Canadian and foreign firms for particular 
kinds of developments. We had in mind, for 
example, large resource developments in 
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which the Canada Development Corporation 
could be a catalyst and in which could play a 
leading role. We thought too that there was a 
possible role for the Canada Development 
Corporation in the rationalization of industry 
because, after looking at some other countries 
we thought it likely that the government 
could play an active role in this connection 
—but only if it is prepared to put up some 
equity capital. Indeed there are virtues in 
that because it gives some increased leverage 
to the government. 

As I said, we did not deal directly with 
implications of finance but I think that basi- 
cally we are not thinking of the Canada 
Development Corporation as a place where 
smail Canadian investors would necessarily 
want to put their money. We think the 
Canada Development Corporation, however, 
should attempt to engage in normal commer- 
cial practice. We see no reason that it could 
not engage in the kind of activities we are 
suggesting and be profitable. I suspect there 
is money to be made in big resource develop- 
ments, and money to be made in rationalizing 
industry. 
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Mr. Wahn: Would it be fair to say that you 
did not see it being used to prevent take- 
overs of Canadian companies or to buy back 
Canadian companies which have been taken 
over? 


Professor Watkins: We did not see it 
explicitly and directly in those terms but it is 
clear that if you have a development corpora- 
tion playing a leading role it is more probable 
perhaps, as in the case of major resource 
developments, that they will not fall com- 
pletely under the control of foreign firms. In 
that sense there would be more Canadian 
ownership and Canadian participation. 


We also did suggest in that context, with 
respect to financing, that there has been a 
great deal of interest in Canada, and properly 
so, in trying to substitute foreign debt for 
foreign equity, and in principle the Canada 
Development Corporation would be a means 
by which this might be done. That is, instead 
of foreign direct investment coming into 
resource industries one might imagine up to a 
point that the CDC provided that equity capi- 
tal, and then the CDC could in part be 
financed, directly or indirectly, by the sale of 
foreign debt. The Australians, for example, 
have made some attempts to do this. 


Mr. Wahn: Did you say that you did not see 
the Canada Development Coporation being 
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used as an investment fund for small Canadi- 
an investors? 


Professor Watkins: I do not think that was 
its primary object. 


Mr. Wahn: Was any research done to deter- 
mine whether it would be desirable to contin- 
ue existing legislative provisions which 
encouraged at least 25 per cent equity owner- 
ship by Canadians, in other words a minority 
position in Canadian enterprises? 


Professor Watkins: Our proposal in that 
regard is that incentives of that nature be 
increased but that we do not insist on Canadi- 
an ownership—simply that the shares be 
made available, be listed as it were, on 
Canadian stock exchanges and then Canadi- 
ans could participate. I am not quite sure 
what kind of research could be done on that 
kind of topic, but we certainly did look at 
some of the experience that has taken place 
under that legislation and we recognize that 
there are often problems for companies hav- 
ing to do with questions of timing and so on. 
We thought the nature of our proposal would 
make it a little easier for that to be done than 
has been the case, but we also felt that larger 
incentives would be required in order to get 
this. 


Mr. Wahn: In your view was there any 
merit in having a specific percentage of stock 
ownership required as the price of obtaining 
incentives, for example the 25 per cent 
figure? 


Professor Watkins: The per cent figure has 
been much talked about in Canada and I have 
no objection to that figure. The _ stock 
exchanges themselves tend to have rules as to 
how much of a company’s shares must be 
made available to the public before it can be 
listed, and I believe this is typically in the 
order of 20 or 25 per cent. 


Mr. Wahn: Was any work done to ascertain 
whether it would be desirable to develop a 
policy of buying back Canadian businesses 
which have fallen under foreign ownership, 
or do you have any views on that subject? 


Professor Watkins: Again we have no spe- 
cific objection to trying to do that, but we 
really wanted to recognize the fact that we 
are living in a world in which a great deal of 
the economic activity is dominated by giant 
multinational enterprise, and I do not think it 
is terribly realistic to imagine that you can 
really buy back in those kinds of cases. It is 
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not clear exactly what attempting to buy back 
would mean. At the same time we felt that 
while minority Canadian participation has 
some costs it also has some benefits, and on 
balance we thought the benefits outweighed 
the costs. 


Mr. Wahn: Thank you very much, Mr. 
Chairman. 


The Chairman: I would like to recognize 
Mr. Lambert next. Because we are not sitting 
this afternoon, I thought I would start off 
with some alternation between the party 
groups. However if nobody is particularly 
concerned about that, we will just proceed 
along. 
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Mr. Lambert: Thank you, Mr. Chairman. I 
would like to start my questions. 

In the second paragraph on page 4 Profes- 
sor Watkins makes reference to American 
subsidiaries: 

...when the chips are down these com- 
panies too often prove to be neither 
Canadian nor global but American. 


Now what concrete evidence do you have of 
that position? I put the question because I 
have made queries of the Department of 
Trade and Commerce for specific instances of 
complaints they have received of Canadian 
subsidiaries of American firms refusing to do 
business on the export market on instructions 
from head office. They say that outside of one 
or two they have had no factual evidence. 


Professor Watkins: Mr. Chairman, the 
major evidence I have on that is what has 
happened since our report was completed. In 
the last couple of months it surely has been 
clear that when American policy states that 
the subsidiaries of their companies should act 
in such a way as to improve the American 
balance of payments, these companies respond 
—indeed, overrespond—to these kinds of 
directives even though it is clear that the 
response is not in the Canadian interest. 


Mr. Lambert: But is there any evidence of 
directives? This is the point I am getting at. 
It may be hinted that there is, but... 


Professor Watkins: Directives from whom 
and to whom? 


Mr. Lambert: From the American head 
office to the subsidiary in Canada with regard 
to an excessive repatriation, they might say. 
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On the other hand, it could be merely that 
the treasurers of companies, whether they are 
American subsidiaries, British subsidiaries or 
others, who know they have payments to 
make in the future, are buying foreign 
exchange short. This, of course, has caused 
an increase of Canadian dollars on the inter- 
national market, thereby weakening the 
Canadian exchange position. Is this necessari- 
ly a behaviour pattern of an American com- 
pany? Is this not more of an exchange prob- 
lem, an exchange confidence problem? 


Professor Watkins: I am not denying that 
that phenomena is at work, but I am 
impressed by the sequence of causation in 
which these directives are issued by the Unit- 
ed States. The firms do respond as a result of 
the issuing of that directive by the United 
States. That directive is issued by the United 
States to its own companies within the United 
States. I would have thought on matters of 
major financial policy that head office would 
always send directives to its subsidiaries, and 
that the channels of communication must be 
fairly clear in these kinds of cases. 


There is another set of problems that has to 
do with the filling of export orders by these 
firms, and again it is quite clear what the 
American law is in this regard. It is quite 
clear what American directives mean to their 
parent companies. It is quite clear that under 
American law the subsidiaries of these com- 
panies are fully subject to that law and there 
surely must be communication between the 
parent and the subsidiaries to that effect. It 
may not be necessary to issue them directives 
on specific matters; they may simply know in 
general how they are to behave. 
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Mr. Lamberti: But is there any factual evi- 
dence that this is the pattern? As a matter of 
fact, I queried Trade and Commerce officials 
about this last week and they said there is 
very little factual evidence of this. One may 
suspect that the Trading With the Enemy Act 
of the United States might influence them, 
but there is no evidence to indicate that an 
American parent under threat of prosecution 
in the United States has directed or refused 
to allow one of its Canadian subsidiaries to 
deal with some foreign country that is not 
acceptable to the United States. 


Professor Watkins: I do not know how 
there can be any evidence if we are talking 
about communications taking place between a 
parent company and its wholly-owned sub- 
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sidiary. No one has access to that information. 
You would have to call company officials as 
witnesses in order to establish that. The 
Americans have a very elaborate set of rules 
and regulations. They certainly think they 
work. It would be rather odd if, in fact, they 
had no effect at all, and I admit it is very 
difficult to exactly establish what their effect 
is. We think if we set up this kind of govern- 
ment export trade agency its major initial 
benefit simply would be to give us some real 
information on this issue. 


Mr. Lambert: How would they get this 
information? 


Professor Watkins: Any state trading 
organization of a communist country would 
have the right to register its order with that 
agency. You would then know what the 
orders were and whether or not they were 
being filled. The agency would have follow-up 
procedures. 


Mr. Lambert: Is there anything to suggest 
that they are not able to obtain the goods in 
Canada? This is the point. I wonder if a sort 
of man of straw has been set up here by some 
means, or perhaps I should say a man of 
selling? 


Professor Watkins: We know there have 
been some cases that have come to the atten- 
tion of the press. It is very difficult to know 
exactly what is involved in those cases 
because of the absence of any kind of judicial 
procedure by which we could establish what 
is happening. We can certainly suspect that 
there are more cases than are known by the 
public. But I think the question of how many 
cases there are is not really the important 
issue, because if the American rules really 
worked there would be no cases at all. If you 
had no cases, what would that show? It might 
simply show that the American rules are fully 
respected by all Canadian companies. 


Mr. Lambert: I think that hypothesis is far 
too sweeping. 


Professor Watkins: I am simply pointing 
out a logical possibility, though. 


Mr. Lamberti: We can speculate all we 
want, but to establish this sort of thing in this 
sort of business you have to proceed on some- 
thing a little more factual. 


Professor Watkins: The purpose of our 
agency, Mr. Chairman, is to establish that. 
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Mr. Faulkner: Mr. Chairman, I would 
invite Mr. Lambert to investigate the posi- 
tion—and this is only one example—of Quak- 
er Oats in terms of selling flour to Cuba. I 
think a description of the arrangement which 
Dr. Watkins has given us is a pretty accurate 
one. We are not flogged with overt directives 
and public pronouncements. We are confront- 
ed with—‘‘insidious” is too strong a word—a 
pattern of communication which is very subtle 
and effective. That is only one case, but I 
suspect when we are dealing with a matter 
of principle that that is probably significant. 


Mr. Lamberi: Then I would put it to you 
that upon direct examination the Trade and 


Commerce officials said there were no 
complaints. 
Mr. McLean (Charlotie): Mr. Chairman, 


may I add a word to that? There have been 
occasions, aS reported in our papers, when 
Canada has lost $113 million on exchange. We 
know that one of the departments in the 
United States made it mandatory that the 
surplus cash the subsidiaries held in Canada 
must be repatriated to the United States and 
that, together with interest rates, brought on 
this exchange problem. On the one hand the 
United States takes it out of Canada and on 
the other hand they say, “Here is $400 or $500 
million to stop it” but the damage has already 
been done. I suppose your report was written 
before the new controls came out? 


Professor Watkins: The report was submit- 
ted on January 12, so it was virtually com- 
pleted when the new controls came out on 
January 1. We were slowed down for a few 
days trying to think about how they would 
affect our report. They did not affect it sub- 
stantially, partly because there was some rea- 
son to anticipate this kind of a ban. 
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Mr. Lambert: I have no more questions at 
this time. 


The Chairman: It appears to me that Mr. 
Lambert and some others present are asking 
questions, or making comments, on separate 
phases of this general issue. Mr. Lambert’s 
question seemed to be directed towards loss 
of trading opportunities in eastern bloc coun- 
tries because of alleged interference of 
American law; whereas, Mr. Faulkner provid- 
ed a specific instance of, and Dr. McLean 
drew our attention to, the balance of pay- 
ments effects, either direct or indirect, of 
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United States’ guideline policies designed to 
control or correct that country’s own 
problems. 


Before recognizing either Mr. Saltsman or 
Mr. Cameron perhaps I will allow these two 
gentlemen to decide between themselves... 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Let Mr. Saltsman go ahead. 


The Chairman: Before recognizing Mr. 
Saltsman, I would like to ask you, Doctor 
Watkins, what significance you have placed 
upon the fact that the Secretary of Treasury 
of the United States, Mr. Henry H. Fowler, 
issued a statement, or wrote a letter to our 
Finance Minister, in which he specifically 
said that it was not expected that subsidiaries 
of United States parent firms in Canada 
would be supposed to speed up the patriation 
of profits or balances. What significance do 
you put upon that action of the Secretary of 
the Treasury of the United States? 


Professor Watkins: The interpretation, Mr. 
Chairman, is obvious, that decisions in this 
regard are made in Washington, and when 
the Canadian government wishes to communi- 
cate with those portions of those firms that 
are American-owned it is most convenient to 
communicate with them through Washington. 


Mr. Salisman: Would Professor Watkins 
elaborate on what he talks about on page 9 
where he says that he was disappointed with 
the reaction to his recommendation of a trade 
agency? Who has been the cause of that 
disappointment? Has it been the academic 
community, the public, the press, or the 
government? 


Professor Watkins: I had in mind primarily 
the press. What I have been doing over the 
last few weeks has been, in part, looking at 
press reports. Generally, there seems to be a 
view that this agency is, as somebody put it, 
a non-starter. It seemed to me that the agen- 
cy really deserved rather more serious discus- 
sion than it had so far received. Many of my 
academic colleagues seemed to have no objec- 
tion to it. 

Of course, the government has_ not 
endorsed our report and therefore, quite 
properly, does not have a policy on this spe- 
cific proposal. 


Mr. Salisman: Are you in a position to tell 
the Committee what are the possibilities for 
acceptance of this recommendation by the 
government? 
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Professor Watkins: No, there is no way in 
which I could comment on that. The govern- 
ment has indicated its intent to give our 
report serious study. 


Mr. Salisman: What do you foresee as the 
consequences to Canada if the suggestions 
outlined in your report are not accepted? 


Professor Watkins: Are we now discussing 
the possibility that none of the proposals 
would be accepted? 


Mr. Salitsman: Or any of them; you have 
six major ones. Let us start with the export 
trade agency. Suppose this were not accepted. 
What do you see as the consequences for the 
future Canadian position? 


@ 1205 


Professor Watkins: In part, as I have 
already suggested in response to another 
question, there is genuine uncertainty about 
how many orders are involved and, therefore, 
what the economic and political costs are. In 
that respect I would have to try to guess how 
many orders there are, and I really have no 
basis on which to make such a guess. 

It seems to me, though, that if there is 
even a single case it does after all involve 
purely a political cost. It does mean that a 
question is raised about Canadian sovereignty 
and that there is a reduction in Canadian 
dependence. We certainly know the direction 
of the cost; we do not know the size of the 
cost. 


Mr. Saltsman: Do you feel that an export 
drive by the Department of Trade and Com- 
merce could possibly be frustrated because 
we do not have such an agency as the export 
trade agency, or because of these directives to 
United States companies? 


Professor Watkins: I think the Minister of 
Trade and Commerce has already indicated 
on some occasions that it would be quite 
unacceptable for foreign-owned and foreign- 
controlled firms not to be responsive to 
Canadian export drives for any reason. 


Mr. Salitsman: Has there been any indica- 
tion of what action the Canadian government 
would take if those directives were not met? 


Professor Watkins: I am sure they would 
make every effort to encourage these firms to 
obey Canadian law and Canadian policy. 

What we were trying to say in our report 
was that we felt that we would really 


762 


strengthen the Canadian hand if we had these 
kinds of explicit laws and an international 
agency. I have no doubt at all that the 
Canadian government makes every attempt to 
have Canadian policy respected. We thought 
that the existence of such an agency would 
strensthen the hand of Canadian officials. 


Mr. Saltsman: Were you able to evaluate 
how successful Canadian policy has been in 
ensuring that these export orders are met? 


Professor Watkins: Not really; because, 
again, there is this very serious problem 
about how to get information on this phe- 
nomenon. 

For example, it is quite possible that com- 
panies are approached with possible orders 
and simply show no interest from the very 
beginning. There would be no way of know- 
ing at all in these kinds of cases. To put the 
other side of the case, there is also no way of 
knowing whether orders are not being placed 
that are not really genuine orders at all. We 
just do not know. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Would you agree, Professor Watkins, 
that American-owned companies would not 
be likely to engage in the active promotion of 
trade with the communist countries of the 
world? 


_ Professor Watkins: They would not engage 
in it if it required their violating American 
law. There is a very elaborate set of laws 
which we try to summarize in this report. I 
think that is quite clear. 

At the same time, again as we indicate in 
the report, there is an agreement, popularly 
known, I believe as the Eisenhower-Diefen- 
baker agreement, between Canada and the 
United States that outlines certain conditions 
under which the United States will look 
favourably on having these orders filled. Es- 
sentially, they say that they will look favour- 
ably on such orders if there is no Canadian- 
owned firm which could fill the order and if 
the order is of economic significance to Cana- 
da. Our agency really institutionalizes that 
agreement. 


Mr. Saltsman: Did you consider incorporat- 
ing your trading agency as one of the func- 
tions of the Canada Development Corpora- 
tion; and that the Canada Development Cor- 
poration, as the holding company engaged in 
various activities, could. also engage in trad- 
ing, not necessarily only with the communist 
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countries, but might facilitate trading by 
smaller Canadian companies on their own 
behalf, thus establishing a very large trading 
agency that could do the job on behalf of 
various Canadian companies, as well as car- 
rying out this purpose? 


Professor Watkins: No, we did not consider 
that possibility. We were focusing on the 
Canada Development Corporation, as a devel- 
opment corporation, playing a certain role in 
a country in which there has been, and will 
continue to be, a heavy reliance on foreign 
capital. Under the terms of reference of the 
task force we did not want to become directly 
involved in the problem of trade promotion. 
We got involved in it only to the extent that 
was necessary because we thought there was 
a problem resulting from American owner- 
ship and the nature of American law. But we 
did not try in any comprehensive way to 
examine whether there should be marketing 
arrangements of the types that perhaps are 
being suggested. 
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Mr. Salisman: Now that the question has 
been put to you do you see this as a possible 
role for the Canada Development Corporation? 


Professor Watkins: I must say that it does 
not strike me immediately as an obvious role 
for it because again primarily it is a develop- 
ment corporation and there is some virtue, I 
think, in having institutions which have quite 
clearly defined functions. I suspect they tend 
to perform better when they are given quite 
narrowly defined functions to fulfil, but I cer- 
tainly think it is worth investigating that pos- 
sibility. We did not investigate it. 


Mr. Saltsman: Thank you. 


The Chairman: I am now going to recog- 
nize Mr. Macdonald, followed by Mr. Camer- 
on, Mr. Clermont, Mr. Flemming and Mr. 
Noel. 


Mr. Macdonald (Rosedale): Professor Wat- 
kins, I should like to ask you some questions 
about extraterritoriality, particularly the ex- 
traterritorial application in Canada of foreign 
anti-trust laws. I notice that on page 409 of 
the Report, paragraph 3 (c), you recommend 
there should be the. enactment of 

... legislation to prohibit Canadian com- 

. pliance with foreign anti-trust orders, 

decrees or judgments. 
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I take it the legislative scheme that you 
propose would really be a system of sanctions 
against the corporate officers of a Canadian 
subsidiary if they were found to have been 
obeying the foreign judgment in the antitrust 
field having extraterritorial effect. 


Professor Watkins: Yes. We cite the case of 
the Netherlands in our report; there would be 
a Canadian law that would say Canadian 
firms could not obey foreign laws or decrees 
of foreign courts. 


Now, aS we understand the matter with 
respect to American anti-trust, if an Ameri- 
can court issues an order and if it can be 
shown that in order to comply with that 
order the subsidiary of the firm ould be put 
in a position where it would have to violate 
the law of the host country, then the Ameri- 
can courts will relieve the American company 
and its subsidiary of the necessity of obeying 
its law. This, then, is to provide a means by 
which the American companies can go before 
the American courts and ask to be exempted 
from these regulations. 


I am not a lawyer, but we had legal advice 
and it is my understanding that this would be 
effective, or is certainly worth exploring to 
see whether it could be made effective. 


Mr. Macdonald (Rosedale): In other words, 
you are suggesting that since the dministra- 
tion of the American anti-trust law accepts 
the dictates of a non-American law within its 
own jurisdiction we should, in effect, put that 
law on our statute books, have a statutory 
declaration as to... 


Professor Waikins: Yes, that is right. Unit- 
ed States courts do recognize that it is improp- 
er to put their companies in a position where 
they must violate foreign law. We think the 
problem there has been in Canada is not the 
law. 


Mr. Macdonald (Rosedale): You do not fore- 
see the situation where the Canadian law is 
going to put the president of the subsidiary in 
jail, and under the Sherman Act they are 
going to put the president of the head office 
in jail and it is a question of which? 


Professor Watkins: No; we do not antici- 
pate that happening. 


Mr. Macdonald (Rosedale): With regard to. 
the export trade agency, do you anticipate its 


taking a more active trade promotion role 

rather than passive one? In other words, do 

you see it carrying outa role with regard to 
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the external marketing of products compara- 
ble to that of The Canadian Wheat Board in 
connection with grain? 


Professor Watkins: We made a passing ref- 
erence suggesting it might consider the possi- 
bility of a more active trade-promotion role, 
but we recognize that there are additional 
problems involved in that area. As I under- 
stand it, we already have large surpluses with 
most of these Eastern bloc countries and 
there may therefore be some _ problems 
involved in trying to promote exports. 


Again, we did not try to look in a compre- 
hensive way at the whole question of wheth- 
er, faced with state trading by communist 
countries, we should engage in state trading 
when we deal with those countries. That 
seemed to go beyond our frame of reference. 
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Mr. Macdonald (Rosedale): Apart altogether. 
from the Communist countries, the state trad- 
ing countries, you also have the problem I 
suspect with American subsidiaries—I have 
no direct evidence of this—that they are 
reluctant to compete in, let us say, foreign 
Western markets because they would be com- 
peting with either their parent or another 
subsidiary company. Would the proposed 
trade agency attempt to stimulate trade activ- 
ity to meet that problem? 


Professor Watkins: No. We are not saying 
that is not a problem, but our Export Trade 
Agency was intended to meet a very specific 
issue having to do with American extrater- 
ritoriality applying to a particular set of 
countries. . 

The other kind of problem you are raising 
is one that we would want to have studied 
and considered by the other special agency 
we suggested, which should deal directly with 
the problems of multinational enterprise. 

Unquestionably a problem exists about 
market sharing agreements within these mul- 
tinational enterprises. Really very little is 
known about this, particularly in Canada. We 
think this other special agency we have sug- 
gested should. collect information on that. 
The kind of guiding principles questionnaire 
we now have should be expanded so it would 
attempt to collect information about these 
kinds of restrictive agreements taking place 
within and among multinational firms. 

These are problems that cannot be solved 
by Canada anti-combines or anti-trust policy 
alone. There has.to be a kind of harmoniza- 
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tional policy and co-operation between, in 
particular, Canadian and American officials 
and we also propose that should be done. 


We think there is not genuine co-operation 
at present; American firms simply take 
actions, and we respond to them. 


Mr. Macdonald (Rosedale): To move to the 
multinational corporation, there seems to be a 
tendency by such multinational corporations 
to seek to get 100 per cent; for example, the 
Ford of Canada situation a few years ago. 
Were you able to arrive at any conclusions 
concerning the guiding motive of over-all cor- 
porate management in going for 100 per cent 
instead of leaving the minority interest there 
which, if nothing else, would at least share 
the capital risk involved? 


Professor Watkins: I am not a business 
man, and I say as well by way of introduc- 
tion that Professor Hymer who is on the Task 
Force knows a good deal more about this 
particular topic than I. As I understand it, it 
seems very straight forward. These firms find 
minority shareholders a nuisance. Typically 
they also have branches and _ subsidiaries 
abroad because they own patents and copy- 
rights, and from the way an economist looks 
at it they are earning rents on these monopo- 
ly. advantages and quite properly, from their 
point of. view, they do not wish to share those 
rents. 

I think perhaps the main point is the 
administrative point. I imagine they say to 
themselves, ‘“‘Well, we do not sell shares in 
California. We do not have a separate entity 
in California, we do not have shareholders of 
a California company, why should we have it 
in Canada”? 


Mr. Macdonald (Rosedale): Do you think 
there is a motive that if it is a wholly-owned 
subsidiary they can engage in. non arms- 
length transactions with regard to... 


Professor Watkins: Yes, there is no prob- - 


lem then. Particularly in the Canadian case 
they are simply private companies and almost 
nothing is known about what they are doing. 


Mr. Macdonald (Rosedale): You did not 
really go into the question of whether our 
taxation system now provides sufficient pro- 
tection on non arm’s-length fields between 
Canada and the United States? 


Professor Watkins: We did not go into that. 
As I indicated in my previous comments, a 
general feeling we had and also from talking 
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with ministers and officials, was that in view 
of the work of the Royal Commission on Tax- 
ation we ought not get involved in any sub- 
stantial way in the taxation problem. 


Again, we think this other special agency 
we suggested to deal with multinational 
enterprise should undertake as one of the very 
first things, perhaps, a quite careful examina- 
tion of our procedures with respect to the 
taxation of multinational enterprises. There is 
no suggestion by the Task Force that this is 
not being properly done at present. Our feel- 
ing is that we really do not know. 
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We do know that in recent years, faced 
with their balance of payment difficulties, 
American officials have begun to police the 
transactions of multinational enterprise much 
more carefully than they have in the past 
because it does matter to them whether taxes 
are paid outside or within the United States. 
And we think Canada in particular, since we 
have so much of this American investment, 
ought to do at least some examination on this 
side to make sure we are continuing to get 
our share of these taxes that are being paid. 


Mr. Macdonald (Rosedale): A final ques- 
tion, Mr. Chairman: With respect to the dis- 
closure of financial records one of the objec- 
tions made by the public companies is that 
they have to. disclose their financial terms 
while the private companies do not. Let us 
take, for example, the eastern Canadian sugar 
refineries. One is foreign-owned and one is 
publicly listed on the Canadian Stock Ex- 
change. One is a private company owned by a 
very closely held group in Montreal. Would 
you recommend the abolition of the private 
corporations status under Canadian corporate 
law? 


Professor Watkins: In our Report we say 
that all companies of any significant size 
would have to disclose. Certainly a point 
often made at present by companies now dis- 
closing is that this puts them at an unfair 
advantage. The answer, of course, is not that 
they should not disclose, but that everyone 
else of any size should, in fact, be disclosing 
as well. a 


Mr. Macdonald (Rosedale): I am not sure 
Mr. Eaton is going to like that. 


Professor Watkins: The additional point I 
should make of course, Mr. Chairman, is that 
there are some private Canadian companies 
but if you look at the large companies you 
will find that 75 to 80 per cent of the large 
private companies in Canada—at least 75 to 
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80 per cent in our estimate attempted to bias 
it so that we would not exaggerate the 
point—is foreign-owned. So there are some 
private Canadian companies but there are not 
very many. 


Mr. Macdonald (Rosedale): Thank you. 


The Chairman: I have Mr. Cameron fol- 
lowed by Mr. Clermont. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Professor Watkins, I should like you 
to elaborate on the statement you made on 
page 5 of your brief where you say: 

Canada must come to terms with the 
multinational corporation as a fact of life. 


I presume you have in mind those corpora- 
tions that are mainly American in origin, or 
the parent company is American based, but 
which has subsidiaries in various countries in 
the world. It is not a case of mixed ownership 
particularly; rather the mixed legal national- 
ity of these various companies that you have 
in mind when you speak about the national 
corporations? 


Professor Watkins: A multinational corpo- 
ration means in one level nothing more than 
a firm that operates in more than one 
country. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): When you say that we must come to 
terms with them, what do you have in mind? 
What sort of things do you think we should 
be doing in the face of this? 


Professor Watkins: Basically, Mr. Chair- 
man, some of the recommendations we made 
such as our special agency to deal with multi- 
national enterprise; in other words, that we 
recognize what foreign ownership is about in 
Canada is not simply that we need capital 
from abroad; that what we are dealing with 
are these giant companies and we then have 
to articulate a set of policies that recognizes 
two things, that there are large companies 
and many of these large companies are 
foreign-based. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): But in answer to Mr. Macdonald you 
said that you had not really considered the 
problem he brought up of the control by an 
American parent.company over the sales poli- 
cies of a Canadian subsidiary vis-a-vis the 
sales policies of another American-owned 
company in another country. 
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Professor Watkins: Mr. Chairman, my 
previous answer had to do only with the con- 
text of what we were then discussing, trade 
with Eastern bloc or Communist countries. 
We certainly did try to look at the general 
question of the implications of multinational- 
ity of these enterprises and certainly were 
conscious of the fact that they have market- 
sharing agreements, that they have freedom 
to shift operations from one country to anoth- 
er, that there are various kinds of restrictions 
that may be placed on particular subsidiaries, 
but not much is known about this. Again the 
guiding principles questionnaire could 
attempt to collect some of these kinds of 
information. It is very hard to get it if you 
are on short notice. 
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Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Your suggestion is for an agency that 
would include that agency’s dealing with that 
aspect of it as well as the American govern- 
ment policy that impedes the trading policies 
of Canadian subsidiaries with Communist 
countries? 


Professor Waikins: We propose two agen- 
cies. One is a government export trade agen- 
cy to deal with these specific problems of 
American control over certain kinds of trade 
with certain Communist countries. The other 
agency is a broad agency to co-ordinate poli- 
ey in general with respect to multinational 
enterprise, to play a policy-making and co- 
ordinating role. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): To turn to another matter, Mr. Chair- 
man, in paragraph 2 on page 22 of your Re- 
port you suggest that the requirements for 
capital for investment may be met from 
domestic sources in times when the Canadian 
economy is in a somewhat depressed condi- 
tion. Can you elaborate a bit on that? 


Professor Watkins: Yes. This is an argu- 
ment that suggests when you have unemploy- 
ment and an unused capacity in the economy 
you can expand the economy simply by mak- 
ing fuller use of these domestic inputs. If, for 
example, there is unused plant capacity, it is 
not clear why it is necessary to bring in 
foreign capital to build new plants. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Would you consider that is the situa- 
tion today with a 6.1 per cent general unem- 
ployment rate and very much higher in parts 
of the country? 


766 


Professor Waikins: I think a 6.1 per cent 
unemployment rate is a high rate, yes. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Does this constitute a situation in 
which you suggest that these investment 
requirements can be satisfied from domestic 
sources? 


Professor Watkins: Up to a point; there is 
an additional problem about the effects of this 
on prices. If one puts that aside, as it were, 
the answer would be, yes, if the Canadian 
government or the Canadian people are going 
to tolerate more inflation, but I do not have a 
judgment on that. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): On page 347 of your Report, you had 
some remarks with regard to Canadian 
investment abroad. I am not quite sure when 
this particular section was written. I gather 
from what I can find out that investment 
abroad has been increasing quite rapidly, 
within recent months, even. 


Professor Watkins: I have no information 
about that. We did not make any real attempt 
to look at data going beyond that provided by 
the Dominion Bureau of Statistics and the 
most recent date in that case is 1964. We did 
not, as it were, get too involved in the par- 
ticular problems of the last couple of years, 
and it may well be that is so; I simply do not 
know. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Would you consider that a rapid 
increase in the outflow of capital from Cana- 
da to the United States may be one of the 
complicating factors we have today, not only 
with regard to our exchange position but also 
with regard to the development of the 
Canadian economy from domestic sources? 


Professor Watkins: If I understand the 
question, Mr. Chairman, you would have to 
distinguish between different kinds of capital 
that would be flowing abroad. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I had in mind principally capital that 
is being invested in equities in the United 
States now? 


Professor Waikins: Yes, there are heavy 
outflows. I do not know exactly what is hap- 
pening at the moment, but over the past few 
years as we know there have been heavy 
outflows resulting from the activities in parti- 
cular of the mutual funds’ and the pension 
funds’ purchasing American equities. 
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This is, of course, a completely different 
phenomenon than the _ direct investment 
abroad by Canadians. This is investment 
which has no implications at all for control. 
One of the things by which I was very im- 
pressed is the extent to which the expectation 
is that unless something is done this flow is 
going to increase rather substantially. It seem- 
ed to me then that the question of the so- 
called shortage of capital in Canada somehow 
has to be re-examined just a little because 
there is perhaps some evidence that the prob- 
lem is not so much the inadequate demand 
for equities as the inadequate supply of 
equities. 

We did not see any particular benefit that 
comes to Canada as a whole from Canadian 
investments in American equities. There is no 
special growth inducement for Canada that 
comes from that. If, in fact, it were possible in 
some way to divert these purchases of Ameri- 
can equities by Canadian institutions into the 
Canada Development Corporation or into 
minority shareholdings of Canadian compa- 
nies, we thought that would be a good thing, 
and we did not see any particular cost to 
Canada of doing that. 
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There is the normal point made, as we 
know, against minority ownership by Canadi- 
ans in multinational enterprises; this is costly 
for Canada. It is costly if these funds are 
simply going into minority holdings of Ameri- 
can enterprises? We did not think so. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): What steps do you consider should be 
taken to encourage this? 


Professor Watkins: Our proposal was really 
a very modest one, that we would try on the 
first round at least to see if the problem could 
simply be solved by having more shares issued 
in Canada. We did not propose to do anything 
more than that until we saw if that could be 
made to work. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): That is, to provide more equities? . 


Professor Watkins: Yes. I think we mention 
in the report there have been suggestions that 
we place some restrictions on these kinds of 
purchases, and we felt that was not warrant- 


ed until we had considered doing it by simply 


increasing the supply of equities. That meth- 
od: had not yet been given a fair test in 
Canada. 
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Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): That brings me to the next question I 
wanted to ask. What is your concept of the 
role the Canada Development Corporation 
should play? Do you envisage the Canada 
Development Corporation will be, in effect, 
an economic institute of government with 
possibly government funds in addition to 
public funds? 


Professor Watkins: I think we basically 
thought of the Canada Development Corpora- 
tion in the way the government appeared to 
have been thinking about it in recent years. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Could you tell us what that is, Profes- 
sor Watkins? 


Professor Watkins: My impression is that it 
‘would be a quasi-independent body; it would 
not be a Crown corporation proper. I have no 
particular knowledge of exactly how this 
would be achieved. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): And it would not be subject to gov- 
ernment control? It would not be used as an 
instrument of government policy? 


Professor Watkins: In some sense it would 
certainly be an entity created by the govern- 
ment, and the government would participate 
in the financing, so there would certainly be 
government control of some kind involved. I 
think the expectation has been that an organ- 
ization or a corporation should be created 
which would draw on the very considerable 
financial expertise of the private financial 
sector of this country. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Can you see it playing a role in the 
rationalization of Canadian industry which 
you have spoken of? 


Professor Watkins: Yes, we thought it could 
conceivably do this. Alternatively, you could 
set up a separate Crown corporation if it 
‘seemed desirable to do it that way. I believe 
in the case of the British it is simply a Crown 
corporation. Again, we did not want to prolif- 
erate the institutions, and it seemed to us that 
-it is a possible role for the Canada Develop- 
ment Corporation. 

I think I should say in general about the 
Canada Development Corporation that we 
would expect the legislation would be of 
a fairly general nature. It may not be desira- 
ble in the legislation for the CDC, if it comes 
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forth, to actually specify any functions of this 
nature. We thought it would be useful if we 
indicated some of the things we thought the 
Canada Development Corporation might do. 


@ 1235 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Do you have other proposals with 
regard to the rationalization of Canadian 
industry to deal with the situation you men- 
tion of too many and too small Canadian pro- 
ducing firms? 


Professor Watkins: Yes, we suggest the De- 
partment of Industry should continue to play 
what we think has been a quite active and 
useful role in trying to rationalize Canadian 
industry; that Canada should continue, as it 
has in the past, to participate in any possible 
multilateral tariff reductions, which would 
provide a spur to rationalization, and to see if 
we can resolve the possible problem—I do 
not really think we know whether it is a 
problem set—of ._American-owned firms 
finding that they could not participate 
because they might make their parents liable 
to antitrust prosecution under American law. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): What do you propose be done ina 
case like that? 


Professor. Watkins: We _ specifically pro- 
posed that Canadian. law should he 
amended to make it quite clear that Canadian 
firms, without respect to nationality of own- 
ership, must not obey foreign laws and 
foreign court decrees. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Would that be sufficient to ensure 
compliance? 


Professor Watkins: If it turned out not to 
be sufficient, then at that point more would 
have to be done. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): What more? 


Professor Waikins: I am not sure if I want 
to speculate on something that has not hap- 
pened yet. I am prepared to wait»and see 
whether it would not be workable under our 


suggestions. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I gather that you consider the Depart- 
ment of Trade and Industry should play a. 
part in conjunction with your suggestion of 
revision of the Combines Investigation Act, 
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which would remove the barriers for merging 
or for arrangements to specialize between 
competing companies. You are envisaging the 
Department of Trade and Commerce actively 
entering that field to promote such... 


The Chairman: Pardon me, Mr. Cameron, I 
think Dr. Watkins was referring to the De- 
partment of Industry. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Yes, the Department of Industry, I am 
Sorry. 


Professor Watkins: Yes, there would 
remain the problem, the answer to which I 
simply do not know whether an organization 
such as the Canada Development Corporation 
could really engage in rationalization pro- 
grams when these involve a complicated set 
of problems having to do with tariff 
reduction... 


The Chairman: And technology as well. 


Professor Watkins: ... and so on. In that 
event I presume we would have to consider a 
separate Crown corporation to do that. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Do you consider your suggestion of an 
agency to deal with the question of trade with 
Communist countries, in view of American 
law, could also include the possibility of such 
an agency acting as a sales agent for a group 
of companies that was prepared, under the 
aegis of the Department of Industry, to spe- 
cialize in their operations in order to compete 
in foreign trade? 


Professor Watkins: I think, Mr. Chairman, 
we had a very narrow conception of what this 
export trade agency should be, and we did 
not want to become involved in this admit- 
tedly very important set of problems concern- 
ing state trade. We did not think this fell 
under our terms of reference. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Once or twice you have mentioned the 
desirability of encouraging greater Canadian 
participation in the ownership of Canadian 
industry. I would like you views on whether 
this is really an important question if your 
recommendations for control were to be 
implemented. 


Professor Watkins: When you say Canadian 
ownership I am not sure whether you mean 
majority or minority ownership? 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): You just speak of Canadian participa- 
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tion, that is the point. What level of partici- 
pation do you mean. 


Professor Watkins: I think typically, when 
we talk about Canadian participation, we are 
trying to deal with this question of minority 
ownership. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Do you think that is of importance or 
do you think it may divert Canadian capital 
from development processes? 


Professor Watkins: We suggest, to the 
extent that Canadian capital is now being 
invested in the equities of United States com- 
panies in the United States, it would not be 
costly to be so diverted. But we also say at 
one point in our report that if we had to 
choose between minority ownership and the 
Canada Development Corporation, we would 
choose the Canada Development Corporation. 
We make an estimate that minority owner- 
ship—and we picked 25 per cent because it is 
a much-discussed figure—if it were to take 
place across the board for the larger 
foreign-owned companies would, as a mini- 
mum, be something like $34 billion or $44 
billion. I am not sure anyone is prepared to 
put that much money into the Canada Devel- 
opment Corporation, but I guess we would if 
we had the choice. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): When you say “if we had the choice”, 
do you mean— 


Professor Watkins: Therefore I think the 
Task Force does not feel so strongly about 
minority ownership that it is prepared to 
advocate any price; it wants to know the 
alternative. If the alternative is Canadian 
ownership of American equities, then we say 
why not minority ownership in Canada? If 
the alternative is the Canada Development 
Corporation, we would opt for the Canada 
Development Corporation. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): I am still not quite clear as to the role 
you envisage for the Canada Development 
Corporation. Is it just to be an investment 
fund? 


Professor Watkins: I think the analogy we 
have in mind is a large holding company. It 
would then perhaps specifically engage in the 
kinds of activities that private closed-end 
funds do. They not only provide capital, they 
also provide various kinds of management 
skills and advice. 
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Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): But you envisage a purely private 
institution. 


The Chairman: Do you have a supplemen- 
tary question, Mr. More? 


Mr. More (Regina City): If Mr. Cameron 
does not mind. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): Yes. 


Mr. More (Regina City): If that is its only 
purpose, do we not have enough of that sort 
of Canadian enterprise now? Why have a 
governmental agency do what already exists 
in the private sector? 


Professor Watkins: We certainly do have 
some private closed-end funds and we do in 
fact suggest that some steps might be taken to 
try to improve the position of those funds, 
but nevertheless we thought there was a case 
to be made for more of these. One which 
could be potentially very large indeed would 
be the Canada Development Corporation, and 
there would be more government participa- 
tion or control—whatever term you wish to 
use—if it were the Canada Development 
Corporation. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): In what form, Professor? That is my 
point. What form of participation or control 
did you have in mind? 


Professor Waikins: One possibility could be 
that the government would name the board of 
directors. There are various ways in which 
this could be done. We did not—perhaps 
wrongly—try to involve ourselves in the spe- 
cific kinds of problems with respect to exactly 
how this could be created. 


The Chairman: I would suggest to Mr. 
Cameron and to Mr. More that possibly we 
could pursue this further when Mr. Watkins 
comes back. Perhaps we can now go on to the 
next person on the list. 


[Translation | 
I now give the floor to Mr. Clermont. 


Mr. Clermont: Mr. Chairman, do we have 
the simultaneous translation? 


The Chairman: I believe so. I saw an inter- 
preter here before the start of the session and 
I believe she is in the booth. You may contin- 
ue Mr. Clermont. I believe that professor 
Watkins is ready to answer your questions. 
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Mr. Clermont; Professor, on page 9 of the 
summary which you presented to this Com- 
mittee, you say that you are disappointed 
with the public reception of the report pre- 
sented by your study group. I believe that 
this Committee will not disappoint you this 
morning because there are nearly twenty 
members of Parliament present here. The 
only other time when they were so numerous 
was when the directors of the Mercantile 
Bank appeared as witnesses. I think you will 
be satisfied with the reception of the Commit- 
tee this morning. 


@ 1245 


Professor, your study group was composed 
of eight economists and some research work- 
ers. On the last page of your brief, page 15, 
you name several of the research workers or 
analysts and economists who prepared the 
work for your study group. 

Did you receive any work from French- 
speaking economists, analysts or research 
workers? 


[English] 
Professor Watkins: Mr. Chairman, two 


members of the Task Force who worked for 
us were from universities in Quebec. 


[Translation | 

Mr. Clermont: Professor, I know that in 
your group there were two French-speaking 
persons. But among those who did research 
for your study group, or among the analysts, 
were there any who were French-speaking? 


[English] 
Professor Watkins: No. There were none. 


[Translation ] 

Mr. Clermont: Did the research carried out 
by your study group deal also with the meth- 
ods used by other countries, such as France, 
Great Britain or Japan, to control incoming 
or outgoing foreign investments or did your 
research deal strictly with investments com- 
ing into Canada? 


[English] 
Professor Watkins: I am not sure I under- 
stand the question. 


[Translation ] 

The Chairman: I think that Mr. Clermont 
wants to know if you limited your research 
strictly to the Canadian situation or if you 
also compared these problems with those of 
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other countries. I believe that you did do this 
type of work. Could you give Mr. Clermont 
and the members of our Committee some fur- 
ther information concerning this aspect of 
your work? 


Mr. Clermont: For example, professor, to 
invest in France, you need the authorization 
of a certain agency. 


[English] 

Professor Watkins: Yes, we did some work 
on this topic. Professor Hymer, who is a 
member of the Task Force, visited France, 
the United Kingdom and Japan. He then did 
additional research on these and other coun- 
tries, and he wrote a background paper for us 
on national policies in other countries. His 
work is incorporated in our report. 

Some of our other studies dealing with spe- 
cific aspects of foreign ownership also dis- 
cussed other countries. For example, Profes- 
sor Safarian wrote a background paper for us 
on the performance of firms, and we also 
looked at the literature that was available, 
particularly on Australian firms, British firms 
and any other literature we could find. Most 
private studies have been done largely for the 
British and the Australian cases, but I think 
some work has also been done on the French 
case. 


[Translation] 
Mr. Clermont: Could certain methods used 
in these countries be adapted to Canada? 


[English] 

Professor Watkins: We indicate some of the 
procedures that are used by these other coun- 
tries. In most cases they are foreign exchange 
controls and as a by-product of these foreign 
exchange controls, various kinds of policing 
of the activities of multi-national enterprises 
are possible. We tried to suggest this special 
agency to deal with multi-national enter- 
prises, being a Canadian analogue, as it were, 
of these kinds of policies. We are not advocat- 
ing that we have foreign exchange controls 
and that we get our information and controls 
in that way, but there should be an agency 
which tries in a Canadian context to do some 
of the kinds of things that are done by other 
countries. 


[Translation] 


Mr. Clermont: In one of your recommenda- 
tions, you suggest the establishment of an 
export agency. Do you not believe professor 
that, presently, the department of Trade and 
Commerce can fulfill this function? 
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[English] 

Professor Watkins: Certainly the Depart- 
ment of Trade and Commerce is very, very 
active in this area and we are not attempting 
in our report to offer any criticism of what 
has been done in the past. Rather, we felt as 
I said before, that the Canadian position, par- 
ticularly in negotiations with the Americans 
on these kinds of problems, was bargained 
from a relatively weak base, because we do 
not have any explicit Canadian law that deals 
with this and we do not have any particular 
agency that directly deals with this. 


@ 1250 


[Translation] 


Mr. Clermont: The reason for my question 
is that, in certain sectors, there are com- 
plaints of duplication. You have mentioned 
the efforts made by the Department of Indus- 
try to intensify the participation of Canadian 
industries in Canada. When this. department 
was established, the Government was accused 
of duplication. The claim was that the De- 
partment of Trade and Commerce could do 
this work. 


[English] 

Professor Watkins: We are not trying to 
advocate duplication. In so far as the Depart- 
ment of Trade and Commerce has personnel 
who are already dealing directly with this 
problem of the restrictions on export trade 
then that function would, as it were, be 
transferred to this new agency. We are not 
advocating doing twice something that is 
already being done. 


Mr. Lewis: As a supplementary question, 
you may well have in mind that the agency 
would be connected. with, or be a part of the 
Ministry of Trade and Commerce 


Professor Watkins: It seems to me logical 
that it should be. 


[Translation | 

Mr. Clermoni: You know very well, Mr. 
Lewis, that criticism has already been made 
concerning the new Department of Industry. 
It was said that this would increase the per- 
sonnel. The same observation could be made 
concerning this agency, because the creation 
of this agency would also increase the 
personnel. 

One last question in order to allow other 


members to ask theirs. In your recommenda- 


tions, you suggest the improvement of compe- 
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tition in Canada between certain companies. 
You speak of tariffs. According to the opinion 
of your study group, should Canada liberalize 
its tariffs even further, even after the signing 
of the Kennedy agreements last year? 


[English] 


Professor Watkins: We are quite conscious 
of the fact that there has just been a multilat- 
eral liberalization of the Task Force and we 
certainly realize that it is not likely that in 
the near future there is much possibility for 
further multilateral tariff reduction. At the 
same time we think that to the extent there is 
any potential, Canada should fully partici- 
pate. 


Mr. Clermont: I said before, Mr. Chairman, 
that it was my last question; but I will ask 
another one in English. No doubt your Task 
Force still thinks that foreign funds are wel- 
come in Canada and that you believe the 
article that appeared in a special edition of 
the Toronto Daily Star on February 16, which 
Said: 

Without foreign funds—less steak, more 
burgers... 


Professor Watkins: I agree. That is a very 
good way of putting it. 


Mr. Clermont: Thank you. 


The Chairman: Now Mr. Flemming, fol- 
lowed by Mr. Noél. I suggest to the Commit- 
tee that we remain a few minutes beyond our 
usual adjournment time to allow these two 
members of our Committee at least an oppor- 
tunity to present their most important ques- 
tions. Since we may not find ourselves in a 
position to resume next week, we want to 
give them an opportunity to put these ques- 
tions on the record. 


Mr. Flemming: Mr. Chairman, my first in- 
quiry perhaps is directed more to you and to 
the Committee than it is to Professor Watkins. 
Professor Watkins in his report suggests that 
certain people be invited to appear before the 
Committee. In view of the very great impor- 
tance of export trade to the Atlantic prov- 
inces and the very fact that the Atlantic 
provinces, generally speaking, have develop- 
ment corporations or some similar entity 
dealing with the very thing that is recom- 
mended in the report on a national level, 
would you consider that the Committee might 
properly have representations from the pro- 
vincial governments of the Atlantic provinces 
and ‘also from the universities? I am thinking 
about the professors of economics in various 
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half a dozen universities of the Atlantic prov- 
inces and of Professor Smith, the head of the 
Economics Department. Perhaps you do not 
want to resolve this here and now. 


@ 1255 


The Chairman: I could comment in this 
way. I think that all Professor Watkins was 
trying to do in his statement was to draw our 
attention to the individuals connected with 
the Task Force who might be helpful to us. I 
do not think he was attempting to suggest 
that there were not many other people in 
universities, in government, in business, who 
would not be able to give us some very 
important information. 


I think your suggestion, Mr. Flemming, is 
very constructive; and I hope that once we 
conclude our hearings, at which time we will 
have listened to the views of people connect- 
ed with the Task Force, we will then go on to 
have the widest possible expression of views 
from the private sector, from government 
where this is practicable, and from universi- 
ties. This is really the reason that I felt the 
Committee might want to start off with 
Professor Watkins and his colleagues, so that 
the views of the Task Force supplementing 
and.expanding on their report would be 
available to people who would be wanting to 
prepare and present briefs. 


As I think I indicated, I feel that even 
though the House may be sitting, we should 
allow an interval between the sessions at 
which we hear from people connected with 
the Task Force and the time we hear from 
others so that they will have a chance to 
respond to the testimony of Professor Wat- 
kins and his colleagues in their briefs. | 

I think your suggestion is very construc- 
tive, and certainly I hope that through your 
own contacts you may want to make sure that 
people in the Atlantic provinces are aware of 
our hearings. I know the press has been most 
kind so far in bringing this to the attention of 
the country and no doubt others in the Atlan- 
tic provinces and other parts of the country 
will be taking similar steps as well. 


Mr. Flemming: Thank you, Mr. Chairman. I 
only suggested the ones that occurred to me 
at the moment. No doubt there are a good 
many others. 

My questions to Professor Watkins, I am 
afraid, could not possibly be completed in 
three minutes. I am sure his comments in 
regard to the report do bring to mind many 
questions which one would naturally wish to 
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pose to him. I am thinking at the moment of 
a Canadian company in the export trade and 
I know I will be pardoned if my mind runs to 
wood and to wood products. I am thinking of 
a company that is selling its goods to very 
good advantage in an export market and yet, 
according to the suggestion of the Committee, 
I believe, if there came a request from a Com- 


munist country, they would almost be obliged . 


to change over and to start shipping to a 
Communist country even though they had a 
very satisfactory market and were selling 
their goods to very good advantage. Maybe I 
misinterpreted it and if so I am quite pre- 
pared to listen. 


Professor Watkins: No, Mr. Chairman, we 
would certainly not expect a company in a 
situation like that to make any change. The 
point would be that if a company could show 
that it was not selling the order for some 
reason other than American law, then that 
would be acceptable. 


The Chairman: I think Mr. Flemming’s 
point is an important one. If this agency were 
created, it would accept reasons based on 
commercial or economic factors. 


Professor Watkins: Indeed we say in the 
report that the only case in which action 
would be taken would be where no reason 
could be shown other than the fact that they 
were restricted by American law. 


Mr. Flemming: The wood-producing busi- 
ness, to my certain knowledge, is sometimes 
asked the questions: “Why do you confine 
yourself to a certain market?” and, ‘““Why do 
you not ship to another market?” The 
immediate answer, of course, is that we know 
all about what we are doing and do not know 
anything about unexplored fields and that we 
are quite happy. I think this applies to a good 
many companies who are in similar positions. 


Professor Watkins: And that should be 
regarded as a perfectly acceptable answer. 


e 1300 


Mr. Flemming: Actually, Mr. Chairman, it 
is now 1 o’clock and I do not want to impose 
on the Committee if it might be understood at 
some future date, and I hope not this 
afternoon... 


The Chairman: No, we have already agreed 
we will not sit this afternoon. 


Mr. Flemming: ...that I could have a bit 
more of Professor Watkins’ time. 
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The Chairman: We will certainly put you at. 
the head of the list. Perhaps we should ask 
Mr. Noél if he has several questions which he 
would like to put on the record at this time,. 
or if he would prefer to wait until our next — 
sitting. 


[Translation] 
What do you want to do, Mr. Noél? 


Mr. Noél: This will not take long, sir. 


The Chairman: We could perhaps give Mr. 
Noél a chance to ask his questions for... 


Mr. Noél: Two minutes. 
Mr. Comtois: Agreed. 


The Chairman: You may continue, Mr. 


Noel. 


[English] 

Mr. Flemming: I do not want to interfere 
with my friend Mr. Noél, but I wonder if I 
could have a little bit of preference on 
Professor Watkins’ time at the next commit- 
tee meeting. 


The Chairman: Oh, yes. It was my sugges- 
tion that your name be first on the list when 
we resume with Professor Watkins because it 
is apparent that you have a broader range of 
questions to pose than Mr. Noél at this par- 
ticular time. 


[Translation] 

Mr. Noél: Professor, you have spoken of 
‘“‘six majors issues”. ... and you have found a 
remedy for each, that is to say, you have 
suggested certain remedies for each problem. 
The first problem 
[English ] 
...multinational co-operation is a fact of life, 
suggests a remedy. 
[Translation] 

The second problem is that of the 


[English] 


“shocking absence of information about the 
activities of large corporations” 


[Translation] 


and you propose aé_e solution for this. 
Among these solutions, you suggest a study of 
the ‘Labour Unions Returns Act’’. 


Here is my question. In my opinion, Canada 
is on the verge of being colonized again but in 
a different way. We will be colonized indus- 
trially, financially, mentally, psychologically 
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rand in many other ways. And soon, “if we do 
‘not keep our eyes peeled’... 

...d£ we do not pay attention, if we do not 
‘take the necessary measures, we will soon be 
‘politically colonised. There is a factor, a third 
factor and it concerns the third solution that 
you suggest: the “labour unions”; I have 
always been taught in political economy that 
a country could possess raw materials, natu- 
ral resources and the capital to develop them 
as well as the necessary manpower. In Cana- 
da, we have the natural resources but we do 
not have the capital and we are not in control 
of our manpower. In your brief, have you 
explored the various ways in which we could 
gain control of our manpower? 

In fact, if our manpower and our capital do 
not belong to us, we will not be in control of 
our raw materials and our natural ressources 
for long. 

We will then be colonised not only from an 
economic point of view, but also from a 
financial and finally a political point of view. 

That was my first question. Here is my 
second question. Did you find any other reme- 
dies, such as specialization, for example, or 
succession duties, which force the heads of 
‘business to sell.out because they have to pay 
succession duties or “put into cash our 
.assets’’. 


[English] 
If we do not Keep our eyes peeled. 


[Translation] 
Have you studied this in your brief? 


-@ 1305 


[English | 

Professor Watkins: I will answer the 
‘second question first, Mr. Chairman: In that 
ease I think we are talking about the 
phenomena of the take over of established 
“Canadian companies. I think, speaking can- 
.didly, that one of the most serious deficien- 
cies in the research which the Task Force 
-did, largely because of the constraint of time, 
was the lack of specific in-depth studies of 
this take over process. I hope this research 
-will be done by someone. Of course, if we 
had this special agency, that is one of the 
things it should do. I do not think we really 
‘know very much about why take overs take 
place. 

On the first point, Mr. Chairman, certainly 
the Task Force recognizes that one of the 
-reasons there is a good deal of foreign owner- 
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ship in Canada is because there are various 
kinds of deficiencies with respect to Canadian 
institutions and Canadian inputs. In particu- 
lar, as we know from the work of the Eco- 
nomic Council, there is a problem about the 
quality of Canadian labour as compared to 
American labour, and this is most strikingly 
apparent in the case of entrepreneurship or 
business management. It is very difficult to 
put forward concrete proposals about this 
matter. We suggest the federal government 
should do everything it can to improve the 
quality of Canadian manpower, including 
management. It is difficult to be concrete 
about this, but we certainly recognize that it 
is a real problem. 


Mr. Noél: Nothing is said about succession 
or estate duties. 


Professor Watkins: Again, we steered clear 
of the tax problem because of the Royal Com- 
mission on Taxation. 


Mr. Noel: Thank you. 


[Translation] 
The Chairman: Thank you, Mr. Noél. 


[English] . é 
I suggest, if Professor Watkins can return, 


that we schedule a meeting for next Tuesday 
morning. 


Professor Watkins: Could I persuade you to 
change it to Wednesday? 


The Chairman: We have two problems. I 
have been consulting with Professor Watkins 
during the meeting and I assume his students 
are clamouring for his attention. I do not 
know if he would like me to tell you, but he 
was incapacitated with an appendicitis opera- 
tion which created some difficulty in his 
schedule over the past two weeks. Therefore 
we have to try and harmonize the various 
demands on his time. We are not certain 
whether we are going to be sitting later in 
the week, and— 


Professor Watkins: Do not misunderstand 
me, Mr. Chairman. I very much want to co- 
operate in any way I can with the Committee, 
but I have not seen my students for about 
three weeks because of my illness, and— 


The Chairman: You could see them on 


Wednesday. 


Professor Watkins: Unfortunately I do most 
of my lecturing on Tuesday. At the same 
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time, I am sure they will recognize the great- 
er need. 


Mr. Gilbert: 
Chairman? 


What about Monday, Mr. 


The Chairman: Mr. Lambert you were 
going to make a suggestion. 


Mr. Lambert: I was going to suggest that 
you will not be available, I will not be availa- 
ble, and some other members of the Commit- 
tee will not be available. 


The Chairman: That is right. Some of us 
are going to be involved in the annual meet- 
ing of the Canada U.S. Interparliamentary 
Group. 


Mr. Clermont: There is also a meeting the 
following week. 


The Chairman: Yes, during the following 
week and on the 26th, of course, we are going 
to meet with the French Finance Committee. 
So, this will create a problem whether or not 
the House is sitting. I would suggest to the 
Committee that because Mr. Noél has opened 
up some very interesting areas of discussion, 
and Mr. Flemming has some important ques- 
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tions, that if it were possible for Professor 
Watkins to come back on Tuesday morning 
that we would excuse him as soon as possible 
and perhaps he could call his students togeth- 
er in the evening. 


Mr. Cameron (Nanaimo-Cowichan-The Ts- 
Egon Bring the students with you. 


Professor Watkins: I have about 150 of 


them. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): You could combine the two; you could 
lecture us as well as the students. 


Professor Watkins: No, I will come on 
Tuesday morning Mr. Chairman. I was simply 
indicating my preference. 


The Chairman: We usually try to be very 
accommodating, but the Committee is labour- 
ing under certain scheduling difficulties 
beyond its control. 

Professor Watkins, we thank you for your 
presentation and we look forward to seeing 
you next Tuesday, assuming the Committee is 
able to meet. 


The meeting is adjourned. 
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MINUTES OF PROCEEDINGS 


TUESDAY, March 19, 1968. 
(37) 


The Standing Committee on Finance, Trade and Economic Affairs met 
at 11.10 a.m. this day, the Chairman, Mr. Gray, presiding. 


Members present: Messrs. Cameron (Nanaimo-Cowichan-The Islands), 
Clermont, Comtois, Flemming, Gray, Lambert, Lind, Macdonald (Rosedale), 
McLean (Charlotte), More (Regina City), Noél, Saltsman, Wahn—(13). 


Also present: Mr. Gilbert. 


In attendance: Mr. Melville H. Watkins, Associate Professor of Economies, 
University of Toronto and Chairman of the Task Force on the Structure of 
Canadian Industry. 


The Committee resumed consideration of the Report of the Task Force 
on the Structure of Canadian Industry. 


At the request of the Chairman, Mr. Wahn took the Chair. 


On motion of Mr. Flemming, seconded by Mr. Macdonald (Rosedale), 


Resolved,—That reasonable living and actual travel expenses be paid 
to Dr. Melville H. Watkins, who has been called to appear before the Com- 
mittee. 


The Committee resumed questioning of Dr. Watkins on the Report of the 
Task Force. 


At 12.20 p.m. the Chairman resumed the Chair. 


The questioning having been concluded, the Chairman thanked Dr. Wat- 
kins who then withdrew, subject to recall. 


At 1.07 p.m. the Committee adjourned to the call of the Chair. 


Dorothy F. Ballantine, 
Clerk of the Committee. 
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The Chairman: Gentlemen I think I am in 
a position to call the meeting to order on an 
official basis. Before proceeding further may I 
say, unfortunately it is necessary for both our 
Vice-Chairman, Mr. Gaston Clermont and me 
to attend a meeting of the Labour Committee 
which is now drafting a report on the subject 
matter of a very contentious bill it has been 
studying. I would like to express my apolo- 
gies to Dr. Watkins for not being present to 
hear the balance of his discussion, and I 
would like to invite Ian Wahn to take the 
Chair. 
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The Acting Chairman (Mr. Wahn): Thank 
you gentlemen for not objecting too strenu- 
ously to my taking the chair. Before we pro- 
ceed with the questioning of Dr. Watkins, 
perhaps we could authorize the payment of 
his travelling expenses. Will someone move 
and second that reasonable living and actual 
travelling exjenses be paid to Dr. Melville H. 
Watkins who has been called to appear before 
the Committee. 


Mr. Flemming: I so move. 

Mr. Macdonald (Rosedale): 
motion. 

Motion agreed to. 


At the last meeting we were proceeding 
with the questioning of Dr. Watkins and I 
believe Mr. Flemming was next on our list. 


I second the 


Mr. Flemming: I would like to refer Dr. 
Watkins to the last few words on page 1. 


The Task Force was instructed to pre- 
pare a report for the government on 
foreign ownership and the structure on 
industry, to do such research as it 
deemed necessary, and to complete its 
work as quickly as it thought feasible. 


My question is, did the committee proceed 
with this work with the general idea they 


were going to make a report on the situation 
that existed with respect to foreign owner- 
ship, for their ideas of what should exist? 


Professor Melville H. Waikins (Chairman of 
the Task Force on the Structure of Canadian 
Industry): By the “committee” do you mean 
the ministerial committee? 


Mr. Flemming: I mean the Task Force. 


Professor Watkins: By the Task Force? The 
Task Force thought it had a dual function 
which was to examine the situation as it actu- 
ally existed, to look at existing research, and 
to supplement it where possible within the 
time available. It was further agreed with the 
ministerial committee that the Task Force 
should attempt to make proposals for consid- 
eration by the government or for discussion 
by the public. 


Mr. 
end? 


Professor Watkins: Proposals in the sense 
that if the Task Force reached the conclusion 
there were issues on which it felt the govern- 
ment might consider doing certain things, the 
Task Force should endeavour to indicate what 
the government might consider doing. 


Flemming: Proposals towards what 


Mr. Flemming: Did the Task Force under- 
take its duty with the idea that there were 
some definite weaknesses about the general 
structure and the participation of so-called 
foreign ownership that needed to be 
corrected? 


Professor Watkins: I do not think the Task 
Force as a collective entity could be said to 
have had preconceived views in that regard. 
Presumably each of the individuals joining 
the Task Force was doing so partly because 
he thought there were possible policy changes 
that might be considered. However, I think it 
is typical of economists, perhaps in their arro- 
gance, to believe that this is true of most 
areas, that there are possibilities of changes 
in policy. I do not think a Task Force as a 
collective entity could be said to have had 
preconceived views. 
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Mr. Flemming: I just happened to be quite 
impressed with the general idea that we, as 
an undeveloped country, must, of necessity, 
have foreign participation in our develop- 
ment. Now, if that premise is correct, then I 
think the question arises, which I hope that 
the Task Force took it into consideration, of 
where you should endeavour to secure the 
necessary finance to develop those resources. 
It seems to me we have to acknowledge 
that there has to be a degree of foreign own- 
ership. Would you like to comment on that? 
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Professor Watkins: Yes, I think the report 
of the Task Force bears out fully that we 
certainly do not think there is any virtue in 
taking polar stands The issue is not one of 
no foreign investment, or no foreign control or 
total foreign control; the question is at what 
point to be in that spectrum. I think it is 
correct to say the tenor of our report is one in 
which we accept, by and large, the existing 
level of foreign ownership and control and 
we do not advocate any serious attempt to 
undo that. Indeed, we argue more positively 
that these giant multinational corporations, 
typically American-based, are here to stay, 
and because of that the Canadian people and 
the Canadian government should consider 
policies which accept that reality, and try to, 
as we put it, maximize the benefits and mini- 
mize the costs of both an economic and a 
political nature that arise from that fact. 
Therefore, by and large, we accept the exist- 
ing level of foreign ownership and control. 


We do suggest that it might be desirable to 
consider the possibility of adopting policies 
that might in the long run reduce the level of 
foreign ownership and control in the Canadi- 
an economy. We do not believe this could 
happen automatically. If one goes back in 
Canadian history, one finds there have been 
many periods in the past in which it has been 
predicted that foreign ownership and control 
would be reduced in the future, that the 
economy would be sufficiently mature that it 
would not be necessary. 


Mr. Macdonald (Rosedale): When you speak 
of reducing the level, I presume it is a relative 
level. 


Professor Watkins: Yes indeed, absolutely a 
relative level. Then we talk about the pos- 
sibilities for institutions like the Canada 
Development Corporation, which we thought 
was the most promising of the immediate 
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steps that could be taken, but its impact 
would be long run. 


Mr. Flemming: Before we discuss that point, 
I would like to ask another question. Having 
decided that the amount or the percentage, if 
you like, of foreign ownership of our indus- 
tries might very properly be lessened to some 
extent, then I presume the Task Force had in 
mind increasing Canadian participation to 
that same extent? 


Professor Waikins: Oh, yes indeed. When 
we say that foreign ownership and control 
might in the long run be lessened we mean 
Canadian ownership and control would, in 
the long run, be increased and it would be 
the increased capacity of Canadians to par- 
ticipate in ownership and control that would 
make it possible to get by with less foreign 
ownership and control. One would not start 
out to try consciously to reduce the level of 
foreign ownership and control. 


Mr. Flemming: My next question has to do 
with the setting up of corporations that you 
mentioned. To undertake such a responsibility 
I think a corporation would have to be some- 
what gigantic in nature. Personally, I think it 
should not be entered into until such time as 
it is felt there is no corporate body in Cana- 
da, under regulation, that could undertake 
the same responsibility. I would like to have 
your comment on this, Dr. Watkins, because I 
do not think there is going to be anything 
magic about setting up some corporation to 
do a certain thing. I do not think the fact that 
you set it up and give it a highfalutin name is 
going to add anything to it. I think that you 
have to use the ability and the experience of 
Canadians in bringing about the general 
objective which, of course, is the develop- 
ment of the country, obviously. Therefore, I 
see no reason why you should nail your flag 
to the principle of the Canada Development 
Corporation. Surely there must be, within the 
scope of our free enterprise system, some- 
thing that could accomplish the same thing 
without such a duplication of effort, because I 
think you have to use the same experience 
and the same ability in this development as 
you would in connection with any other 
equally large development of the country. 
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Professor Watkins: I think, Mr. Chairman, 
to a considerable extent the Task Force 
would favour these developments taking 
place in the private sector and we are aware 
of the fact that there are some holding com- 
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panies in existence. I think there are disa- 
greements about how successful some of these 
have been, but we do make a couple of. spe- 
cific recommendations in the Report which 
would aid the closed-end funds in their 
operation. 


I think, nevertheless, it still seemed to us 
that after a century or so of relying on the 
private sector to cope with this problem of 
rising levels of foreign ownership and control 
we should, perhaps, consider some more 
imaginative and specific steps than we have 
taken in the past. I think that in the Canadian 
context something like the Canada Develop- 
ment Corporation may seem large but it is 
not large if you compare it with General Mo- 
tors or a number of these other giant multi- 
national firms that exist. No such corporation 
has emerged autonomously in Canada and I 
would be loathe to predict that it will happen 
automatically. 


I fully expect the efficiency of the private 
sector to increase and we make some recom- 
mendations that are designed to help in that 
endeavour, such as tariff reductions, change 
in the anti-combines law, and so forth. I 
think we have to realize that as we make 
these changes, it is likely that other countries 
also will be improving the quality of their 
inputs. Therefore, it is very hard to make any 
absolute gain in this kind of race, and it 
seemed to us that perhaps even the very suc- 
cess of these giant aggregations of capital in 
the United States argues for attempting to 
produce a kind of Canadian analogue of that 
and, if it does not emerge spontaneously, then 
it would have to be an organization of such 
type as the Canada Development Corporation 
which, in some sense, receives some impetus 
from the public sector, from the government. 


Mr. Flemming: I find that in actual prac- 
tice—and this does not apply to any particu- 
lar individual; I think it applies to us all—we 
get a bit obsessed sometimes with the general 
idea and we almost get obsessed with the 
general name; we are going to put a certain 
label on something and we consider—and this 
is no reflection on anyone—that the very fact 
that we put that label on is going to give 
them some miraculous powers. 


Actually, in practice and experience we 
find that does not happen and so, Dr. Wat- 
kins, we find in our part of our country that 
we have operations by foreign controlled 
compagnies; we have one very large pulp- 
and paper industry which I think is con- 
trolled by Belgian capital, but I must say I 
hear no complaint about it; they pay well for 
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their raw material; they pay well for their 
help; they are good corporate citizens. 


It seems to me we should not start with the 
general idea that everything in the line of 
foreign ownership is bound to be detrimental 
to the country. I am sure the general object 
of your study was to determine what might 
be done. I happen to be one who believes that 
these large companies from time to time 
should place a percentage of their equity 
stock for sale to Canadians. I think in their 
own interest they should do it, to say nothing 
of the interest of the country in which they 
are located which, in this case, is our country. 


Getting back to the whole question of devel- 
opment, I am rather concerned that we are 
going to acknowledge that we have no organi- 
zation nor are we capable of setting up an 
organization using the ability and experience 
of people that have had a lot of experience in 
the development of the various phases of our 
general economy; that we ignore that entirely 
and set up something new. This is the point 
and I believe, Dr. Watkins, you answered this 
a few minutes ago by saying that you did 
explore the whole realm of private sector but 
felt, as the result of your study, that you 
were prepared to recommend a development 
corporation rather than following through on 
the private sector angle. Is that right? 
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Professor Watkins: That is correct, yes. At 
the same time we do make recommendations, 
as I suggested, that are intended to improve 
the efficiency of the private sector itself. It 
seemed to us, particularly on the basis of the 
work done by the Economic Council, that 
there are deficiencies in the Canadian educa- 
tional system as a whole and particularly in 
the education of top management, and it is 
difficult to know exactly what the federal 
government is able to do in this area. It does 
have manpower training programs and these 
should be utilized as much as possible to try 
to correct that deficiency because, in some 
sense, foreign ownership flows into a vacuum. 


Mr. Flemming: I do not want to name any 
corporation particularly but I read the other 
day that the Montreal Trust and the Investors 
Syndicate Limited have joined forces to a 
certain extent, on a financial basis anyway, 
and this came under the general heading of a 
gigantic affair. I am not citing them as an 
instance of people who could undertake some- 
thing similar but from the very fact that they 
attached such an adjective to their activities 
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it seemed to me there must be other angles 
that could be explored from the general point 
of view of the development of the country. 


I do not favour public ownership, but I 
give everybody the right to differ with me if 
they wish and that is no reason why they 
would not. The gentleman on my right is one 
of those who have experience. Dr. McLean 
has had a lot of experience and has built 
something that did not exist before. I do not 
think that should just be thrown into discard. 
I think we should try to harness all of these 
particular phases, abilities and experiences, 
and so on, for the general good of the 
country. 


Professor Watkins: I fully agree and I 
think we do not have to look at these things 
as either/or propositions, that if we rely on 
the private sector we cannot have the CDC 
or, if we have the CDC it means we are not 
relying on the private sector. We can do both. 


Mr. Flemming: Mr. Chairman, perhaps I 
have monopolized Dr. Watkins as much as I 
should for the moment. Perhaps I shall have 
a chance to ask some more questions later. I 
do not want to appear to be trying to 
monopolize the time of the Committee or the 
knowledge of foreign ownership that Dr. Wat- 
kins must have by virtue of this study that he 
and his associates have undertaken. I am 
willing to yield for the moment. I have some 
other questions but I will reserve them. 


The Acting Chairman (Mr. Wahn): Thank 
you very much, Mr. Flemming. We may come 
back to you. I have on my list Dr. McLean, 
Mr. Lambert, Mr. Gilbert and Mr. Mac- 
donald, which is a nice variety. I call on Dr. 
McLean. 


Mr. McLean (Charlotte): Dr. Watkins, in 
your Report, I do not think you mentioned 
anything about money as a controlling factor 
in our economy. It seems to me, looking at 
what is happening in the world today, that it 
has much to do with it. With another nation 
controlling 59 per cent of the International 
Monetary Fund which practically governs the 
monetary world at the present time that is 
very important. I do not see the danger from 
foreign risk capital coming in here because so 
long as we retain our sovereignty we can 
control that risk capital. But if we lose our 
sovereignty, which I think we have at the 
present time, we cannot control that risk 
capital and I think that is very important. 
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Mr. Martin, Jr., the Chairman of the Feder- 
al Reserve System in the United States, stated 
emphatically in London that gold is not a 
commodity, it is a monetary measure. Now, if 
it is a monetary measure we have lost control 
of our sovereignty because we signed up in 
the International Monetary Fund that we 
would pay only $35 American for gold at any 
time and the United States controls 59 per 
cent of the International Monetary Fund. 


Now, the United States says to Canada, 
your reserves can only go up to a certain 
amount and then that is it; you have had it. 
And they say, you can only pay so much for 
your money. Now, if gold is the basis of cred- 
it, then you can pay only so much for your 
basis of credit. You must go now to some- 
thing else. You must go to paper. It seems to 
me that we are losing control there and it is 
much more important than foreign invest- 
ment coming in, especially risk capital. I see 
the risk, and that is borrowing in the United 
States all the time. 


In wartime we did not borrow from the 
United States. We cleaned up the United 
States. We cleaned up everybody. We did not 
owe anything to anybody and we were able to 
give England a billion and a quarter and we 
could finance ourselves. But in peacetime we 
cannot seem to do it, and we are into this 
international money scheme. Money goes 
around the world and we have high interest 
rates. 


And why do we have the high interest 
rates? The United States says, “Well, we have 
to keep the money in our country because if 
it flows out the gold dollars flow out and we 
have to redeem them so we will have high 
interest rates”. Then Canada goes down there 
to borrow and they have high interest rates. 
It seems to me it is this money situation that 
would ruin us rather than the foreign risk 
capital coming in because we have laws here 
so long as we retain our sovereignty. But 
when we do not we get retaliation and the 
seven that gathered in Washington were 
afraid of retaliation; they could not speak 
their minds. 


Consider Germany; when the United States 
owed Germany $500 million they brought the 
Germans in and said, “Well, now you will 
take our bonds. That is what you will get; 
otherwise we will retaliate”. So they had to 
accept $500 million in five-year, 5-per-cent 
bonds which were not redeemable; they had 
to hold them. 
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They do that to Germany and they say to 
their investors, ‘“You cannot come to Canada. 
You cannot come here and invest in Canadian 
stocks; we are going to tax you”. But we do 
not say anything about it. We let our people 
such as the mutual funds take millions in 
Canadian money down there. It seems to me 
it is this money question rather than foreign 
investment; if we had control of our own 
money system then we would have control of 
our country and I do not think we have at the 
present time. I think that is more serious than 
foreign risk capital coming in here. 


Professor Watkins: I do not think to say 
that there is a need for policies with respect 
to foreign ownership implies that foreign 
ownership is the only problem or even neces- 
sarily that it is the highest priority problem. 
It is certainly true that a striking example of 
our interdependence is our position within the 
international financial community and our 
membership in these new international 
organizations that have emerged since the war 
and I am sure it is true that Canada, as a 
relatively small country, is constrained by its 
membership in these. 
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But I think the Canadian position has 
always been that these constraints are well 
worth accepting, given the hope for greater 
economic stability in the world that should 
result. Even the events of recent weeks can 
be read in more than one way. They can be 
read as suggesting that new arrangements 
now exist which reduce the probability of 
serious catastrophe; that even when the key 
currency of the United States is under attack 
there are mechanisms by which other coun- 
tries can indicate their willingness to co-oper- 
ate in working out both short-run and long- 
run arrangements. I am impressed by these 
and on the whole I think—and I say “IT” 
because the Task Force did not really get 
involved in this area—that the benefits that 
flow to us from these are pretty substantial in 
terms of the over-all stability of the world 
economy, and as a major world trader that is 
very important to us. 


On the other issue of foreign ownership, 
recognizing that it is not the only issue or 
even the key issue, I think, we were asked to 
investigate it and we felt it was important 
enough to investigate. The question of sover- 
eignty is something we try to deal with in the 
Report and we do suggest that certainly in 
general Canadian sovereignty is not being 
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affected adversely by foreign ownership. But 
there are some specific examples that have to 
do with the extra-territorial application of 
United States’ law and policy where there 
have been some problems, and we felt there 
were specific steps that coule be taken, laws 
that could be passed, that would strenghten 
Canadian sovereignty in the future in this 
connection. 


The Chairman: If I may just interject, Dr. 
McLean, Professor Watkins is here to answer 
questions basically upon the Report of For- 
eign Ownership and the Structure of Canadi- 
an Industry. We are all vitally interested in 
the financial crisis, but... 


Mr. McLean (Charlotte): Foreign control is 
just as important as foreign ownership. 


The Chairman: If the questions could be 
related to the general subject of foreign own- 
ership and foreign control that would be 
helpful. 


Mr. McLean (Charloite): I think at the pres- 
ent time we have foreign control. 


Professor Watkins: I should say that this is 
just a semantic point and not meant to be 
critical at all. Of course, the term “foreign 
control’ as used in our Report has a very 
narrow and perhaps misleading meaning. It 
simply means the exercise of control by 
foreign owners through subsidiaries, either 
directly by those owners or indirectly by the 
government of the country in which the head 
office is located. There are many other kinds 
of foreign control and unfortunately this term 
has been narrowed down to mean simply this 
parent subsidiary relationship, this foreign 
direct investment relationship. 


The Chairman: Mr. Lambert? 


Mr. Lambert: First of all I would say that 
perhaps some of this question of control as 
against domination arises as a result of re- 
strictions that are placed upon the scope of 
your activities because of your interdepend- 
ent relationship. I think perhaps what was 
bothering Dr. McLean when he talked about 
control, and so forth, is that you are not free 
to act as you darn well feel at all times. 
Today in ordinary corporate or private 
individual society you are not free to act as 
you feel. In other words, you are not subject 
to the state of your digestion only, which 
some people feel is the ultimate, shall we say, 
in this sort of modern-day philosophy, but 
what I am coming back to is the Canada 
Development Corporation. Obviously in the 


780 


studies of the degree of ownership. and the 
degree of capital imports into Canada, both 
for development purposes and for take-over, 
you were likely astounded by the magnitude 
of the sums of money involved. Do you think 
that the CDC, in a realistic way, would have 
a scope of operation that would be meaning- 
ful either to reverse the trend or even to take 
up the slack that would be occasioned by the 
entry of the CDC? 


Professor Watkins: It was the general 
intention that the CDC would not, in any 
sense, be there totally to replace inflows of 
foreign capital, partly for the very obvious 
reason that there are many benefits that 
would result from the operations of multi- 
national companies in an operation into which 
the CDC did not in any clear way fit; so that 
there is no expectation that inflows of foreign 
capital would cease and that the Canada 
Development Corporation would have _ to 
replace these. 
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The question really is, then, what are the 
possible sources of funds on which the CDC 
could draw? Basically, it would draw domes- 
tically on the over-all level of Canadian sav- 
ings. We have probably the second highest 
level of income in the world and we therefore 
probably have the second highest level of 
savings in the world. The CDC, in a marginal 
way, can tap these. 


We tried to suggest in the report that there 
might be some possibility, through the activi- 
ties of the government, for the CDC to be 
able, in effect, to have some of its financing 
through the sale of bonds to foreigners. That 
is a possibility that could be considered. 


We also tried to suggest that, as was previ- 
ously referred to there is this very substantial 
and significant outflow of capital now taking 
place from Canada, particularly by the mutu- 
al funds, to buy American equities. This sug- 
gests that up to a point at least the problem 
in Canada is not capital scarcity. It may be 
possible, by indirect routes, to siphon some of 
those funds into Canadian investments. That 
is, if shares were available in the CDC, were 
attractively priced and the CDC were success- 
ful then presumably there would be some 
willingness on the part of Canadian institu- 
tions and individuals to divert some of their 
funds from purchases of American growth 
securities into purchases of CDC shares. We 
hope the market would do that. If that does 
not happen then the CDC will simply not 
grow. 
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We are not suggesting that anything more 
should be done than to insert it into the. mar- 
ket and let it compete for funds with prevail- 
ing alternative uses of those funds. 


Mr. Lamberi: Right away, then, how do 
you compete for funds but by the rate of 
return? The CDC is not going to be able to 
pay returns to investors out of thin air. It will 
have to have revenues of its own from the 
operations in which it invests, either as a 
business and a going concern, or as a devel- 
opment corporation. 


I suggest to you that the reason for the 
interest that Canadian mutual funds have in 
the United States is merely that there is a 
greater rate of return on American corpora- 
tions than there is in Canada. We are tending 
towards starting to kill the goose that lays the 
golden egg by restrictions and by heavier tax- 
ation on corporations. 


Professor Watkins: You are certainly right 
that Canadians buy American shares because 
they have a high rate of return but I think 
the point always is: Relative to what? What 
alternatives do they have? They are interested 
in buying various kinds of growth stocks. I 
think these rates of return we are talking 
about are often capital gains rather than cur- 
rent earnings. 


What are the alternatives for a Canadian 
investor? There are many industries—and 
office equipment is often cited as an impor- 
tant example—in which there are no Canadi- 
an shares available. What we are trying to 
suggest in the report is that we endeavour to 
create alternative investment opportunities 
for Canadians. Of these alternatives we sug- 
gest that one is the creation of the CDC itself, 
with the CDC selling shares; and a second is 
that we consider giving, through the tax sys- 
tem, stronger incentives than we have in the 
past to encourage large Canadian companies, 
both subsidiaries and domestically-controlled 
—large private companies, in particular—to 
make their shares available in Canada. 


Again, we are only saying that the Canadi- 
an investor should have these options. It 
seems to me that at the moment the Canadian 
investor does not have many options. He does 
not have a broad range of stocks of Canadian 
companies that he can buy in Canada. There- 
fore, when we talk about a high rate of 
return on American capital we are always 
talking on the basis of relative to what? 
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Mr. Lambert: It is relative to Canadian 
returns. These options will not be created 
unless you engage in some very restrictive 
directions; as for instance, that you block 
Canadian mutual funds from investing in 
American securities. I do not care how you do 
it, but that you effectively block them; or that 
you direct investment away from savings 
accounts, or government bonds, or what have 
you; that you direct savings. I suggest to you 
that the Canadian economy and the Canadian 
people are not ready for that. 


Professor Watkins: But we in the Task 
Force are not ready for it either. We did not 
advocate that. First, we were suggesting 
merely that we explore the possibility of the 
viability of these alternatives. That raises the 
other question whether, five years from now, 
if we put these into effect, they are going to 
work. If they have not we would have to 
reappraise our situation. 


Mr. Salitsman: Mr. Chairman, may I be per- 
mitted to put a supplementary? 


Mr. Lambert: I have done enough question- 
ing. I will make way for someone else. 


The Chairman: On my list I have Mr. Gil- 
bert, Mr. Macdonald, Mr. More and Mr. 
Saltsman. 


Mr. Gilbert: Mr. Chairman, I may be going 
over some ground that has already been cov- 
ered but I would like to direct Dr. Watkins’ 
attention to the Canada Development Corpo- 
ration in the field of financing and in the field 
of objectives. 

Did the Task Force contemplate that the 
financing would be: (a) government financing 
and (b) private funds and also public funds? 
Is that the general picture of the financial 


structure of the Canada Development 
Corporation? 

Professor Watkins: I think I said at the last 
meeting, Mr. Chairman, that, rightly or 


wrongly. the Task Force did not get involved 
in any detailed consideration of the financing 
of the Canada Development Corporation. We 
certainly expect that the government will 
engage in that financing, but I think the gen- 
eral expectation has been that it would be in 
a minority position on it and that shares 
would be offered to Canadians. At the last 
meeting I said something in some other con- 
text that may have been a bit misleading. I 
think I implied that these shares might not be 
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suitable for purchase by small investors. On 
thinking about it later it was not clear to me 
why I should have said that. I do not think 
that is a major source of funds for a develop- 
ment corporation—it is wrong to imagine that 
it is—but there is no reason for such partici- 
pation being impossible. The people who buy 
them should not think they are buying fixed 
indebtedness of some kind, in which they are 
entitled to a regular return, with all the prob- 
lems that are involved in the possibility of 
small investors not being sufficiently sophis- 
ticated. Presumably certain devices could be 
worked out by which floor prices could be 
put under the shares of the CDC, and so on. I 
am by no means an expert in these kinds of 
topics, but I suspect that such things could be 
done to provide some protection for small 
investors. Basically, however, these should be 
regarded as an equity investment, with the 
risks that accompany equity investment. 


Mr. Gilbert: You said last week that there 
would be two objectives: (1) the development 
of major resources, and (2) the rationalization 
of Canadian industry. Perhaps you would 
develop the idea of the development of major 
resources. Just how would the Canada De- 
velopment Corporation develop major re- 
sources? 


Professor Watkins: It is difficult to talk 
about that, either in general or in particular, 
louie 


Mr. Gilbert: For example, how would they 
do the financing of a major resource and get 
into production and sale and so forth? 
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Professor Watkins: In the case of most 
resource industries I think the prevailing 
view is that there are two major reasons that 
one often gets foreign control. The first of 
these reasons is the large capital input that is 
required. There is perhaps a tendency to 
exaggerate that point because there are alter- 
native ways of raising capital. I think most 
economists feel that in most cases, although it 
would vary with each case, the key input that 
the foreigner brings when he develops your 
resources is an assured market for those 
resources. For example, American steel com- 
panies provide a guaranteed market under a 
long-term contract for iron ore. If you look at 
the world’s primary products you will note 
that they are substantially developed in that 
way. There is something else that is also 
queer in respect of many resource industries; 
each of the foreign firms does not necessarily 
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or typically set up its own subsidiary abroad; 
they tend to do it through the creation of a 
consortium. 


What we are really suggesting is that the 
Canada Development Corporation, in so far 
as it is involved in the resource field, could 
play a role in the creation of a consortium of 
this kind. The role could be a secondary role 
in which its primary interest is just to par- 
ticipate in the ownership of the equity; it 
would provide capital, hoping to get a share. 
In so far as there are problems that surround 
the proper taxation of the profit of these 
firms it sometimes is useful to have alterna- 
tive ways of getting access to these benefits, 
and that would be a way of doing it. In some 
cases the CDC, if it existed, could perhaps 
play a more positive role of providing some 
leadership and actually trying to organize 
these consortia. One would not anticipate in 
any such case that the Canada Development 
Corporation or some such entity would ever 
have majority control of these developments. 
It would participate with the foreigner, the 
foreigner would provide some capital, but 
above all what the foreigner would provide is 
the assured market which the CDC itself can- 
not provide. So it is largely a case of partici- 
pation and in some cases of leadership. 


I myself would emphasize to a considerable 
extent the participation problem because I 
think there is a serious question whether 
Canadians derive sufficient benefits from 
these resource developments. Economists gen- 
erally agree that the most effective way to get 
those benefits is through taxation. There are 
many problems surrounding the proper taxa- 
tion of the profits in most national enter- 
prises, and there are additional problems in 
Canada because in some cases resource indus- 
tries have, for a variety of reasons, rightly or 
wrongly been given a special kind of tax 
treatment. And particularly if that special tax 
treatment is to remain, then we should con- 
sider more than we have in the past, the 
alternative of minority ownership as a way of 
getting access to these benefits. 


Mr. Gilbert: What about rationalization of 
Canadian industry. Are you referring to 
secondary industry? 


Professor Watkins: Yes. The presumption 
here is that we actually make a very sharp 
distinction between so-called primary manu- 
facturing and secondary manufacturing. On 
the whole we have every reason to believe 
that the primary manufacturing industry is 
efficient in Canada; the issue is whether we as 
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Canadians are getting enough benefits from it. 
The problem of secondary manufacturing, as 
we know from a number of studies, is that it 
is not clearly sufficiently efficient. In many 
cases there seem to be too many firms. Tariff 
reduction would certainly help facilitate that 
reduction in the number of firms, but we are 
doubtful whether that is a sufficient solution 


to the problem. We suspect that in some cases 


what would be required are mergers of exist- 
ing firms; again, you need someone to play a 
leadership role in that and we suggest the 
possibility of the CDC doing it. 


In the report we made it clear that we 
were only mentioning resource industries and 
rationalization as examples of things CDC 
would do. We did not wish to limit the gener- 


ality of its operations and if legislation were 


being drafted for the CDC it is not clear to 
me what one would in fact want to specify in 
particular chapters. Basically if one takes the 
position that one wants to draw on the 
resources of the private sector, the financial 
community, then as academic economists we 
ought not to prejudge very much what they 
would regard as appropriate. These are just 
general suggestions. 


Mr. Gilbert: Doctor, why do you rule out 
majority control by the Canada Development 
Corporation? You have the example of Japan; 
they have this type of development and yet 
they retain majority control. 
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Professor Waikins: The Japanese do in 
some cases but not in all. Some giant multina- 
tional corporations have only entered Japan 
when they were given majority control. I do 
not think that we are necessarily ruling out 
the possibility of majority control by the CDC 
but we would not have thought that that was 
necessary to achieve most of its objectives, 
although in some cases it might be. I think if 
one looks at—this is a partial analogy only 
but it is of some use—the closed-end funds 
themselves, which make both large capital 
and a typically large entrepreneurial input 
into firms in which they invest, they do not 
typically have majority control although 
sometimes they do. 


Mr. Gilbert: You are indicating that the 
approach may be to penetrate or to partici- 
pate in these resource industries. Do you con- 
template the necessity of buying back certain 
resource industries that would be difficult to 
penetrate or to participate in? 
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Professor Watkins: There may well be 
cases in which that is possible in which it is 
known for example that the foreign parent is 
willing to consider divesting itself of its 
Canadian subsidiary. In such a special case 
one would not rule out the possibility of the 
CDC trying to do something about making 
this possible, but we did not think it was 
desirable to elevate buy-back into a major 
objective of the CDC. One sometimes ears of 
individual cases where it is believed that the 
parent would be willing to consider selling 
the subsidiary. These seem to me to be proba- 
bly unusual cases because typically parents 
do not think that way. If they are not even 
willing to permit a minority of shareholders 
they are not likely to permit a majority of 
shareholders. But if this possibility were to 
exist there would be no objection obviously 
to the CDC doing something about that 


Mr. Gilbert: Is there a _ possibility of 
retaliation by foreign-owned companies with 
regard to penetration and participation by the 
Canada Development Corporation and, if so, 
did the task force take that into account? 


Professor Watkins: I am not quite sure 
what the scenario is here—that the establish- 
ment of the CDC will lead to what? 


Mr. Gilbert: Would lead to withdrawal of 
American investment or restriction in the 
development of the subsidiary. 


Professor Watkins: I think in the nature of 
the case is is impossible to make anything but 
guesses as to whether that could happen. I 
must say I myself do not see any particular 
reason that it should happen. In general we 
are told that companies, including foreign- 
based ones, are interested either in maximiz- 
ing their profits or in holding their market 
share—which is sometimes the same thing 
and somethimes not—and to the extent that 
they remain profitable in Canada and can 
hold some share of the market I presume 
they would stay. Some profit is always to be 
regarded as desirable. I do not see why the 
CDC should really offer any direct challenge 
to their profitability. 


Mr. Gilbert: I have just one other question 
but on another matter, the export trade agen- 
cy, which was a recommendation by the task 
force. Do you see that export trade agency 
operating in a restricted area where foreign 
companies refuse to sell or trade with com- 
munist countries, or do you see it as a deve- 
loping agency which would be able to market 
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Canadian goods much like our Canadian 
Wheat Board does. 


Professor Watkins: Our conception of it 
was only in the restricted and narrow sense, 
basically because of course we were looking 
at foreign ownership. We only got into this 
area of “state” marketing of some kind in 
order to cope with what we thought was a 
specific cost resulting from foreign ownership. 
So our proposal is designed to meet a very 
specific problem, and we did not want to get 
involved in broader questions of other things 
that such agencies might do. I had no objec- 
tion of course to consideration being given to 
such an agency playing a broader role. I sup- 
pose there is always a danger that people 
opposed to such a general role might prevent 
the creation of the agency if it is put in such 
general terms and might in principle go along 
with it if they knew it was meant to meet a 
very specific problem. 
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Mr. Gilbert: Thank you Doctor, thank you. 
Mr. Chairman. 


The Acting Chairman (Mr. Wahn): Doctor 
Watkins very kindly said that if necessary, he 
will stay over for our meeting this afternoon, 
although he had planned to go back immedi- 
ately after lunch. We are tentatively planning 
to finish by 1 o’clock, but perhaps we should 
see just how we can get along. We can con- 
tinue with our meeting this afternoon if it is 
desirable. I have on my list Mr. Macdonald, 
followed by Mr. More, Mr. Saltsman and Mr. 
Lind. Mr. Macdonald? 


Mr. Macdonald (Rosedale): Dr. Watkins, I 
would like to address questions in both the 
primary and the secondary industry areas. 
With regard to the primary area, relating to 
something you said just a minute ago, I 
notice in the report you make the point that 
foreign investment in resource development 
may on occasion produce really little addi- 
tional benefit for Canada, if it is not a highly 
labour-intensive, extractive operation, if it 
uses a lot of machinery which is imported, if 
the sales are made principally to the foreign 
parent at a price set by the foreign parent, 
and if any profit produced from the Canadian 
operation is exported by way of dividends. 
Then the net accretion to Canada, although it 
may well turn some of the Canadian shield 
into a factory, in terms of potential is not 
very great. I gather from the answers you 
gave to Mr. Saltsman or Mr. Gilbert that you 
see the Canada Development Corporation 
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really giving Canada a better return than she 
is getting—I will not name any industries—in 
certain extractive mining industries. 


Professor Waikins: That is quite right. I 
think you put it very well. From the viewpoint 
of an economist, what countries like Canada 
are supplying to these resource industries is 
the resource itself with the land. Whether 
there is any return to land depends on wheth- 
er you can prevent other factors from appro- 
priating all of those returns. If you give the 
ownership of the resources to those who sup- 
ply the capital then they may well be able to 
extract virtually all of the benefits that result. 
There are problems about how they price the 
resources, because transactions between the 
subsidiary and the parent are not in any 
sense market transactions in many resources. 
There simply is no market price. It is impos- 
sible to say how this does compare with the 
market price, most of the resource moves 
within the corporate entities themselves and 
there is no market. As I suggested one possi- 
ble way of getting at this is Canadian owner- 
ship. The minority ownership proposal also 
can be supported on that ground. In that 
case, I presume, minority ownership can 
either take place by having these companies 
offer their shares on the market to Canadians 
or can take place in effect by the CDC being 
an intermediary in that transaction. 


Mr. Macdonald (Rosedale): There is evi- 
dence from other countries that the mere par- 
ticipation of government as a partner in the 
consortium is not a “disincentive” to the 
foreign investor coming in, provided the 
assets are economically feasible. 


Professor Watkins: I think that is true. The 
case usually cited is that of the oil industry, 
where 10 or 20 years ago the kinds of profit- 
sharing agreements that some of the Middle 
East countries now have, would have been 
regarded as absolutely out of the question. 
They could never have gotten away with it. 
But in fact they have gotten away with it. 
What is at issue again is what economists call 
rents, the problem is about who gets those 
rents. From the viewpoint of the foreigner, 
some rent is better than no rent and so he is 
willing to stay even if his rents are very high 
as they are in oil. Now they are not necessari- 
ly high in all Canadian resource industries, I 
do not wish to imply that. But where they are, 
there is room for the application of more 
power by Canadians to extract more of those 
rents for Canadians. 
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Mr. Macdonald (Rosedale): Moving on to 
secondary manufacturing, I take it you are 
probably familiar with the studies or observa- 
tions of Mr. Edward F. Denison in the Deni- 
son Report. Correct me if I misunderstand it, 


. but the analysis he made was of the spectacu- 


lar growth in American industry in the first 
half of this century, dividing it into two quar- 
ters. In the first and second quarter of the 
century the actual inputs of manpower and, 
to a degree, capital were relatively less but it 
was the prominence of education, manage- 
ment training, and research and development 
which really produced the big growth. 


Professor Watkins: That is correct, yes. 


Mr. Macdonald (Rosedale): So from the 
standpoint of development, the route to great- 
er Canadian control of our secondary manu- 
facturing may well lie through better educa- 
tion, better management training, and better 
research and development. 


Professor Watkins: I hesitate, as an aca- 
demic, to say that the sole solution is educa- 
tion. That may sound like special pleading, 
but Mr. Denison is not in fact an academic 
economist and that is what he has argued. We 
know that the kinds of methods Mr. Denison 
has applied to the United States and now to 
Europe have been applied to Canada by the 
Economic Council of Canada and they appear 
to show more or less similar things about the 
importance of improving the educational sys- 
tem. I think similarly the expectation is that 
there is a fairly high pay-off from research 
and development, although there is evidence 
there that perhaps as important as the abso- 
lute level of research and development is the 
question of how efficient the’ links are 
between industrial research, government 
research and university research. I think we 
suggest in our report that there seems to be a 
problem about the efficiency of these links in 
Canada, at least compared to the United 
States and Britain where much more research 
is done internally within the government, 
which doses not perhaps so clearly link itself 
up with industrial requirements. 


Mr. Macdonald (Rosedale): You mentioned 
in passing, as a national planner, as someone 
on the federal scene, the problem of giving 
importance to education as a factor in nation- 
al economic performance, and the fact that it 
lies outside the jurisdiction of the federal 
government. It seems to me one of the weak- 
nesses facing efforts by the federal govern- 
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ment to try and improve in this area is the 
fact that we do not have jurisdiction in the 
educational field. 


Professor Watkins: Obviously that is true 
and I suppose it is also true that trying to have 
a national policy with respect to the whole 
issue of foreign ownership is complicated by 
the uncertainties of how much jurisdiction 
the federal government in fact has. Our Task 
Force itself, being made up only of econo- 
mists, by and large, tried to take the view 
that we should set out those policies which 
seemed appropriate to us, as economists, and 
not be unduly concerned about whether the 
federal government could do things. In some 
areas, particularly disclosure, where it clearly 
is no longer sufficient just to say one is in 
favour of it, but in fact, see exactly how it 
could be done, we did seek legal advice in 
order that we could make some very con- 
crete proposals in this area. 


Mr. Macdonald (Rosedale): You laid heavy 
stress on the fact that foreign investment not 
only brings actual capital, it also brings the 
foreign technology which may be advanced 
and also imported management. Is it not a 
fact that when you import these latter two 
factors you are always leaving yourself one 
step behind the country from which you have 
imported them? 


Professor Watkins: I think that is true but 
it is also true of capital, because if you import 
too much capital you may not make the effort 
to develop your own institutions in the capital 
market. Partly what we are saying is very 
trite, but it is partly a very powerful point. I 
think, what economists now call the “learning 
by doing argument.” If somebody else does 
everything for you, you will not learn how to 
do this yourself. Management seems to be 
very much learning by doing. The creation of 
many kinds of institutions such as capital 
market institutions sort of fits this kind of 
learning by doing model. If you rely too 
heavily on the importation of foreign skills, 
one of the long-run costs internally is that 
you will become a little lethargic, slacken off 
a little bit and give up making as much effort 
as might be made. 


Mr. Macdonald (Rosedale): Thank you. 
e 1210 


Mr. More (Regina City): Thank you, Mr. 
Chairman, some of my questions have been 
answered, but the CDC is the point of greatest 
interest to me. As I recall, Dr. Watkins, you 
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suggested that there was a lack of equities 
available in Canada which was part of our 
problem and part of the urge to invest abroad 
also was due to the lack of equities on the 
Canadian scene. How do you think the CDC 
could help this situation? 


Professor Watkins: In a direct sense, of 
course, it would offer its shares to the Cana- 
dian public. 


Mr. More (Regina City): Yes, but they can 
only sell them if the shares have some return- 
able value. Shares of the CDC have to depend 
on earnings from somewhere to be of any 
value to the investors. Where is that value 
going to come from? 


Professor Watkins: If the CDC participates 
in profitable enterprises, it will earn these 
revenues. 


Mr. More (Regina City): Do Canadians now 
not have an opportunity through the many 
funds and opportunities available to gain 
their portion of these profits themselves? 


Professor Watkins: Yes, to some extent 
they do through both closed-end funds and 
mutual funds. The mutual funds, though, are 
substantially diverting their portfolios into 
American securities. The point is we are not 
saying it should be either private institutions 
or the CDC, we are saying it should be both. 
There is room for improvement across a 
broad front. 


Mr. More (Regina City): I cannot see the 
incentive for the investor to go to CDC when 
established equities are available for him to 
participate in. You hear a great deal of talk 
about a lack of interest in risk investment by 
Canadians, generally accounting for our large 
savings. How will the CDC change that? 


Professor Watkins: I think the prevailing 
view, certainly from the studies of the Carter 
Commission, is that there is really not that 
much evidence that Canadians are not willing 
to take risks in their investments. The very 
large purchases of insurance by Canadians 
relative to Americans—this is a comparison 
that is always being made—appear to result 
largely because of the differences in the social 
security systems of the United States and 
Canada. If you allow for that plus the prob- 
lem of the supply of equities in Canada there 
does not seem to be any evidence that 
Canadians are not prepared to buy equities. 
Indeed, what has been so striking in the last 
few years and what has become a whole new 
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dimension in this debate about some aspects 
of foreign ownership is this very rapid 
growth of mutual funds and pension funds 
and their willingness to invest in equities 
including stocks which are only going to pay 
off in the long run, which have low yields at 
the moment but are expected to be growth 
stocks. All we are saying is that we should 
offer Canadians more alternatives than they 
have. We do not see the problem as an inade- 
quate demand for equities; we see the prob- 
lem as a definitely inadequate supply of these 
equities. 

The other point is, of course, if the CDC 
has to go into the market, as it were, to sell 
its shares, we can have no better guarantee 
that it will only grow if it is entitled to grow. 
If it does not perform well, then there will 
not be much to talk about and it will not 
become very large. 


Mr. More (Regina City): I take it from what 
you have said that you envisage the CDC 
as being a factor in resource development 
projects, part of a consortium. Resources are 
under provincial control are they not? If the 
CDC in their judgment says, “We do not 
want to develop a pulp mill in Saskatchewan 
at the present time; we do not think it is 
economical’, and the provincial government, 
on the other hand, says, “We must have it’, 
they go ahead and make arrangements and 
the same thing that happens now applies. The 
CDC withdraws and other people move in. 
How do you control that and what do you 
envisage the CDC doing in those situations? 


Professor Watkins: It is certainly true, of 
course, that the provinces have substantial 
jurisdiction in the resource areas. But in the 
context we are talking about, from the prov- 
inces point of view the CDC is another large 
corporation which may or may not participate 
in resource developments in a certain area. 
Whether it would or not, would be deter- 
mined by the same criterion which any corpo- 
ration would apply, the possibility of com- 
mercial return from its activities. 
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Mr. More (Regina City): Then, in effect, 
you are saying that in your judgment more 
competition is needed in this field to give a 
wider choice to Canadian investors? 


Professor Watkins: Yes, that is a very use- 
ful way of putting it. 


Mr. More (Regina City): Basically, you 
have not sold the idea to me. You have talked 
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theory, but what could you indicate to the 
investor as the benefit that he could obtain by 
going to the CDC rather than to the present 
existing agencies? 


Professor Watkins: His benefit as a private 
investor obviously would be that he would 


earn a higher rate of return that way than he 


could from his alternatives. If we insert the 
CDC or the shares of foreign-controlled pri- 
vate subsidiaries into the market, the ques- 
tion of benefits to individuals becomes the 
private return they will get from their invest- 
ment. There is also, though, a social return 
and a public return. I would think if the 
private return were equal that it would be 
preferable to have Canadians buy shares in 
the Canada Development Corporation rather 
than buy scattered minority interests in 
American companies. 


Mr. More (Regina City): I would agree with 
you, but the theory that a return will be 
equal from a government operated agency is 
something I am not sold on. 


Professor Waikins: Again, if that does not 
happen, then the CDC will not amount to 
very much. The term ‘“‘government operated” 
is a bit ambiguous. The point about the CDC 
is that it is supposed to work in very close 
conjunction with the private financial com- 
munity. I do not think the way the CDC has 
been envisaged during the discussions on it 
would make it appropriate to say it would be 
government operated. 


Mr. More (Regina City): Where is it going 
to get its funds to make any impression or do 
anything in its initial operations? When it 
starts surely the government will... 


Professor Watkins: Surely, yes, but that is 
presumably analogous to why governments 
give tariffs. If it is an infant firm argument, it 
is to give it the initial push, but that should 
be for a pretty short period of time. 


Mr. Salisman: Mr. Chairman, it seems to 
me because your terms of reference did not 
include an extensive examination of the tax 
system—I think I am correct in making this 
assumption—that we cannot really look at 
your report in isolation from the Carter Com- 
mission recommendations. I think the two of 
them have to be tied together in some way to 
see how they relate to each other. The discus- 
sion that has been taking place today, I think, 
points this out—we talked about the outflow 
of capital and investment being influenced by 
best returns. The best returns are certainly 
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influenced by the kind of tax structure we 
have and the Carter Commission pointed out 
that there are built-in bonus features in our 
system now. Because we have no capital gains 
tax, for instance, there would be an attraction 
for American growth stocks. It is not a case 
of seeking best returns on a neutral basis; the 
tax system itself tends to encourage one kind 
of investment rather than another. In order to 
accomplish some of the objectives you 
outlined for us in your report, we are going 
to have to change our tax structure or this 
kind of distortion will continue. 


Professor Watkins: I fully agree, Mr. Chair- 
man, that there is no sense in which rates of 
private return are naturally determined, 
given the extent to which governments tax; 
that is, there are various kinds of distortions 
introduced by the tax system. We know that 
the Carter Commission pursued, perhaps too 
diligently, the notion of trying to have a fully 
neutral tax system. When I say “too diligent- 
ly” I mean only that it seems to me that there 
are occasions when you do, in fact, want to 
use the tax system as an instrument to 
achieve certain kinds of things which go 
beyond the notion of a completely neutral tax 
system. 
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A case in point would be if one wanted to 
encourage large companies to offer their 
shares to Canadians. It is not clear that there 
is any way to do this other than through tax 
incentives. If the Carter Commission does not 
like that, I guess that is too bad. , 


However, the federal government today has 
very few instruments which it clearly has 
under its control, and surely its most power- 
ful instrument is the right to tax. There is no 
particular reason for its tying its hands in the 
uses it makes of the tax system. If there are 
certain kinds of national objectives that can 
be obtained through tax incentives, then the 
Task Force has no objection to their doing 
that. 


I think the more obvious point perhaps 
where we overlap, and are in agreement 
with, the Carter Commission is on this ques- 
tion of the special tax treatment that accrues 
to certain industries—petroleum being an 
obvious case in point—in which many of the 
firms are foreign-owned. As we suggest, the 
problem there is simply that the benefits lost 
to Canadians as taxpayers will simply accrue 
to foreigners as taxes received by foreign 
governments, or will be received directly by 
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foreign shareholders. Canadians will simply 
lose the benefits from this. 


Mr. Salisman: Two investment decisions 
being taken today seem to result from the 
lack of neutrality in our tax system. Perhaps 
one of the reasons for more money going into 
insurance companies than into other forms of 
investment is their favoured position under 
our tax system. 


Again, even though there is a higher divi- 
dend return, it seems to me, on some Canadi- 
an equities, a considerable amount of Canadi- 
an money is going into United States equities, 
again because of the absence of a capital 
gains tax in Canada. Our investors are per- 
haps more interested in tax free capital gains 
than in a higher return in the form of a 
dividend that is taxed. Therefore it seems to 
me that these things have to be corrected at 
the same time. 


I now wish to deal with the question of 
maximizing resource benefits. In the course of 
your study, did you examine the problems © 
involved in natural resource industries in try- 
ing to get the maximum benefit for Canada? 
Did you consider forgetting about ownership 
completely and trying to ensure that Canadi- 
ans receive the greatest benefit by the estab- 
lishment of a national marketing board that 
would ensure that our natural resources were 
marketed in the best interests of Canada, 
regardless of who owns the mines or the 
resources, or whose capital it was, and would 
ensure that Canadian supply was adequate 
for our secondary industries and would pro- 
mote our secondary industrial development? 


Professor Watkins: The answer, Mr. Chair- 
man, is that we in no explicit or thorough 
way considered the possibility of national 
marketing boards, hardly because it seemed 
perhaps to go somewhat beyond our terms of 
reference. To put it in a different and per- 
haps more positive way, it is desirable, lI 
think, to explore the possibility of obtaining 
more benefits for Canadians without, at the 
moment, perhaps, going quite that far. There 
is quite a bit of scope for doing things, short 
of actually setting up national marketing 
boards. 


Mr. Saltsman: I can appreciate the fact that 
you may wish to obtain in an indirect way 
the benefits you think important, but the 
indirect way seems to be terribly cumber- 
some. It looks as though it is going to take a 
long time, and perhaps some of it may never 
be accomplished in this way. Perhaps we 
could move immediately into a direct method 
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of setting up a national marketing board to 
ensure that the marketing of our raw materi- 
als and ressources is done to the maximum 
benefit of the Canadian people? 
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Professor Watkins: That is certainly a pos- 
sibility that could be explored. We know that 
in certain cases, such as wheat, this has been 
done, and presumably with success. Some 
underdeveloped countries today, who are con- 
cerned with the possibility of state marketing, 
are trying to do this. One does not rule it out. 


The problem we have is that the major 
purchasers of these resources are going to be 
giant corporations. Are you going to sell iron- 
ore to the foreign steel companies? There are 
some problems about exactly what arrange- 
ments they are prepared to go along with. 
That is, the major input that is involved here 
is the fact that they are prepared to market 
with you. Properly handled, I think they will 
be prepared to do that, but I am not yet 
convinced that it is necessary to go that far. 


Mr. Salisman: I was interested in your 
remark about the Middle East and the idea of 
the bargaining positions that governments 
take. It would seem that with such a board 
we could exert our maximum bargaining 
position as the circumstances indicated; that 
we could ensure that these products were 
being marketed at their fair value; that we 
were receiving the maximum returns in 
terms of taxes and in terms of the prices that 
would be paid to Canadians for the use of 
resources which were being depleted; and 
that it would at least put us in a position 
where we could examine the problem and 
then bargain from information and from 
knowledge. 


Professor Watkins: Yes, there are possible 
benefits. There are also possible costs arising 
from such arrangements. The essence of such 
boards is that they bargain but that they 
must not themselves try to smooth out fluc- 
tuations in prices. They have to try to stimu- 
late the market and get the benefits without 
interfering with the market. 


Experience shows that sometimes it is diffi- 
cult to get a board to accept that kind of 
limited role. It would be under pressure to 
provide certain kinds of guarantees to domes- 
tic factories employed in this kind of indus- 
try. It makes the mistake of trying to do 
more than it is in fact intended to do, which 
is simply to participate. 


Mr. Salisman: Thank you. 
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The Chairman: Thank you, Mr. Saltsman. 


The record should indicate that I have now 
been able to resume the Chair. I wish to 
thank you, Mr. Wahn, on behalf of Mr. Cler- 
mont and myself, for having carried out the 
duties of Chairman during our absence at the 
Labour Committee. It is obvious that things 
have gone very smoothly during our absence. 


The next two names on my list are those of 
Mr. Lind and yourself, Mr. Wahn. 


Mr. Lind: Thank you, Mr. Chairman. 


Dr. Watkins, how would you _ propose 
to raise “the capital. to run this’ Canada 
Development Corporation? 


Professor Watkins: I think, Mr. Chairman, 
in the initial period, it would get its capital 
from the government. In the long run it would 
try to tap the variety of sources of funds that 
are available through the capital market. It 
would offer equities to Canadians. It might 
consider offering bonds which could also be 
purchased by foreigners. 


Mr. Lind: Would this expectation of getting 
its funds from the government envisage any 
cost to the general taxpayer? 


Professor Watkins: No; the expectation is 
that the Canada Development Corporation will 
operate as an ordinary commercial enterprise 
and will not constitute any drain on the tax- 
payer. It will not be subsidized. If it cannot 
survive without subsidies it ought not to 
survive. 


Mr. Lind: Would it expect to earn a profit 
immediately, or will it be... 


Professor Watkins: I presume there is 
always the problem in setting up new compa- 
nies of any kind that they are not necessarily 
immediately profitable. To the extent that one 
can get any data at all about subsidiaries in 
this country we know there are some subsidi- 
aries tht have not paid dividends for the first 
15 or 20 years after being set up. That may 
be longer than we would expect, but one does 
not normally expect a new enterprise to be in 
a position to pay dividends from the very 
beginning. It has to be looked upon as a 
growth stock. 


Mr. Lind: Therefore, Canadian purchasers 
in this, other than the government, would be 
looking for a capital gain? 
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Professor Watkins: They would be expect- 
ing returns in the long run, either through 
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dividends ultimately being paid or through 
capital gains. 


Mr. Lind: If dividends are not paid for a 
few years they will be losing money on it, 
will they not? 


Professor Waikins: No. Again, I think the 
experience of most companies when they are 
established is that they do not pay dividends 
in the early periods. In other words, they are 
still trying to grow; they are still ploughing 
back. Investors of any sophistication do not 
expect to get dividends immediately from new 
companies. 


Mr. Lind: But there are two things: For 
their risk either they have to have capital 
gains or they have to have increased divi- 
dends in the future to make up for the years 
during which they lost earnings. What do you 
anticipate an investor logically could hope to 
receive from the Canada Development 
Company? 


Professor Watkins: In the long run it would 
be expected that it would pay dividends. To 
the extent that that becomes clear before they 
begin to pay them, the stock price will rise 
and anyone who owns them can sell and take 
his capital gain which is in anticipation of his 
future dividends. Whether one ultimately gets 
dividends or the capital gain depends on how 
long one holds them. 


Mr. Lind: Would this company be 
infiuenced at all by the type of management 
they set up and what companies or subsidiar- 
ies they take over? 


Professor Watkins: I think the critical point 
would be the quality of the people who could 
be recruited to run the CDC. I think one part 
that encourages one about the CDC is that 
there have been some very distinguished, 
competent people in the financial community 
that have indicated a considerable interest in 
the CDC; I am not suggesting a majority but 
certainly some persons of very high calibre 
have. 


Mr. Lind: I am interested mainly in that 
you think the government should invest in 
this as a start before the general public comes 
in. How many dollars do you think the gov- 
ernment should put in? 


Professor Watkins: I do not really have 
views, Mr. Chairman, on anything quite that 
specific. I think one would have to rely on the 
judgment of people familiar with the financ- 
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ing of new companies to know the kind of 
minimum input of capital required to get it 
launched. 


Mr. Lind: Did your Task Force not go into 
a fairly thorough study of this Canada Devel- 
opment Corporation? 


Professor Watkins: No. as I indicated ear- 
lier we did not get involved in a detailed way 
in the question of its financing. 


Mr. Lind: But you recommended it. 


Professor Watkins: Yes. I defend that on 
the grounds that we looked at the things we 
thought could be done by a Canada Develop- 
ment Corporation; rightly or wrongly we 
thought the problem of how it was financed 
was not such a major issue. The problem of 
how it is financed over its first two or three 
years, rightly or wrongly, did not seem to us 
to be a critical problem. That is the sort of 
thing on which you really do have to have 
experts from the financial markets rather 
than economists from universities. 


Mr. Lind: How can you recommend it if 
you have not gone into it? This is my point. 


Professor Watkins: We recommend it 
because of the kinds of things that we think it 
can do. 


Mr. Lind: What can it do, specifically? 


Professor Watkins: We suggest specifically 
that it can play a role in consortium in the 
resource development field. We _ suggest 
specifically that it can act as a catalyst in 
rationalization of certain secondary manufac- 
turing industries. 


Mr. Lind: Now, explain this “catalyst” and 
“certain secondary manufacturing industries”. 
What do you mean by “catalyst”? I know 
what catalyst means in a chemical sense. 


Professor Watkins: I do not want to suggest 
that it should get involved in any specific 
industry, but in our report we have some 
discussion of the refrigerator industry. We 
attempt to show that in that industry there 
are now eight or nine firms, most of which 
are foreign controlled and most of which are 
inefficient in the sense that industry experts 
say these firms are too small to be efficient. 
The data we could find—based partly on state- 
ments by industry officials—indicates there 
should be at the most two plants producing 
refrigerators if they are to be efficient. 
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The question is: If that is so, how do you 
move from nine firms to two firms? 


Mr. Lind: Is it your anticipation that the 


Canada Development Corporation would buy - 


up seven or nine inefficient firms and make 
two efficient ones? 


Professor Watkins: No, we did not say “‘buy 
up’. I said earlier that I did not think it 
should necessarily want, in any typical case, 
to have majority control. We thought again in 
such a case that the Canada Development 
Corporation could look at those Canadian 
firms that are in the industry and perhaps 
some of the foreign controlled firms that are 
interested in it and go to them and try to 
talk about creating a larger firm in that 
industry that could be more efficient. 


It could play a leadership role in trying to 
induce other firms to enter into these ration- 
alization programs, and it is likely that its 
credibility will be increased if it is prepared 
to put some capital into it. So perhaps it 
would take 25 per cent of the equity in this 
new firm and it would do the same with three 
other companies; they would all have 
representatives on the board of directors and 
they would then be more efficient than any 
other firm in the industry. 


Mr. Lind: With this efficiency, Dr. Watkins, 
would you be able, first of all, to reduce the 
price of the products or the white goods that 
we are talking about? Second, would you 
earn a bigger dividend than these companies 
are presently earning? Most of these compa- 
nies are making money. 


Professor Watkins: Yes, we are not denying 
that most of them are making money, partly 
because their inefficiency is subsidized by the 
tariff. But the point is rather that if they are 
more efficient their costs will be lower; to 
some extent, lower costs can be reflected in 
lower prices, and to some extent lower costs 
can be reflected in higher returns to inves- 
tors. Efficiency usually breeds profits, and the 
CDC would share in those profits to the 
extent that it holds equity in this firm. 


Mr. Lind: I cannot go along with your 
proposition that these companies are not 
efficient now. They have a tenth of the mar- 
ket that the United States parent companies 
have. 


Professor Watkins: They are as efficient as 
they can be within the constraints that exist. 
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One of those constraints is that largely 
because of the Canadian tariff it is possible 
for these firms to be high cost, specifically 
much higher cost than in the United States, 
and to survive in spite of that. 


We know that many Canadians are now 
advocating reduction in the tariff. Presumably 
when that happens we do not want to find 
that our industry goes to the wall. We want 
to work out devices by which we can make 
our industry efficient. I do not think that 
industry becomes more efficient in any auto- 
matic way. If we have had a tariff for almost 
100 years and it remains inefficient, it is not 
going to become efficient overnight. 


The government created this inefficiency 
through tolerating tariffs for so long and now 
it should provide some leadership in eliminat- 
ing that inefficiency. One possible way to do 
it is through the Canada Development Corpo- 
ration—it is not the only way. In general, we 
want to increase the quality of all the inputs 
that Canadians can offer, improve capital 
markets, improve the education of our labour 
force and the quality of management, and 
make them face more competition than they 
have in the past. 


Mr. Lind: Just one minute now. How are 
you going to create more competition if you 
cut out seven of nine companies? 


Professor Watkins: Because the real compe- 
tition comes from imports. You do not have 
competition in the refrigerator industry 
today; if you did the price would be the 
American price for refrigerators, and it is not 
that price. You are getting an illusion of com- 
petition taking place behind a tariff wall. 


Mr. Lind: Pardon me for interrupting, but 
you are taking me on a kind of merry-go- 
round. I would like to know how our Canadi- 
an companies are able to sell into the United 
States market, which some of these compa- 
nies in the white goods are doing. 


Professor Watkins: Yes, in some cases of 
course. I do not have a blanket statement that 
Canadian firms are never efficient but we 
now know, largely from the studies of the 
Economic Council and earlier studies by the 
Royal Commission on Canada’s Economic 
Prospects, that many of our secondary manu- 
facturing industries are inefficient. It is quite 
true that one of the problems is the smallness 
of the Canadian market. But we know that is 
not the only problem because the Canadian 
market is large enough to permit us one or 
two efficiently-sized refrigerator plants. The 
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problem is that there is not one or two, there 
are nine. The problem is not market size 
alone then. The problem is that given our 
market size there are too many firms in these 
industries. I admit it would sound paradoxi- 
cal to say, reduce the number of firms and 
get more competition, but it is in fact true 
that the major source of competition that any 
country faces is in respect of imports. That is 
true even in a giant economy like the United 
States. The ultimate constraint on what the 
steel companies were doing in the 1950s was 
the fact that they reached the point where 
their prices made them subject to import 
from western Europe and Japan. The most 
effective competition comes through imports. 
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Mr. Lind: Let us stay on refrigerators 
because this is what you took me off on. I am 
interested in the refrigerator end of it 
because we export a lot of these to the United 
States and some firms are able to do so at 
competitive prices. If there is a tariff coming 
in I imagine there also will be a tariff into 
the United States to protect their corporations 
also. 


Professor Watkins; I must confess at the 
moment I do not know what our exports of 
refrigerators are. I am sure they are much 
lower than our imports and I am sure that 
our imports would be very very much higher 
if this industry had to face world competition. 


Mr. Lind: Have you any idea of the number 
of refrigerators we import? 


Professor Watkins: At the moment I do not. 
I know our imports have fallen off substan- 
tially. The industry has become more efficient 
in recent years but it still is high cost and it 
still seems to me to require substantial tariff 
protection. Unless I am mistaken, the Ken- 
nedy Round reductions did not affect the 
refrigerator industry at all, it maintains 
exactly the same tariff protection it had 
before the Kennedy Round. So we cannot 
expect that what has happened by way of 
multilateral tariff reduction is going to solve 
that problem. 


Mr. Lind: If you cut nine manufacturers 
down to two and stepped up efficiency, would 
you anticipate that you would throw people 
out of work? 


Professor Watkins: That is the risk you run 
if the government does not plan properly. We 
are suggesting that you can have your cake 
and eat it too, that you can have more 
efficient firms provided you consider ways to 
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make certain that these factors become 
efficient and remain employed in Canada. If 
tariff reduction means mass unemployment of 
course one is opposed to it, but it does not 
have to mean that. 


Mr. Lind: I am not tying it to tariffs but to 
efficiency. You gave me one example of the 
white goods, the refrigerator business. Now 
what is the second one that you would go 
into? 


Mr. Gilbert: Radios and TVs. 


Professor Watkins: There 


examples. 


are many 


Mr. Lind: I am asking the witness, not Mr. 
Gilbert. 


Professor Watkins: The automobile indus- 
try, in respect of which the government has 
entered into an agreement in order to try and 
improve the efficiency of the Canadian sector. 
That is a specific solution tailored to the 
problems of the automobile industry. 


Mr. Lind: Has this not been done without 
the Canada Development Corporation? 


Professor Watkins: Oh, yes. I am not sug- 
gesting that the Canada Development Corpo- 
ration is necessary in every case in order for 
this to be done. The automobile case is an 
unusual one because the industry is complete- 
ly foreign-owned and there is already at least 
one giant firm which can presumably be 
efficient if it rationalizes on a continental 
basis. It seems to be a clearer case than some 
of the others. 


The Chairman: Mr. Lind, I do not want to 
interrupt but I understand it is very likely 
that we will not have Dr. Watkins with us 
this afternoon and... 


Mr. Lind: Mr. Chairman, I object. This is 
the first time I have questioned Dr. Watkins 
and if I cannot have a fair amount of time 
then there is no use of me belonging to the 
finance commiitee. 


The Chairman: Just a minute, Mr. Lind. I 
am not saying... 


Mr. Lind: Mr. Chairman, I object to this. 


The Chairman: ... that you should not con- 
tinue, I am just suggesting that we decide 
right now... 


Mr. Lind: I have never questioned Dr. Wat- 
kins before and others have done so two or 
three times. 
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The Chairman: Perhaps you could hear me 
out. If you did not question Dr. Watkins 
before I presume it was because you did not 
take a turn before we got around to some- 
body taking a second turn. 


Mr. Gilbert: Very few have had a second 
turn. 


The Chairman: Nobody has had a second 
turn? 


Mr. Saltsman: I have had second turn. 
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The Chairman: Then you are the cause of 
all this. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): You will always find that he is the 
cause of the trouble. 


The Chairman: All I am saying is that we 
should decide if we want to continue past one 
o’clock or whether we want to sit this 
afternoon. 


Mr. Salisman: Mr. Chairman, there are no 
further questions. 


The Chairman: I see Mr. Wahn’s name is 
on the list and also Mr. Noél’s. 


Mr. Wahn: I am prepared to secede my 
ground to Mr. Lind. I am very interested in 
refrigerators. 


The Chairman: We can go on a bit past one 
o’clock without any difficulty and if this is not 
practical we can consider sitting this after- 
noon. Mr. Lind, would you like to continue? 


Mr. Lind: I am not yet convinced of Dr. 
Watkins’ statement that the refrigerator busi- 
ness is inefficient. Maybe an economist has 
reason to say this but I do not go along with 
it because these people have all been making 
money, they are putting them out and servic- 
ing the Canadian public. 


Professor Watkins: The criterion of efficien- 
cy—obviously one can use different criter- 
ion—in our mind is its costs relative to other 
costs of production in other countries. High 
profits is not necessarily proof of efficiency, it 
may result simply from monopoly power. 


Mr. Lind: Do you say that with nine in 
competition there is still a monopoly power? 


Professor Watkins: No, I did not mean to 
imply that was so in the refrigerator case. 
The point is that there are nine firms and 
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they are not competing actively with respect 
to price. That is not a criticism of them in the 
sense that it is difficult to do that and there is 
no particular incentive to do it when they can 
earn profits without doing it. Again, though, 
the price of refrigerators to a Canadian is 


significantly higher than the price of refriger- 


ators to an American even when allowance is 
made for the differences in the excise tax 
systems that exist—and that is the test. 


Mr. Lind: But you will admit that when 
they tool up for a new model there is an 
awful difference in the cost if they run 10,000 
units off or run 100,000 units off. Are you 
saying the minute you drop to two firms that 
you can guarantee that you will save the 
Canadian people money on their white goods? 


Professor Watkins: I think we can guaran- 
tee that the costs will be lower, and then the 
next problem is to make certain that these 
costs are passed on to consumers. 


The Chairman: You are referring to the 
Savings, not the costs? 


Professor Watkins: Pardon me, yes. These 
savings are reflected in lower prices. I should 
not suggest that there is any automatic way 
to guarantee that but a tariff reduction would 
be the most obvious way of trying to do that. 
You would simply say to them: “If you do 
not cut your prices we will let imports come 
ik ae 


Mr. Lind: How can we do this with a 
government-controlled corporation? 


Professor Waikins: The Canada Develop- 


ment Corporation is not necessarily 
government-controlled. 
Mr. Lind: Well you suggest it is 


government-financed. 


Professor Watkins: It would in part be gov- 
ernment-financed but in the long run one 
would not expect that it would be substantial- 
ly government-financed. 


Mr. Lind: But it would be in the initial 
stages. 


Professor Watkins: Yes, I am sure that 
would be so in the very early stages, and I 
must confess I am not sure how long that 
would have to be. 


Mr. Lind: Now the refrigerator business is 
one example, and it is a very small segment 
of the economy. What other examples do you 
have? Let us leave out the U.S.-Canada Auto 
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Trade Pact and go into something else. Let us 
go into the finance field, the mutual funds 
field. For instance, what would you suggest 
that the Canada Development Corporation 
would buy there? 


Professor Watkins: I had not at the moment 
anticipated doing anything in that area. 


Mr. Lind: You realize that a lot of Canadi- 
an mutuals are heavily invested in USS. 
securities rather than Canadian equity? 


Professor Waikins: Yes, but we suggest 
that the appropriate way to try and cope with 
that is to increase the supply of equities in 
Canada. 


Mr. Lind: Would the Canada Development 
Corporation do this or would they cut down 
on the supply of equities in Canada? 


Professor Watkins: If the Canada Develop- 
ment Corporation were very large and very 
successful I suppose it could have a major 
impact on the Canadian capital market, but 
the point is that if it did that it would be 
because it was successful and I would not 
mind that happening. 
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Mr. Lind: Then actually it would have a 
monopoly itself. 


Professor Watkins: No, it still has to meet 
market tests. It would be very difficult, I 
think to get a monopoly, a proposition of any 
substance in a well developed capital market. 
On the whole we have a well developed capi- 
tal market in Canada. 


Mr. Lind: Would it be going into the bank- 
ing business also, because it is part of the 
financial structure of the company and very 
important. 


Professor Watkins: We did not mention 
that as a possibility in the Report. We did not 
specifically anticipate that it would do that. 
My view is that it would not be desirable to 
do that in the sense that it does not want to 
mix up too many different objectives. I think 
the Canadian banking system on the whole is 
efficient and I am not quite certain why the 
CDC would feel any need to get involved in 
this. 


Mr. Lind: I gather from your remarks that 
when you made this recommendation the only 
field that you had gone into and investigated 
is the refrigerator business. 
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Professor Watkins: I think the point there 
is that we did not set out to do a number of 
studies of specific industries. We looked at the 
refrigerator case just because we thought we 
would like to give an example in our Report 
of some of the problems of these industries. 


The study that was done by Fullerton and 
Hampson for a Royal Commission now about 
a decade old studies a number of secondary 
manufacturing industries. There has been 
quite a bit of work done on this also by 
academic economists. Professor Edward Eng- 
lish at Carleton has done some specific indus- 
try studies. A very recently published book 
by professors Eastman and Stykolt of my 
university has 20 industry studies in it, many 
of which are secondary manufacturing indus- 
tries and in many of these industries our 
costs are higher than in the United States. 


Mr. Lind: Is it due to the major fact that 
we do not have the population for production 
runs? 


Professor Watkins: No, that is not the 
major reason. We do, in fact, have a larger 
population than Sweden, and Sweden is more 
efficient in many cases than we are. Popula- 
tion size is not the controlling factor in deter- 
mining the efficiency of industry. 


The Chairman: Perhaps it is because they 
have more private enterprises in Sweden. 


Mr. Lind; I still have not found out wheth- 
er you have studied more than the white 
goods industry in making the recommenda- 
tion at the Canada Development Corporation. 


Professor Watkins: I tried to indicate, Mr. 
Chairman, that the Task Force does not have 
to start new. There are many studies that 
have been done and this is not a new issue. 
There have been many studies of secondary 
manufacturing industries in Canada. I have 
cited the Gordon Commission studies, I have 
cited English, I have cited Eastman and Sty- 
kolt and there are more of these. I add now 
the weight of the Economic Council which, in 
a chapter at its Fourth Annual Review, comes 
out solidly behind the proposition that we 
need to rationalize Canadian industry and I 
do not think they set any examples at all. 


Mr. Lind: No, but you have not convinced 
me yet that when you recommended a Cana- 
da Development Corporation you had gone 
into this subject thoroughly, other than on 
the theoretical side. 
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Professor Watkins: I think these studies I 
am citing are not purely theoretical studies, 
because in Eastman and Stykolt’s book, for 
example, the appendices are two-thirds of the 
book and give studies of 20 different indus- 
tries. The other point is that the theoretical 


side is important in its own right. The ques- » 


tion of whether it is population size that 
determines markets cannot just be established 
by looking at facts. You also have to have 
some theoretical view about what causes 
efficiency. 


Mr. Lind: If the government were not going 
into this, would there be any risk in setting 
upthis €DC? 


Professor Watkins: The problem of setting 
up new institutions, I would have thought, is 
finding someone who will do it; who will set 
them up and get them over the initial hump. 


Mr. Lind: Is there any risk involved? That 
is what I want to know. 


Professor Watkins: Yes, I suppose we 
should be realistic. There is a risk in every- 
thing we do. 


Mr. Lind: But with government backing the 
Canadian people, then, are taking the risk. 
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Professor Watkins: It seems to me impossi- 
ble ever to reduce risk to zero. The risk can- 
not be that great only in the sense that the 
Canada Development Corporation just will 
not grow that big unless it can meet these 
market tests, and if the judgment of people 
who say it cannot is correct, if that turns out 
to be the case, then the Canada Development 
Corporation just will not amount to much. I 
would not want to see it made into much if it 
cannot do these things. 


Mr. Lind: Where does the government that 
set it up sit if it fails? 


Professor Watkins: I am not sure what you 
mean by failure. 


Mr. Lind: You just said that it will not 
amount to much. 


Professor Watkins: It may not grow very 
large, but one never anticipates bankruptcies. 


Mr. Lind: Not with a government institu- 
tion, but it can indirectly; if it is spent out of 
the public purse it can go bankrupt. But also 
it will not earn many dividends or much 
equity for the Canadian people, will it? 
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Professor Watkins: Again, if it is not profit- 
able it will not grow. If it is profitable it will 
grow. 


Mr. Lind: There is quite a risk, then, in 
setting it up, is there not? 


Professor Watkins: There is a risk in creat- 
ing any new activity. 


Mr Lind: Yes. Thank you, very much. 


Mr. McLean (Charlotie): Dr. Watkins, 
would it not be a case of management? Is not 
everything mostly a case of management? 


Professor Watkins: Yes, I think I said that 
earlier. This is one reason I think the general 
notion has been that the CDC legislation 
should be of a fairly general kind and should 
not attempt unduly to specify the things that 
the CDC should do. The ultimate test is 
whether you can recruit people from the pres- 
ent financial community to play the leader- 
ship role in the CDC. It seems to me there 
have been enough people evidence an interest 
in this to believe that is possible. 


Mr. Lind: May I ask one further question, 
Mr. Chairman? Would you anticipate this 
CDC paying taxes like any other corporation, 
or would it be tax free? 


Professor Watkins: It seems to me that if it 
is going to be properly competitive with the 
private sector then it has to pay taxes as does 
the private sector. Yes, it certainly should. It 
should not be given any unfair advantage over 
private sector institutions. 


The Chairman: Are there any further ques- 
tions at this time? 


Mr. Wahn: I think I can put mine in the 
few minutes that we have left, Mr. Chairman, 
if I may be permitted. 


Dr. Watkins, in view of your Task Force 
would the purpose of the CDC be to maxi- 
mize the profits of its shareholders subject 
only to compliance with law and to the fact 
that its operations are to be carried on in 
Canada? 


Professor Watkins: Yes, with only a foot- 
note that there have been some discussions of 
the possibility that it would not have to be 
constrained to operations in Canada. There 
may be cases in which you can get effective 
control by buying foreign capital. We will 
have to include that in the legislation and 
leave it to the judgment of the people who 
run it. 
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Mr. Wahn: I do not want to take you back 
to those refrigerators, but let us take the case 
of the refrigerators. If we adopt your sugges- 
tion and the CDC rationalizes the industry 
and therefore has a larger organization and 
makes very large profits because it is more 
efficient, what does it do? Does it cut the cost 
of the refrigerators or does it distribute its 
profits to its shareholders? 


Professor Waikins: No. We do not expect in 
a competitive system that you earn a normal 
profit in the long run. An arrangement would 
have to exist by which these lower costs can 
be refiected in lower prices. 


Mr. Wahn: That is the very point. If the 
CDC is going to operate competitively with 
the private sector its object should be to keep 
the tariff as high as possible and to make as 
large a profit as possible, because you have 
said its object is to maximize its profits for its 
shareholders and to distribute its profits to 
them rather than to reduce prices or lower 
tariffs. 


Professor Watkins: The CDC itself would 
not have any power for setting the tariff; they 
would have nothing to do with setting the 
tariff. 


Mr. Wahn: But business urges government 
to keep tariffs up in Canada and presumably, 
therefore, the CDC should do the same thing. 


Professor Watkins: There has been increas- 
ing evidence in recent years of business firms 
being willing to support tariff reduction. In 
the short run they always resist that kind of 
change, but in the long run they may see it to 
their advantage to have a policy environment 
in which they can be more efficient. 
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Mr. Wahn: Well, is there not a _ basic 
conflict in the CDC, namely, sell at reduced 
prices if it makes a profit or make as large a 
profit as possible? 


Professor Watkins: I do not think it is a 
basic conflict because whenever there is an 
innovation of some kind in industry that 
reduces costs, then the next round of ques- 
tions is the distribution of the benefits. Will 
they accrue to shareholders, will they accrue 
to the labour unions who bargain for higher 
wages, or will they accrue to the consumers? 
By and large, in a competitive system, the 
decision on what happens can be left to the 
market itself. I think in this case the best 
protection one has against profits rising is the 
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case of tariff reduction. The other point is, 
even if profits do rise, the present levels of 
corporate tax assure that half of it will go 
back to the Canadian public. 


Mr. Wahn: Just one very short question. 
After the initial period, Professor Watkins, 
did your Task Force visualize that the CDC 
itself would be government controlled or con- 
trolled by private investors? 


Professor Watkins: I think we expected 
that membership on the Board of Directors 
would be determined by the shareholders, as 
it were, and the government presumably 
would have a number of representatives on 
that Board equal to its equity participation. 


Mr. Wahn: But would that equity be large 
enough to ensure government control of the 
CDC? 


Professor Waikins: I think it ought not to 
be large enough to ensure that. 


Mr. Wahn: Those are all the questions I 
have. 


The Chairman: This question may have 
been asked, Professor Watkins, but if the 
CDC becomes large and successful and an 
important force in the Canadian economy, yet 
is set up and operates on the basis you have 
outlined to Mr. Lind and to Mr. Wahn, how 
can we ensure that the corporation will not 
operate in a way which conflicts with the 
economic policies of the federal government? 
How do we ensure that we do not create a 
situation similar to that taking place in Italy, 
where the great ENI holding company seems 
to be almost a government source of economic 
power unto itself and operates in contradic- 
tion to the policies of the Italian government. 


Professor Watkins: Mr. Chairman, I am not 
familiar with that case. There is always a 
risk, I presume, when you create giant enti- 
ties that power will come to them in their 
own right. What is necessary then is partly 
the general powers of Parliament to deal with 
these situations. In this case, presumably the 
government is a shareholder and has some 
greater control. I presume also that the legis- 
lation creating the CDC might have some pos- 
sibilities for establishing in the beginning, if 
one can do that, certain kinds of constraint to 
avoid the risk of whatever it is that might 
ultimately happen. 


The Chairman: It seems to me a point that 
cannot be overlooked is this: If the CDC is 
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set up and becomes large and important, 
surely if this step is taken with the consent, 
with the support, and with the funds of the 
Canadian people through their national gov- 
ernment, it would seem rather strange to say 


the least, that a situation might arise in. 


which its Board of Directors, in their wisdom, 
operate contrary to the general economic poli- 
cy of the government of the day, which they 
might well do? 


Professor Watkins: I agree that would not 
be desirable, but there are always problems 
of tension which can arise between institu- 
tions and I do not know of any foolproof way 
to eliminate that possibility. 


The Chairman: While it may be desirable 
that the CDC will not be just another govern- 
ment department, still would you not agree 
that there should at least be some mechanism, 
similar to the mechanism that this Committee 
helped write into the Bank of Canada Act, 
whereby the government if it deems it serious 
enough can give some sort of direction to the 
Governor of the Bank of Canada while ensur- 
ing his essential independence? 


Professor Watkins: That is a possibility that 
could be considered. 


The Chairman: I think one would hate to 
see the possibility of a Coyne situation arising 
with respect to the CDC if it were set up. I 
presume if it were set up it would become an 
institution perhaps not as important as the 
Bank of Canada, but certainly a very impor- 
tant institution. 


Professor Waikins: I think it is now estab- 
lished though that the Bank of Canada is in a 
much more dependent role and one might not 
want to go that far with the Canada Develop- 
ment Corporation. I feel it is now established 
that the Governor of the Bank is responsible 
to the Minister of Finance. 


The Chairman: Yes, the Governor, but this 
had to be written into the law on a continuing 
basis. After the unfortunate Coyne confronta- 
tion with Mr. Fleming subsequent confronta- 
tions were not left to be dealt with on an ad 
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hoc basis. This Committee as part of the Par- 
liament of Canada helped develop a formula 
whereby the Governor of the Bank of Canada 
had an essential and continuing independ- 
ence, but where a conflict arose there would 
be a definite clear-cut way of resolving the 
conflict and ensuring that the only responsi- 
bility would be brought home to the ultimate 
source of authority, the representatives of the 
Canadian people, and the Canadian people 
could then have an opportunity to pass 
judgment. 
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Professor Watkins: I think, Mr. Chairman, 
if the government ever produced this legisla- 
tion on the CDC it certainly should be consid- 
ered by a Committee such as this for exactly 
those kinds of issues. 


The Chairman: Well, thank you, Professor. 


Mr. Lind: One further question, Professor 
Watkins. Theorists are usually a number of 
years behind the practical men. 


The Chairman: Sometimes it is the other 
way around. 


Mr. Lind: In theory, would you set this 
CDC up with theorists or practical men? 


Professor Watkins: It would be run by 
practical people. It would be run by people 
who have experience in the capital market, 
and it is not to be run by academic econo- 
mists. I would oppose it if it were to be run 
by academic economists. 


Mr. Cameron (Nanaimo-Cowichan-The Is- 
lands): So you are not going to take the job 
yourself. 


Professor Watkins: Absolutely not. 


The Chairman: You should have more self- 
confidence, Professor Watkins. We = are 
adjourning to the call of the Chair and I will 
be scheduling other meetings as soon as we 
know when the House will resume. 


Mr. Wahn: I move a vote of thanks to 
Professor Watkins. 
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